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Abstract 
As a response to structural changes in the agricultural economy and given the weak capacity of 
small farmers to deal with such changes, various forms of new cooperative organizations have 
developed in rural China. By March 2012, reportedly there were more than half a million such 
cooperative organizations. This article explores the dynamic interplay of market forces and 
the role of various actors in the formation and growth of these new cooperative organizations. 
Through analysis of different degrees of marketization and commercialization, this article also 
compares the patterns and sectoral distribution of new farmer cooperative organizations across 
the eastern, central, and western regions. 
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摘要
面对中国农业经济结构的转型，传统小农因本身的弱势而难以应对。为此，各种新
型农民合作组织应运而生，在中国农村快速发展。截至 2012 年3 月，各种新型农民合
作组织已超过 50 多万家。本文将探讨市场与各种外部力量在新型农民组织的创建和
发展中的作用。通过对各地农业经济市场化和商业化的分析，本文还将对比新型合
作组织在东部和中西部发展的不同形态及种植结构。
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Recent years have seen a surge in a new cooperative movement in rural China. 
By March 2012, more than half a million new farmer cooperative organizations 
(hereafter NFCOs) were reported (Wang Yong, 2012). Unlike the collectiviza-
tion movement in the 1950s, the recent development of NFCOs does not alter 
the basis of the household responsibility system. It is in part a response to 
ongoing structural changes, namely deepening market reforms and commer-
cialization of the agricultural economy. While commercialization and special-
ization can potentially boost farmers’ income, they can also expose them to 
market risks as reflected in the sharp price volatility in recent years of various 
farm produces from ginger to garlic, to celery and Chinese cabbage. As a result, 
farmers could have a bumper harvest in one year and suffer huge losses in the 
next. Hence small family farmers based on household responsibility need new 
cooperative organizations in order to deal with rapidly changing market con-
ditions. As Fulton points out, “although cooperatives often have been formed 
in reaction to excesses in the market, they are predicated on the presence of 
the market” (Fulton, 1995: 1150). Under the circumstances, sponsored by vari-
ous actors including rural entrepreneurs, agribusiness companies, government 
officials and agencies, NFCOs began to develop rapidly in rural China.

According to China’s law on farmer specialized cooperatives 农民专业合
作法, which took effect in July 2007, “the farmer specialized cooperative is a 
kind of cooperative economic organization based on voluntary participation 
and democratic management for producers of the same products or provid-
ers or users of services for agricultural production” (Bai Lichen, 2008: 111–23). 
While members of cooperatives make financial contributions, money is often 
not the basis of cooperation.

Internationally, farmer cooperative organizations are called variously coop-
eratives, farmer cooperatives, agricultural cooperatives, rural cooperatives, 
and cooperative organizations. In China, the recently developed rural coop-
eratives are called new farmer cooperative organizations, new farmer special-
ized or professional cooperative economic organizations. “New” indicates a 
difference from the agricultural cooperative/collectivization movement in the 
1950s. Calling them “farmer cooperative organizations” instead of the more 
accurate “agricultural” is also for the same purpose although many of them 
are not really founded or run by farmers themselves. The emphasis on special-
ized cooperative organizations is to differentiate them from community-based 
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cooperatives, which are often confused with village collective economic enti-
ties. Also the use of “economic organization” is to distance them from political 
pressure groups and to differentiate them from organizations with other social 
objectives that often function on similar cooperative principles (Wang Jingxin, 
2005: 35–36). For consistency, I use “new farmer cooperative organizations” 
(NFCOs) throughout this article.

Most NFCOs in China take the form of either specialized (professional) 
cooperatives 专业合作社, or specialized (professional) associations 专业协
会. Some have developed into peak organizations of several or many coopera-
tives 合作社联社. In theory, the first two are distinct. In reality, however, they 
are hardly distinguishable and the terms are often used indistinctly. Farmer 
specialized cooperatives usually register with the local industry and com-
merce administration 工商局 as an economic entity, with charters specifying 
the governance structure, such as one vote per member. Members are usually 
required to purchase shares of the cooperative and the distribution of benefits 
is based on both shares and volume of transactions. Members of specialized 
cooperatives are usually more tightly connected. 

In contrast, rural specialized associations are a form of loosely structured 
organization that registers with the local civil affairs administration 民政局 
as a nonprofit organization 社团法人. They are often formed by the techni-
cal departments of government agricultural bureaucracies to provide various 
services to farmers, such as technical support, information and marketing in 
the form of either specialized technical associations 专业技术协会, or sim-
ply specialized associations 专业协会. The former were most prevalent in the 
1980s and 1990s when people simply exchanged knowledge about technology 
or engaged in technical cooperation. Once farmers learned the techniques, 
cooperation would then cease. The latter focused mostly on marketing activity 
on behalf of their members (Bai Junfeng, 2010: 58–60). 

