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Developing Status of Specialized Farmers Cooperatives

——Based on the Investigation Data of 162 Villages in Sichuan Province, China

ZHANG Ping-jie® , ZHANG Yuan, HU Jing-wei, HUANG Ling
School of Economics and Management, Sichuan Agricultural University, Yaan 625014, China

Abstract Concepts of Specialized Farmers Cooperative ( cooperative) and Peasants’ Specialized Cooperative Economic Organization ( Specialize-
d Cooperative Organization) are introduced. Specialized Cooperative Organization having no independent status of legal person is taken as the ref-
erence object when studying on the village level cooperative. Taking a total of 162 villages in 12 cities as data sources, data investigation is carried
out in the form of questionnaire and interview. Development status of Specialized Farmers Cooperatives in sample sites is introduced. On the
whole, more than 20% of the sample sites have set up cooperatives, with an average of 0.23 new cooperative in each village, indicating that the
coverage rate of cooperative is low. According to the leaders, development modes of cooperative and Specialized Cooperative Organization are di-
vided into 7 types. Among them, " village committee + Specialized Cooperative Organization + peasant household" , " base + Specialized Coop-
erative Organization + peasant household" , and " Specialized Cooperative Organization + peasant household" are 3 major modes in sample sites.
And " company + cooperative + peasant household" is the main operation mode of the newly established cooperative. Investigation data shows that
new cooperative is significant superior to Specialized Cooperative Organization in offering relevant services. Most of the village cadres keep a posi-
tive attitude about the function of Specialized Cooperative Organization; and almost no village cadre thinks that the function of cooperative or Spe-
cialized Cooperative Organization is very poor. A total of 43.83% of people interviewed believe that the lack of government support is the primary
difficulty in the development of cooperative. Based on this, relevant suggestions are put forward to promote the development of cooperative. Firstly,
actively promote the implementation of the Law of Cooperatives. Secondly, strengthen the supervision of cooperatives. Thirdly, positive effect of
rural basic party organizations and village committees should be closely combined with local economic development and cooperative construction.
Key words Specialized Farmers Cooperative ; Development status ; Peasants’ Specialized Cooperative Economic Organization; China

1 Problems put forward operative Organization represented by the Specialized Farmers

The Law of the People’s Republic of China on Specialized ~ Cooperative; and a number of achievements were made. After
Farmers Cooperatives ( short for Law of Cooperatives) has  the implementation of the Law of Cooperatives in the year
been implemented since July 1, 2007, regulating that Special- 2007, scholars have paid more attention to the cooperatives;
ized Farmers Cooperative (cooperative) is a mutual economic and the research depth is increasing. At present, scholars con-
association voluntarily associated and democratically managed ~ duct further study on governance mechanisms, performance
by the production managers of similar agricultural products, or ~ and other issues of cooperatives by using analysis tools from
the providers and users of similar agricultural production and various aspects such as institutional economics. For instance,
management service, based on household contract manage-  Huang Shengzhong, Lin Jian and Xu Xuchu estimate the per-
ment. Peasants’ Specialized Cooperative Economic Organiza-  formance of Specnallged Farmers 'Cooperatlve by the Qrdered
tion ( Specialized Cooperative Organization) refers to the eco- - ropability Model taking profit zab'"ty* member satisfaction and
nomic and technology organization of certain profession or growth ability as the variables™ . According to the problems in
product with peasants as the main members based on house-  the Practice of Specitallized Farmers Coopera.tiv.es in China, Ren
hold contract management. It is organized by the principle of ~ D@Peng and Guo Haixia analyze the contradictions and relation-
voluntary, self-reliance and mutual aid, with mutual cooperation ~ SNiPS between idealism and realism of coopc[eszatlve system from
in technology, capital, purchase, sale, processing, storage, the per§pect|ve of collective action theory ™. Luo Don.grpel,
transportation and other links'". After one year's implementa- Zhen Jlaﬁgang a”‘_’ Z.han.g Dongyan analyze the. Specialized
tion of the Law of Cooperatives, cooperative legal person Cooperat-lve-Organlzatlon in rural areas ?y transagtpn cost the-
comes into emergency under the support of central and local ory and institutional change theory, taking the Licai vegetable

party committees and governments. Various specialized coop- cooperative in Qing County, Hebei Province, China as an ex-