There is another form of NFCOs based on shares 股份合作社. Often, this 
type of shareholding cooperative is organized by agribusiness companies or 
traditional supply and marketing cooperatives. Many of the latter have now 
been converted into shareholding cooperatives. Registered as economic enti-
ties 企业法人, these co-ops distribute benefits based primarily on shares or a 
combination of shares and transaction volumes after deducting various com-
mon funds for the operation of the organization (Bai Junfeng, 2010: 58–60). 
According to Feng Fei, in 2003 about 5 percent of the NFCOs in China were 
share-holding cooperatives (Feng, 2009: 33). In Han Shuming’s study of  
Weifang, they constituted 6.5 percent in 2006 (Han Shuming, 2007: 57) and 
about 25 percent in Han Jun’s 2007 study of 140 NFCOs in nine provinces (Han 
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Jun, 2007: 15–16). But since they are run very much like agribusiness firms, they 
are not the focus of my analysis. 

Based on field research of new farmer cooperatives in Beijing, Hebei, Henan, 
and Sichuan, in combination with extensive archival research, especially sur-
vey data by Han Jun, Xu Xuchu, and others, this article explores the underly-
ing forces behind the rapid development of NFCOs in rural China as well the 
mechanism (difficulty) through which cooperation among small family farm-
ers becomes possible. I will not only analyze the dynamics of the market forces 
and the role of various actors in the formation, growth, and patterns of the 
new rural cooperative organizations but also look at the forms, regional varia-
tions, and sectoral distribution of these organizations. Finally, I will examine 
the impact as well as limitations of the NFCOs.

Agrarian Crisis, the Hidden Agricultural Revolution, and the Need for 
Cooperation

Understanding the development of the new cooperative movement must be 
anchored within a broad macroeconomic picture in which China is experienc-
ing almost simultaneously an agrarian crisis and a “hidden agricultural revolu-
tion.” The agrarian crisis affects mostly the interior provinces of central and 
western China while the agricultural revolution is occurring mostly along the 
affluent coastal regions in east and southeast China. Both the agrarian crisis 
and the agricultural revolution call for new policies and institutions to deal 
with the ever-changing situation. 

The agrarian crisis can be seen from the slower income growth for rural 
residents, rising urban-rural income disparity, inadequate provision of pub-
lic goods and services to rural residents, and growing instability in rural areas 
(Tian, 2004, 2007, and 2009). With the dismantling of collective farming and 
the associated welfare system, the return to small family farming has made vil-
lagers much more vulnerable to natural disasters and market fluctuations. 

To defuse the agrarian crisis, the government has implemented a series of 
policies, such as the tax-for-fee reform, then abolished agricultural taxes and 
undertook corresponding administrative reforms to restructure local institu-
tions of governance. More recently, it increased the financial support of rural 
projects and started to extend the provision of public goods to rural residents. 
However, none of these measures has effectively stopped the growing income 
disparity between urban and rural residents. Therefore, there have been increas-
ing calls for farmers to get organized in order to avoid further marginalization.
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At a time when all the attention is focused on the agrarian crisis, a major 
structural change in agriculture has already been underway. In many parts of 
rural China, market reform has led to increasing commercialization and spe-
cialization of the agricultural economy, especially along the southeast coastal 
regions. In these places, many farmers have begun to move away from grain 
production to growth of vegetables and fruits as well as “livestock-poultry-fish 
farming” targeted at the new consumption demands of the emerging urban 
middle class or exports.1 Philip Huang calls this transformation of the rural 
economy “China’s hidden agricultural revolution” 中国的隐性农业革命 
(Huang, 2010a). This new agricultural revolution takes the form of the verti-
cal integration of small family production with processing and marketing. Its 
“capital-labor dual intensifying” production based on small farms is “not really 
open to economies of scale (产量), though compatible with economies of 
scope (产值)” (Huang, 2010a: 2–3; 2011: 108, 114). 

However, while commercialization and specialization of the agricultural 
economy have the potential to raise farmers’ income, they also expose them 
to more market risks, hence the need for cooperative organizations to help 
farmers share risks and gain technical assistance. Besides, specialized produc-
ers also need cooperative efforts to handle the rising costs of marketing, stor-
age, transportation, and processing. For example, in a study by Bijman and Hu, 
while the primary function of most of the cooperatives is technical support, 
almost all of them engage in marketing activities on behalf of their members 
(Bijman and Hu, 2011: 107). In addition, a major shift has occurred in China’s 
food markets with the establishment of more integrated supply chains. The 
rise of supermarkets, convenience stores, and export markets as well as rising 
food safety concerns all require higher quality standards that are beyond the 
means of traditional small farmers (World Bank, 2006: 13). In response, the 
government began to actively promote the development of NFCOs “in order to 
strengthen market access and quality improvement by small farmers” (Bijman 
and Hu, 2011: 104).

It is the convergence of these two forces, one political and the other eco-
nomic, that undergirds the emergence and growth of NFCOs in various parts 
of China. As an intermediary between market, agribusiness, and small farm-
ers, NFCOs could help “link small farmers to traders, processors, and retailers 
downstream,” hence facilitating their “participation” in supply chains (Bijman 

1 China’s consumption pattern of grain, meat, and vegetables has changed from a ratio of 8:1:1 
to 4:3:3 in recent years. See Huang, 2010b: 11; 2011: 107–34.
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and Hu, 2011: 100). Many NFCOs offer protective prices to purchase members’ 
products when prices fall below the market price. Also, through marketing of 
products as well as joint purchase of production inputs, cooperative organi-
zations can help members gain access to credit, achieve economies of scale,  
and reduce costs by giving them more bargaining power in the marketplace 
(Bijman and Hu, 2011: 100–101; Deng et al., 2010: 501). 

Finally, as young rural laborers migrate in large numbers to seek opportuni-
ties in cities, people left in the countryside are becoming increasingly too old 
and feeble to farm. Under the circumstances, cooperatives could function as a 
platform to free those farmers from the land but still let them enjoy the profits 
from the land they provide to the cooperatives as shares while at the same time 
give more land to those who are willing and capable to farm, making them 
more efficient through economies of scale (CNTV, 2013). 

The Logic of Collective Action and the Formation of NFCOs 

However, the functional need for new institutional arrangements to deal with 
uncertainties in the marketplace does not necessarily lead to the creation of 
such institutions. This is because of the difficulty in organizing cooperative 
efforts among small family farmers. Given the weak tradition of coopera-
tion and absence of institutional means to enforce contractual obligations, 
any attempt to initiate cooperative organizations in rural communities will 
inevitably incur high transaction and organization costs 交易与组织成本. 
Cooperativization has been further undermined by memories of the excesses 
and failures associated with the earlier agricultural cooperative and collectiv-
ization movement when the egalitarian distribution of surplus labor and the 
consequent erosion of incentives to work eventually led to the stagnation of 
agricultural production. 

The task has been made even more difficult by the “atomistic setting” (Fulton, 
1995: 1144; He Xuefeng, 2007, 2010) in rural communities ushered in following 
the collapse of collective farming and an increasingly individualistic culture in 
the broader social and economic environment within which efforts to organize 
farmers into cooperatives have taken place. As Pan Wei points out, “the house-
hold responsibility system has liberated farmers but also disorganized them” 
承包责任制解放了农民，也解散了农民 (Pan and Gao, 2012). 

Thus, collective action requires conditions under which peasants find it in 
their personal interest to contribute resources to the common good and not to 
be free riders. Villagers will get involved in cooperative action only when they 
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are convinced that others will do so. Collective action could also be possible 
when there is trusted leadership that can convince members that the benefits 
of engaging in cooperative efforts will exceed their individual costs and the 
profits will be fairly distributed. 

Where trusted leadership is absent, collective action is possible only among 
small and socially homogenous groups because they can minimize problems 
of coordination and reduce the free-ride problem. Also by joining small groups, 
each individual can have “a significant influence over the organization’s policy 
and the nature of any collective good it would obtain” (Olson, 1982: 24; also 
Olson, 1965).

This logic may explain why many of the new rural cooperative organiza-
tions among specialized producers/households with a certain production scale  
专业户 are far more successful than those among non-specialized households 
兼业户. Specialized producers of a certain scale are more likely to have higher 
stakes and a stronger desire for cooperation and therefore be more willing and 
able to afford the initial cost of setting up a cooperative and the subsequent 
effort to maintain it. It does not make sense to include too many small farmers 
in a cooperative if the costs of managing a larger group overweigh the benefits. 

Theoretically, the democratic governance structure required for new rural 
cooperative organizations should turn members into effective stakeholders. 
Therefore it should be able to reduce opportunistic behavior in organizing 
collective action. However, a democratic governance structure, voluntary par-
ticipation, and a distribution system based on a combination of shares and 
patronage also imply an inherent conflict of interest between owners (inves-
tors) and users (patrons) of the cooperative “over residual claims and deci-
sion control” (Cook, 1995: 1156). This contradiction could, in turn, undermine 
incentives “for members to contribute to growth opportunities,” especially in 
the long run (Cook, 1995: 1157). Also, given the limited financial contributions 
and stakes, ordinary members do not have a strong attachment and a sense of 
responsibility for the health of the cooperative. 

Besides, given the small scale of production on Chinese family farms, often 
cooperatives do not really make a huge difference. In other words, economic 
gains from organizing or joining cooperative organizations are just too meager 
to induce farmers to join cooperatives, especially considering the high transac-
tion and organizational costs involved. 