4] -
erative organizations began to change into cooperatives having a_lmple ) AIthfour?h theref are ergany r:esearches- on. coI?pirad
the independent status of legal person. In the areas without tives, many of them are focused on the cooperative itself. An

peasants’ cooperative economic organization, a group of Spe- :here are relatlv?ly few researchss P2y at':fantlon tobgo[\s/]e ment,
o . . ) armer, cooperative manager and cooperative member->-.
cialized Farmers Cooperatives are established according to the ’ P 9 P

Law of Cooperatives. .
In the period from the reform and opening up to the year 2 Selection of Sample

2006, scholars conducted many researches on Specialized Co- Sichuan is one of the earliest provinces developing Rural
Cooperative Economic Organization. In recent years, develop-
Received; July 23, 2009  Accepted: August 15, 2009 ment of Rural Cooperative Economic Organization is particularly
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show that at the end of 2007, Rural Cooperative Economic Or-
ganizations in Sichuan Province grow to a total number of
15 761, with an average of 0. 31 organization in each adminis-
trative village and a total member of 2 980 thousand house-
holds, accounting for 15.1% of the total peasant households in
Sichuan Province. Participating peasant households are 9 060
thousand in all, accounting for 45.8%.

Members of Specialized Cooperative Organizations are
mainly from villages and towns. Some of the legal persons of
Specialized Farmers Cooperative are developed from the origi-
nal Rural Cooperative Economic Organization. Therefore, we
take Specialized Cooperative Organization having no independ-
ent status of legal person as the reference object when studying
on the cooperative at village level.

According to the different development degrees of rural
economy, a total of 162 villages in 12 cities ( Yaan, Leshan,
Luzhou, Yibin, Zigong, Neijiang, Deyang, Suining, Nan-
chong, Dazhou, Guangyuan and Bazhong) are selected as da-

Table 1

ta sources. Economic development of Chengdu City is far bet-
ter than that of other cities; and Ganzi and Aba are extreme
backward in economy. Therefore, these three cities are not se-
lected into the data source. Investigation on cadres of 162 villa-
ges is conducted from July to August, 2008 in the form of ques-
tionnaire and interview. Data in this paper are all from this in-
vestigation without specification.

3 Development status of Specialized Farm-

ers Cooperative in sample sites

3.1 Overview of development According to the investiga-
tion, development status of Specialized Farmers Cooperative in
sample sites is good, but its coverage rate is low. Before July
1, 2007, number of villages having Specialized Farmers Coop-
erative is 81, and that having no Specialized Farmers Coopera-
tive is the same (Table 1).

Development status of Specialized Farmers Cooperative in sample sites

Number of Specialized
Cooperative Organization

Number of villages newly
establishing cooperative

Number of newly
established cooperatives

Type Number of villages
Villages having Specialized Farm- 81

ers Cooperative

Villages having no Specialized 81
Farmers Cooperative

Total 162

112 26 27
0 10 11
112 36 38

From July 2007 to July 2008, there are in all 36 villages
that have established Specialized Farmers Cooperative accord-
ing to the Law of Cooperatives, accounting for 22.22% of the
total sample villages. Among the villages having Specialized
Farmers Cooperative, 32. 10% (26) villages have set up the
cooperative. Cooperative number newly established (27) in
these villages accounts for 71. 05% of the total cooperatives
newly established. Among the villages having no Specialized
Farmers Cooperative, only 12.35% (10) villages have estab-
lished a total number of 11 cooperatives, accounting for
28.95% of all the newly established cooperatives. On the
whole, more than 20% of the sample sites have set up cooper-
atives, with an average of 0. 23 new cooperative in each vil-
lage. After more than a decade’s development, there is 0. 31
Specialized Cooperative Organization on average in each vil-
lage; 0. 23 cooperative in each village in sample sites. And
most of the sample sites have not yet established cooperative,
indicating that the coverage rate of cooperative is still low.