But a deeper challenge for organizing cooperatives may lie in culture and 
the nature of the polity. In pluralist societies, competing groups get organized  
to further their interests and their impact on policy depends largely on their 
ability to organize for a purpose in order to articulate their demands. Those who  
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are unable to organize, risk being marginalized and bearing the costs of poli-
cies that are detrimental to their interests (Olson, 1982: 37). Thus, it is the cost 
of not getting organized that propels people into collective action to ensure 
that their interests will not be compromised. Rural cooperatives as an impor-
tant institutional format to organize farmers in pluralist societies are part of 
the process because they are formed to represent the interests of farmers or 
other agricultural producers (Sheingate, 2001; Olson, 1965: 148–59). 

In Chinese society, the absence of the “pluralist notion of society as an 
arena of contending groups” (Lieberthal, 1995: 16) and continuing restrictions 
on the formation of political pressure groups constitute prohibitive barriers 
to efforts to organize collective action. This is reinforced by a cultural tradi-
tion with a strong emphasis on family and social relations (Lieberthal, 1995: 
13; Fei, 1992). In this situation, “cooperative efforts at a social level are difficult 
to extend beyond those who share particular ties, such as in clan and lineage 
organizations” (Lieberthal, 1995: 16). Given the high costs and risks of organiz-
ing collective action, it would be very difficult to form and sustain cooperative 
organizations among small family farmers without strong shared interests or 
external intervention. This task has been made even more difficult as the young 
and more capable elites seek employment outside the agricultural sector. 

Different Actors in the Formation of NFCOs

As mentioned above, it is the convergence of two forces that drives the rapid 
growth of NFCOs: one is the government effort to defuse the agrarian crisis and 
the other is the need generated by the new agricultural revolution to cope with 
the uncertainty of the marketplace. However, given the high transaction costs 
and weak capacity of small family farmers to get organized, new cooperative 
organizations will not arise without entrepreneurs or other external forces tak-
ing the initiative to overcome collective action problems. 

Hence, the first type of rural cooperative organization is formed through the 
initiative of rural entrepreneurs 专业大户/能人带动型. This kind of NFCO 
is the product of market forces and evolves “in response to new products and 
new market structures” (Lang, 1995: 1164). In China, deepening commercializa-
tion and the specialization of the agricultural economy create the need for new 
cooperative organizations to handle price volatility, provide technical support, 
and stabilize supplies in both processing and transportation. Some entrepre-
neurs, specialized producers, traders or brokers, often with local government 
support, have taken the initiative in forming new cooperative organizations. 
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Given the necessity to share costs for storage, processing, transportation, and 
marketing, this kind of cooperative among specialized producers of a certain 
scale is more likely to work because of the high stakes involved and potential 
rewards for cooperation.2 According to Han Jun’s 2007 study of 140 coopera-
tives in nine provinces, 53.57 percent were initiated by specialized producers 
养殖大户 and 37.14 percent by traders and brokers 营销大户 (see Figure 1).3 
In another survey of 198 marketing cooperatives in Hubei providence in July 
2009, 19 percent were established by farmers themselves, 22 percent by trad-
ers and brokers, and 15 percent by processors of farm products (Bijman and 
Hu, 2011: 105).

This type of cooperative arises when the success of some rural entrepre-
neurs induces others to get into the production of the same or similar products. 

2 For example, the Yongquan Orange Cooperative in Linhai, Zhejiang province, requires 
members to have at least five Chinese acres (mu) of oranges. The Liumu Poultry Cooperative 
in Wenling, Zhejiang, requires members to have annual sales of 300,000 chickens or a stock of 
more than 50,000 chickens. The asparagus cooperative in Sanmen, Zhejiang, initially required 
members to have at least one mu of asparagus per share in the organization. Later it raised the 
requirement to three mu per share, which effectively cut the number of qualified households by 
about 80 percent (Feng, 2009: 196–97).

3  Since the number does not round up to 100 percent, many of these entrepreneurs must have 
overlapping identities. 

Figure 1. Founders of New Farmer Cooperative Organizations in  
Nine Provin ces, 2005

Note. The nine provinces are Zhejiang, Shandong, and Jilin in east China; Anhui, 
Henan, and Hebei in central China; and Sichuan, Shaanxi, and Gansu in west 
China.
Source. Han Jun, 2007: 13.
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Then competition or the need to increase the scale of production forces the 
first entrepreneur to organize other producers into cooperative organizations. 
For example, when in 1997 Ling Yong of Guiping, Guangxi, met success by rais-
ing a special kind fish 七星鱼, many local farmers followed suit and got into 
the business. But soon they encountered difficulty in marketing their products 
given the small scale of their operations. Quickly they turned to Ling for help. 
Ling agreed because he was just planning to increase his own scale of produc-
tion. As a result, eight fish farmers formed a fish farming association in order to 
offer technical support and coordinate marketing. After successfully renting a 
place in a fish market in Guangdong, they attracted more than thirty farmers to 
join. Together, they shared costs for their routine operations, insurance, as well 
as technical advisors through membership fees and fees based on the volume 
of member’s transactions (Fu, 2006: 208–9; interview with Kang Xiaoguang on 
Nov. 22, 2010).4

Specialized cooperatives formed by entrepreneurs have spread all over China 
but they are most prevalent in the coastal regions like Zhejiang province where 
commercialization of agriculture is highly developed. In June 2004, among the 
2,718 NFCOs in Zhejiang, 40 percent were formed by rural entrepreneurs / spe-
cialized producers (Wang Jingxin, 2005: 130). By 2006, the share increased to 
almost 75 percent of the total of 4,379 NFCOs in Zhejiang (see Figure 2). 

The commercialization of agriculture in the coastal regions and around 
major metropolitan areas has generated the need for an institutional mecha-
nism to deal with price volatility and market uncertainty. This is combined 
with a rich tradition of commerce in the area where private businesses often 
take the form of cooperatives 合伙制企业 and shareholding companies  
股份制企业 (Tsai, 2002: 120–65). The popularity of these institutional arrange-
ments spills over to the rural sector of the economy, which is undergoing what 
Philip Huang calls a “hidden agricultural revolution.” The rapid development 
of NFCOs in the east coastal regions is largely due to the rich density of entre-
preneurship and institutional mutation that provides an effective mechanism 
through which rural entrepreneurs, often with government support and incen-
tives, can organize farmers into cooperative organizations.

A related form of NFCO has been initiated by agribusiness companies. These 
often take the form of prearranged purchase contracts between an agribusi-
ness firm and individual farm households 公司 + 农户 in which participating 

4 Case studies like this are plentiful in Wang Jingxin, 2005; Han Jun, 2007; Feng Fei, 2009; 
Huang, 2010b and 2011; Xu and Huang, 2009, as well as www.ccfc.zju.edu.cn (中国农民合作组
织网). 



 J. Q. Tian / 
370 Rural China: An International Journal of History and Social Science 10 (2013) 360-388

members agree to sell their products to the firm. In turn, the firm provides 
farmers with a guaranteed price, production inputs, technical support, and 
other services. This type of arrangement is almost identical to purchase order 
arrangements by marketing cooperatives,5 although the distribution of profits 
of the latter is largely based on “ownership shares or payback-from-profits” as 
well as volume of transactions (Huang, 2011: 122). However, such contracts are 
often breached by both farmers and agribusiness firms in reaction to changes 
in price and market conditions. Since it is also criticized for exploiting farmers 
due to the asymmetric power relations between the two, this form of contrac-
tual relationship was gradually replaced by a new model with rural cooperatives 
as intermediate between the agribusiness firm and individual farm households 
公司 + 合作社  + 农户, although in many cases the cooperative is often an 
affiliate of the agribusiness company formed to reduce the transaction costs in 
dealing with individual farm households (World Bank, 2006: 14).

The second type of rural cooperative organizations was formed on the ini-
tiative of government officials or agencies 政府推动型/主导型. The role of 
government is crucial not only in policy making, the establishment of a legal 
framework, technical training, and financial incentives such as tax exemptions 

5 This is a typical method of marketing cooperatives to manage risks (see Ligon, 2009).

Figure 2. Founders of New Farmer Cooperative Organizations in Zhejiang, 
2006

Source. Economic and Management Division, Department of Agriculture, Zheji-
ang province (Xu and Huang, 2009: 55).
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but also in the formation of NFCOs. For example, in Han Jun’s 2007 study of 
140 cooperatives from nine provinces, 55 percent were launched by govern-
ment agencies (see Figure 1). In Bijman and Hu’s survey of marketing coop-
eratives in Hubei, 22 percent were set up by local officials and 10 percent by 
technical advisors from state agencies. Together about a third of all the new 
cooperatives in their study were initiated by government officials or agencies 
(Bijman and Hu, 2011: 105–6).

Aside from the structural changes mentioned above, the government has 
promoted NFCOs out of fear of the potential negative impact of rising imports 
on farmers’ income following China’s entry into the WTO in 2001. Accord-
ingly, the government began to actively encourage farmers to specialize in 
areas where China has a comparative advantage such as the growth of veg-
etables, fruits, and fish farming. Hence the policy to form cooperative organiza-
tions in order to increase the scale of production, handle price volatility, and 
 provide the technical support required for higher food safety and sanitation 
 standards. 

In line with this policy, in 2002 the Ministry of Agriculture chose a hundred 
new rural cooperatives and six municipalities across the country for an experi-
ment. The following year, it designated Zhejiang province as a pilot site (Xu and 
Huang, 2009: 4; Han Jun, 2007: 36). This may explain why Zhejiang is spearing 
ahead in the development of NFCOs. By the end of 2007, Zhejiang had alto-
gether 5,659 NFCOs with a total membership of 385,000 rural households and 
more than three million associated households (Xu and Huang, 2009: 4–5). In 
2003 the Ministry of Finance also selected a hundred NFCOs across the coun-
try to support. Between 2003 and 2008, the central government allocated a 
total of RMB545 million to support the development of NFCOs (Xinhua, 2009). 
In addition, according to Han Jun, provincial and local governments have also 
provided more than RMB300 million to support more than 2,000 NFCOs (Han 
Jun, 2007: 35). 