3.2 Sponsor and mode selection According to the lead-
ers, development modes of cooperative and Specialized Coop-
erative Organization are " base + Specialized Cooperative Or-
ganization + peasant household" , " agriculture technical de-
partment + Specialized Cooperative Organization + peasant
household" , " technology association + Specialized Coopera-
tive Organization (association) + peasant household" , " sup-
ply and marketing cooperative + cooperative + peasant
household" , " company + cooperative + peasant household" ,
"company + Specialized Cooperative Organization + peasant
household" , " village party branch and village committee +

Specialized Cooperative Organization + peasant household"
(" branch + association + peasant household" ), and " Spe-
cialized Cooperative Organization + peasant household"”.
Sponsors of the cooperative and the Specialized Cooperative
Organization are usually more than one type. Generally speak-
ing, leaders of the Specialized Cooperative Organization are
usually also the sponsors. Therefore, research on the sponsors
of the new cooperative and the Specialized Cooperative Organi-
zation can help to find out their operation modes.

Research object and reference object of this paper are co-
operative and Specialized Cooperative Organization at village
level, respectively. Investigation shows that the sponsor of vil-
lage-level cooperative has changed compared with Specialized
Cooperative Organization, with the significant characteristics of
enterprise actively participating in the initiation of cooperatives.
Fig. 1 shows that before the implementation of the Law of Coop-
eratives, village party branch and village committee
(53.09% ), local government (35. 80% ) and specialized
household (17.28% ) were the major sponsors of Specialized
Cooperative Organization at village level. Agriculture technical
department (11. 11% ) and technology association (9. 88% )
also played a certain role in the initiation of Specialized Cooper-
ative Organization. However, supply and marketing cooperative
(4.94% ), enterprise (3.70% ), large trader (3. 70% ) and
common farmer (4.94% ) were not enthusiastic about the initi-
ation work and rarely participated in it. Thus, the major opera-
tion modes of village-level Specialized Cooperative Organization
in sample sites are " village party branch and village committee
+ Specialized Cooperative Organization + peasant house-
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hold" , "base + Specialized Cooperative Organization + peas-
ant household" , and " Specialized Cooperative Organization +
peasant household". The mode of " agriculture technical de-
partment/ technology association + Specialized Cooperative
Organization + peasant household" has also been confirmed.
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Note: The percentage is 81 in column of Specialized Coopera-

tive Organization ( village number of Specialized Cooperative

Organization) ; the percentage is 36 in column of cooperative,

the same as follows.

Fig.1 Types of sponsors of the cooperative and the Spe-
cialized Cooperative Organization

After the implementation of the Law of Cooperatives, en-
terprises have become the main sponsor of the Specialized
Farmers Cooperative, participating in the initiation of 36. 11%
cooperatives in rural areas. Village party branch and village
committee (22.22% ) and local government (22.22% ) are still
the main driving force. Participation degrees of specialized
household (13.89% ), large trader (11.11% ) and supply and
marketing cooperative (8.33% ) have improved, while those of
agriculture technical department (5.56% ) , technology associa-
tion (2.78% ) and common farmer (2.78% ) have reduced.
Thus, in the newly established cooperatives, " company + co-
operative + peasant household" is the main operation mode.
And the two modes of " village party branch and village commit-
tee + cooperative + peasant household" and " base + coop-
erative + peasant household" are well recognized. In addition,
" supply and marketing cooperative + cooperative + peasant
household" and " cooperative + peasant household" domina-
ted by the supply and marketing cooperative, specialized
household and large trader has made new headway.

Sponsor subject of cooperative has changed. Companies
have actively participated in the initiation of cooperatives, and
have become the main sponsor of Specialized Farmers Cooper-
ative. Representative enterprises of " company + cooperative
+ peasant household" are Sichuan Gaojin Food Co. , Ltd.,
Longsheng (Group) INC. and so on. Reasons for these enter-
prises to participate in the construction of legal person of coop-
erative are various, which are building a reliable support base
of raw materials, reducing transaction costs with farmers and

saving transaction expense, enjoying preferential taxation, na-
tional policy and so on, and bringing direct economic benefits
for the enterprise.

3.3 Service type Specialized Cooperative Organization usu-
ally offers various services including market information, sale of
agricultural products, sales of agricultural products and supply
of the means of production™’. According to the investigation re-
sult, these are main tasks for both the cooperative and the
Specialized Cooperative Organization. Theoretically, coopera-
tive can provide a better service for members due to its legal
personality'®’.

According to the investigation data, services offered by
newly established cooperative are far better than those by Spe-
cialized Cooperative Organization, such as agricultural technolo-
gy, market information, agricultural marketing, and supply of pro-
duction means. This fully indicates that service of cooperative is
superior than that of Specialized Cooperative Organization.

Fig.2 illustrates that in the aspects of sales of agricultural
products, supply of production means, agricultural technical
service and market information service, expectation of people
interviewed is lower than the service provided by cooperative,
indicating that the newly established cooperatives can meet the
needs of rural residents. However, in the aspects of capital
borrowing, processing service and other services, expectation
of people interviewed is higher than the service level of cooper-
ative and Specialized Cooperative Organization. Thus, it is
necessary to strengthen the funds and credit function of Spe-
cialized Farmers Cooperative, as well as to establish a special
rural cooperative financial organization.
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Note: The percentage is 162 in column of cooperative ( expec-

ted) ; cooperative ( expected) refers to the service type that

people interviewed would like to receive.

Fig.2 Statistics of service type of cooperatives
3.4 Evaluation on the function of cooperative According
to the development practice, Specialized Cooperative Organi-
zation has played a certain role in promoting agricultural indus-
trial management and peasants’ income, which makes a posi-
tive contribution to local rural economy and farmers’ income'”’.

Fig. 3 indicates that 73% of rural cadres in villages having

Specialized Cooperative Organization keep a positive attitude
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about the function of local Specialized Cooperative Organiza-
tion; 63% of rural cadres in villages with newly established co-
operative keep a positive attitude about the function of coopera-
tive; and 20% of the cadres think that cooperative and Special-
ized Cooperative Organization just play a normal role in the de-
velopment of village. Because some village cadres lack a deep
understanding of the cooperative, village cadres having no

Normal Poor

Very poor
0%
g,rgo(/zd No comment

6%

[F1Very sood M Good [MNormal [[Poor MMVery poor E No comment

comment on cooperative accounts a higher proportion (19% )
than those having no comment on Specialized Cooperative Or-
ganization (6% ). It is worth while to note that almost no village
cadre thinks that the function of cooperative or Specialized Co-
operative Organization is very poor, indicating that the two are
popular among village cadres and the function of cooperative is
fully affirmed.

Very good
17%

Good
45%

[F1Very sood M Good [MNormal [[Poor MMVery poor E No comment

Note: a and b mean Specialized Cooperative Organization and cooperative, respectively.
Fig.3 Effects of cadres investigated on the cooperative and Specialized Cooperative Organization

3.5 Difficulties in the development of cooperative Party
committees and governments at central and local levels have
attached great importance to cooperative, which is an important
organization to promote the agricultural industrialization and
peasants’ income. But the coverage rate of cooperative is still
low, which might be caused by the low cognition degree of vil-
lage cadres and rural residents and the development restriction
of cooperative due to local industry. A total of 75.31% of peo-
ple interviewed think that cooperative should be established in
order to promote the development of local economy; 17.28%
of people don’t think they need cooperative; and 7.41% have
no comment. In villages having Specialized Cooperative Organ-
ization, 77. 78% of people interviewed think that cooperative
should be established, which is higher than the villages having
no Specialized Cooperative Organization (72.84%).