Government support may explain why the formation of the first wave of 
NFCOs clustered around 2002. According to a 2007 study by Han Jun et al., 
of 140 NFCOs in nine provinces that received central government funding, 
77.14 percent were formed between 2000 and 2005, 17.86 percent between 
1995 and 1999, and only 5 percent before 1995 (see Figure 3). This finding has 
been reconfirmed by data on NFCOs in Zhejiang, where about 78.9 percent of 
NFCOs were formed between 2000 and 2004, 15.9 percent between 1996 and 
1999, and only about 5.2 percent before 1995 (see Figure 4).

Government support also played an important role in the second surge of 
NFCOs after the law on farmer cooperatives took effect in July 2007. In 2005, 
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Figure 3. The Formation of Rural Cooperative Organizations in Nine Provinces 
(Total 140)

Note. The nine provinces are Zhejiang, Shandong, and Jilin in east China; Anhui, 
Henan, and Hebei in central China; and Sichuan, Shaanxi, and Gansu in west 
China.
Source. Han Jun, 2007: 12.

Figure 4. Formation of Model Cooperatives in Zhejiang, 1980–2004 (Total 270)

Source. Economic and Management Division, Department of Agriculture,  
Zhejiang (Xu and Huang, 2009: 48).
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there were reported to be 150,000 NFCOs nationwide; in 2008, according to 
one study, the number had grown to 208,000 (Deng et al., 2010: 499), which 
is close to the number of 180,000 registered NFCOs reported by the Ministry 
of Agriculture for 2008 (Deng et al., 2010: 500). Then it jumped to 270,000 in 
early 2010, 446,000 by the first half of 2011 (Liu Tao et al., 2012), and 552,300 
by March 2012 (Wang Yong, 2012). While the real number of NFCOs remains, 
at best, an educated guess, scholars tend to agree that the legislation granting 
legal status to NFCOs has been a boon for their growth (Deng et al., 2010: 500; 
Bijman and Hu, 2011: 100). 

While the central government’s promotion of NFCOs was driven by the per-
ceived urgent need to defuse the agrarian crisis, local government support has 
been motivated largely by consideration of achievement performance 政绩 in 
increasing farmers’ income as well as the pressure of administrative reforms, 
which are part of a series of policies to reduce farmers’ burdens. Both see NFCOs 
as a potentially useful tool to organize farmers to achieve their objectives.

Most active at the local level are government agencies with responsibility 
for agriculture 涉农部门, technical support 农技部门/科技站, and former 
supply and marketing cooperatives 供销社. With their jobs on the line, these 
largely dysfunctional government agencies came under increasing pressure to 
transform themselves into service providers to farmers. Therefore, they have 
had no choice but to take the initiative in the formation of NFCOs in order to 
justify the legitimacy of their very existence. 

Clearly, while many of the new cooperative organizations are called “farmer” 
cooperative organizations, few have really been formed by farmers. Instead, 
they are often the products of joint efforts by specialized growers, entrepre-
neurs, agribusiness companies, and government agencies or officials eager to 
promote the growth of the rural economy and increase farmers’ income. It is 
the dynamic interplay of market reform, commercialization and specialization 
of agriculture, and government incentives and support that drives the develop-
ment of NFCOs.

The role of the government in the new rural cooperative movement also 
varies from one region to another. In areas where commercial agriculture is 
highly developed, such as Zhejiang, it is primarily market forces that created 
the demand for cooperatives among specialized producers to jointly deal with 
uncertainties in the marketplace or among agribusiness companies to pool 
small producers together in order to stabilize supply of inputs, ensure quality, 
and achieve economies of scale in both input and output operations.

In comparison, given their distance and isolation, in poor interior regions agri-
culture often continues to rely heavily on grain production. Commercial agriculture 
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and other sideline activities, as Philip Huang has noted, only develop by the 
side as a supplement 兼业经营. Even if there are impulses toward formation 
of NFCOs in order to navigate the uncertainties of the marketplace, they tend 
to be weak.

In view of this, many of the NFCOs in the western region were initiated by 
local government or government agencies with a mission to help the poor.6 
According to a 2006 study by Feng Fei of 74 NFCOs in nine western provinces / 
autonomous regions (excluding Xinjiang, Tibet, and Chongqing), 44.6 percent 
were set up by agricultural technical departments 农技部门, 39.2 percent by 
rural entrepreneurs or specialized growers, 6.8 percent by agribusiness com-
panies, and 6.7 percent by former supply and marketing cooperatives (Feng, 
2009: 74). 

However, the role of the market and the government in the formation of 
NFCOs has also varied over time. For example, in the year 2000, of all NFCOs 
in Zhejiang, 74.9 percent had been initiated by government agencies and only 
19.8 percent by farmers themselves (Xu and Huang, 2009: 46). By 2006, the 
picture was almost completely reversed with 74.6 percent of all NFCOs being 
set up by farmers themselves (Xu and Huang, 2009: 55) (see Figure 2).

This drastic change may be the result of the demonstration effect of those 
early cooperative organizations initiated mostly by the government and its var-
ious agencies. It may also indicate that as market reform deepens, more rural 
entrepreneurs begin to feel the impact of market competition, and recognize 
more opportunities as well as pressure to take the lead to get farmers organized 
to handle market risks and increase economies of scale. 

However, although the government can help reduce the transaction costs 
of organizing collective action, too much government involvement can also 
create a sense of dependence by farmers or inadvertently induce opportunistic 
behavior such that farmers and entrepreneurs join new cooperative organiza-
tions only for short-term gains such as financial subsidies (Zheng, 2009: 190–91, 

6 For example, many farmers in Wuzhou, Guangxi province, grow lychees, a highly valued 
fruit. Given the large amount of lychees produced in the area, it was beyond the capability of any 
individual farmer to launch a cooperative organization needed for marketing, transportation, and 
technical support, in order to sell lychees at a good price in the prosperous neighboring province 
of Guangdong, especially in the city of Guangzhou. Thus, the local government took the initiative 
in organizing farmers into lychee specialized associations in which members share costs as 
well as earnings based on the volume of their transactions (interview with Kang Xiaogong, Nov. 
22, 2010). Similar lychee associations have also been organized by the government in western 
Guangdong province, adjacent to Guangxi (Fu, 2006: 203). More cases can be found at www 
.caein.com/index.asp?xAction=xReadNews&NewsID=11395. 
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202). Still worse, many local governments and agribusiness companies formed 
fake cooperatives for the sole purpose of receiving tax exemptions and gov-
ernment funding (Li Kejun, 2012; World Bank, 2006: 40, 45; and interviews).7 
According to one estimate, 20 to 40 percent of all the registered cooperatives 
are fake (Xinhua, 2009). This kind of cooperative provides “little or no services 
to farmers” (World Bank, 2006: 20) and will collapse as soon as government 
incentives run out 有利就合，无利就散 (Feng, 2009: 161–62). Also, tre-
mendous confusion could arise in registration and management as a result of 
involvement of various government agencies in the formation of NFCOs. 

The third type of new rural cooperatives consists of entities sponsored and 
promoted by concerned scholars, social activists, student volunteers, and non-
profit organizations. The most famous were either incubated by or associated 
with James Yen’s Institute of Rural Reconstruction ( JYIRR 晏阳初乡村建设
学院). Located in Zhaicheng, Dingzhou, the institute was founded in 2003 by 
Wen Tiejun, a noted expert on rural issues and dean of the School of Agricul-
tural and Rural Development at Renmin University in Beijing. Following the 
tradition of the rural reconstruction movement led by James Yen and Liang 
Shuming in the 1920s and 1930s, Wen and a group of young activists began 
their own experiment in search of a solution to China’s agrarian crisis (Inter-
views and observation; Lu, 2006).8 

Recognizing China’s severe resource constraints, Wen and some like-
minded intellectuals such as He Xuefeng and He Huili believe that it is practi-
cally impossible for China to emulate the Western path of modernization. In 
their view, in the foreseeable future, the vast rural population in China cannot 
be easily absorbed into cities and therefore will have to continue to stay in the 
countryside. Thus, the future for the vast majority of China’s rural population 
will be “to rebuild a people-centered and community-based local economy” 
through the revival of the community spirit and the empowerment of farmers 
(Dale Wen, 2007).

Working toward this goal, beginning in April 2004, JYIRR started offering 
free training sessions to farmers from various parts of China. The topics range 
from organic agriculture, sustainable development, environment, biodiversity, 
community organizing, and ecological buildings, to rural cooperatives. With 

7 Interviews with local agricultural officials in Henan, Oct. 4, 2006, July 1, 2012, and with Gao 
Xiangjun in Sichuan, July 25, 2010.

8 Interviews and observation at JYIRR, interviews with staff, villagers, and the village party 
secretary, Mi Jinshui, in Zhaicheng, Sept. 23–25, 2006. Wen Tiejun’s experiment in Zhaicheng 
ended in April 2007 when the James Yen Institute of Rural Reconstruction was closed, for 
unknown reasons, by the local authorities.
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funding from Hong Kong and international NGOs as well as from Wen Tiejun’s 
own pocket, some graduates were given “seed money” to experiment with 
what they have learned from the training programs. Over the years they have 
founded more than a dozen rural cooperatives as well as cultural and civic 
groups in their home villages (Dale Wen, 2007; Lu and Qiao, 2006: 18).9

Initially, the economic mission of these cooperatives was limited to the joint 
purchase of production inputs to bargain for a lower price and ensure qual-
ity for their members. Joint marketing, pest control, organic agriculture, and 
mutual credit cooperatives were also envisioned. It was hoped that through 
creation of scale economies in input and output, the cooperatives could not 
only cut costs for members but also help build up trust so that these co-ops 
could survive “on a relatively small scale” (Lang, 1995: 1163).