Table 2 reports that a total of 43. 83% of people inter-
viewed believe that the lack of government support is the prima-
ry difficulty in development of cooperative. Moreover, among
the village cadres interviewed, 75 cadres think that local gov-

Table 2 Difficulties in the development of cooperative

ernment has established polices to support the development co-
operative; 37 cadres say there is no relevant polices; and 50
people don’t know much about it. This indicates that during par-
ticipating in cooperative, farmers don’t thoroughly understand
the meaning of cooperative regulated by the Law of Coopera-
tives, so that they are doubt about cooperative. Nearly 20% —
30% of people interviewed argue that no good leader or promis-
ing industry is also the problem in the development of coopera-
tive. In the villages having no Specialized Cooperative Organi-
zation, 41.98% of people believe that difficulty in the develop-
ment of cooperative is mainly the lack of promising industry,
which is higher than that in the villages having Specialized Co-
operative Organization (24.69% ), indicating that development
of cooperative is restricted by the development of local agricul-
tural industry. No good leader means lack of management per-
sonnel or talent with the spirit of devotion. Therefore, how to
make management personnel actively participate in the con-
struction of cooperative is another problem during the develop-
ment of cooperative at present.

%

Peasants don’t

Hard to pulling No good No promising Lack of govern-  Little No
Type together leader indust ment support rofits know how to comment
9 Y PP P organize and develop
Villages having Specialized Farm- 4 gq 14.81 24.69 44.44 18.52 25.93 12.35
ers Cooperative
Vilages - having no - Specialized . ,, 19.75 41.98 43.21 12.35 35.80 6.17
Farmers Cooperative
Total 42.59 17.28 33.33 43.83 15.43 30.86 9.26
It can be concluded that in villages having Specialized Co- gal person.

operative Organization, cadres and the masses have certain
knowledge about the Specialized Cooperative Organization.
Meanwhile, agricultural industry takes its first step forward and
has the basic conditions for the establishment of cooperative le-

4 Countermeasures
In a word, since the one year’s implementation of the Law
of Cooperatives, cooperative in different villages has developed
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rapidly and has won great acclaim from village cadres. Compa-
ny has become an important initiator of cooperative; and the
mode of " company + cooperative + peasant household" is a-
dopted by many cooperatives. However, the coverage rate of
cooperative is low at present; and cooperative has encountered
some difficulties and new problems during its development.
Therefore, suggestions are put forward in order to promote the
development of cooperative.

(1) Local party committees and governments at different
levels should all actively promote the implementation of the Law
of Cooperatives. Different areas should continue to promote the
propaganda work of the Law of Cooperatives, implement meas-
ures from the Law of Cooperatives in order to support the de-
velopment of cooperatives, and raise farmer's awareness level
of cooperative.

(2) Supervision department of cooperative should
strengthen the supervision of cooperatives, improve the internal
governance mechanisms of cooperative, and safeguard the in-
terests of most members of cooperatives. Especially in the
mode of " company + cooperative + peasant household" ,
dominant position of farmers should be made clear in the man-
agement of cooperative®'.

(3) During the development of cooperative, positive effect
of rural basic party organizations and village committees should
be closely combined with local economic development and co-
operative construction, in order to promote the development of
cooperative and the development of local economy.

References

[1] JIANG YM. Characteristics of contemporary cooperative movement
and general tendency of cooperative thought development[J]. Eco-
nomics Information, 1998(1) :61 —=65. (in Chinese).

[2] ZHANG XS, YUAN P. Cooperative economic theory and prac-
tice——sino-foreign comparison and study[ M]. Beijing: China Ur-
ban Press, 1991. (in Chinese).

[3] REN DP, GUO HX. Cooperatives system idealism and realism——
based on the theory of collective action thinking[ J]. Issues in Agri-
cultural Economy, 2008(3) : 90 =94, 112. (in Chinese).

[4] LUO DM, ZHEN JG, ZHANG DY. Analysis of institutional economics

on the rural professional cooperative association——taking Licai
vegetable cooperative association of Qing County in Hebei as an ex-
ample[ J]. Rural Economy, 2008(3) ;95 -97. (in Chinese).

[5] ZHOU XL, LI GJ. Developmental situation and strategies of farmer's
specialized cooperative economical organization in Sichuan Province
[J]. Sichuan Provincial Conditions, 2008 (5):40 —41. (in Chi-
nese).

[6] MA YL, MENG CY. Double principal-agent relationship of the
farmers’ specialized cooperative in China: on the problems and so-
lutions[ J]. Issues in Agricultural Economy, 2008(5) ;55 —-60, 111.
(in Chinese).

[7] ZHANG YH. Mechanism of interest distribution and structure evolu-
tion of specialized cooperative[ J]. Prices Monthly, 2008 (6) :89 —
91. (in Chinese).

[8] XIAO M. Discussion on ways of economic development in rural are-

as of Anhui Province based on cooperatives[ J]. Asian Agricultural
Research, 2009, 1(6):16 —19, 28.

[9] LIUT, LIU HH. Analysis of the factors influencing of the farmer spe-
cialty cooperatives in China[J]. Journal of Anhui Agriculture Sci-
ences, 2008, 36(23) :10254 —10256, 10261. (in Chinese).

[10] LI GM. Differential marketing of agriculture products dominated by
rural cooperative economic organizations [ J ]. Asian Agricultural
Research, 2009, 1(6):20 -23, 33.

[11] HU JH. Analysis of government support peasants professional sys-
tem based on game theory[J]. Journal of Anhui Agriculture Sci-
ences, 2008, 36(26) ;11580 —11581, 11641. (in Chinese).

[12] SUN DL. Farmers’ cooperative ; the important support of agricultural
sustainable development[ J]. Qilu Journal, 2008(1); 89 —=92. (in
Chinese).

[13] CHEN YJ. Discussion on the three characteristics of farmer special-
ty cooperatives| J ]. Journal of Anhui Agriculture Sciences, 2007,
35(7) :3264 —3265. (in Chinese).

[14] HUANG ZH, XU XC. On the institutional arrangements of farmer
cooperatives in China[ J]. Journal of Shandong Agricultural Univer-
sity: Social Science Edition, 2005, 7(4) :15-20. (in Chinese).

[15] XIAO M. Discussion on ways of economic in rural areas of Anhui
province based on cooperatives [ J]. Journal of Anhui Agriculture
Sciences, 2009, 37(29) .14375 -14377.

[16] ZHANG RL. Several suggestions on the speeding up the develop-
ment of Chinese peasant specialty cooperative[ J]. Sci —Tech In-
formation Development & Economy, 2007, 17(30) :141 —142. (in
Chinese).

REEUVEEHHNEZRBIRAT — 2 Fwl 4 162 AMe9ia5 508

KA KRR B, TR (kb ksawgmers, miRE 625014)

WE 2F 7 REE LAMR(SER) R EE AL FHR(FAER) OIS, EFR LA M L ik ANAL & A0 AE A AT AT R A
VEARa) K IBRT AP Bl vl 12 AT eG 162 AMATEA R R R R, R A R AL F R B X FEKE RS, A B THALRRE LAOFLE
BRI, IWIEARA AR IA 20 % v L0375 T VAt B AT # R R AAEAE 0.23 AN, XA A B T EARERS., RE\EL
FHORE, FE UGS REXEN ST R AP A+ FH5UR+ RP7 HAR+F0UR+ R P “FHUAR+ KPS
FREX AR B ESURG T RAEX L + S4FE + RP 7 RFTESFAN T ZBEEX, ATHIER R FHESEAEREA IR
5 F BB T ESEL, RIFHONTFHRAS T ESULRE A RGERAL T T AT E, A ESELRSFAERERGILFEA;
43.83% 4 2 HINH BAT ZBF N EARR ZONAAR BB ZRAME, AT 38 TSR RO FE, — 2RI
Ak ) 89 5 TAE ; 8 iR A4 9 A TAE R BE A AR S BALE 69 B & = RAE B RAT R B G A S AR AT RE R A a9 AR A, a1k
ARG W AR AA R,

AR KR E AR A R IR R R E e SRR L