However, cooperatives incubated by JYIRR usually do not engage in produc-
tion decisions, which Wen Tiejun believes would doom them (Interview with 
Wen Tiejun, Sept. 5, 2006; Wen, Tiejun, 2006a: 23–24, 150). This sentiment 
echoes Ligon’s argument that “co-ops are good at helping members manage 
marketing risk, or idiosyncratic variation in price observed within the course 
of a single season. However, agricultural cooperatives seem not to be particu-
larly good at helping their members to manage production risk, which involves 
variation in yield over the course of several years” (Ligon, 2009: 1211).

My own interviews and observation at the Zhaicheng, Huzhai, Chenzhai, 
and Nanmazhuang cooperatives, however, reveal only limited progress. Except 
for a few leaders and activists, the cooperatives seem to be largely irrelevant to 
most villagers. This might be due to the low level of specialization of agricul-
ture and high transaction costs in these mostly interior regions where agricul-
ture still largely depends on grain production. 

Hence unlike cooperative organizations formed by rural entrepreneurs and 
specialized producers along the east coast, especially in Zhejiang, which are 
oriented toward increasing profit margins and farmers’ income, cooperatives 
associated with JYIRR seek to incorporate many aspects “of traditional Chinese 
culture, including harmony with nature, community values, and a sense of 
sufficiency instead of endless pursuit of wealth and consumption” (Dale Wen, 
2007). Accordingly, efforts to revive community spirit and empower rural  

9 Most famous among them are the Hecun, Huzhai, Chenzhai, and Nanmazhuang cooperatives 
in Lankao, Henan province; the Zhaicheng Cooperative in Dingzhou, Hebei province; the 
Jiangzhuang Cooperative in Yutai, Shandong province; the Nantang Agricultural Cooperative 
in Fuyang, Anhui province; and the Wushe Fengyan Comprehensive Economic Cooperative in 
Qijiang, Chongqing (see Wen Tiejun, 2006b). 
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people start with culture by organizing rural women into performance troupes 
文艺演出队/腰鼓队 and senior citizens associations 老年人协会. Through 
these activities, the organizers hope to cultivate a spirit of cooperation and revi-
talize traditional values such as respect and care for senior citizens 敬老，养老 
的好风气, and promote harmonious relations between senior citizens and 
their daughters-in-law 婆媳关系. With the reconstruction of village commu-
nities and in the spirit of cooperation, farmers could be empowered to obtain 
better access to public goods and services such as irrigation, education, health 
care, and public safety in rural communities as well as a rich cultural life 文化
心理需求. Only through cooperation in economic, social, and cultural activi-
ties can small farmers better handle the stress of rising inequality, alienation, 
marginalization, and other issues related to industrialization and urbanization 
(Wen Tiejun, 2006b: 90; also He Xuefeng, 2004). 

These “neo-traditionalist” cooperative experiments incubated through 
JYIRR and other research institutions are located mostly in the central prov-
inces. This is China’s major grain producing area and most rural families still 
engage in agricultural / grain production. Therefore it is not surprising that the 
region has experienced the most severe agrarian crisis and that there are fre-
quent reports of peasant protests and rural instability. The proximity to Beijing 
and other centers of rural studies makes agrarian issues 三农问题 keenly felt 
by many concerned scholars in the numerous universities and research insti-
tutions in the area. At the same time, this also makes it an ideal location for 
experimenting with their ideas or ideals for rural reconstruction.

The fourth type of rural cooperatives is a hybrid of sponsorship by interna-
tional or government agencies and promotion by entrepreneurial personali-
ties. There are two notable cases. One is the Association of Rural Development 
of Yilong (ARDY 仪陇乡村发展协会) in Sichuan province. Founded in 1995 
with initial funding of RMB2.65 million from the UN Development Program 
(UNDP) (Wu, 2009), ARDY is registered as a nongovernmental organization. 
Its secretary-general, Gao Xiangjun, however, has served in various leadership 
positions in the Yilong county government. While ARDY still gets support from 
the county government due largely to Gao’s stature and influence, ARDY oper-
ates mostly as an independent entity under the leadership of Gao. It actively 
searches for funding from various sources including international develop-
ment / aid organizations, government poverty-alleviation agencies, NGOs, 
charity organizations, and even private donors (Ghandi and Fogla, 2007; ARDY 
website, www.ardysc.org.cn.). During its initial stages, Gao even sold two of 
her own apartments to raise money for ARDY (Interview, July 25, 2010). Pres-
ently ARDY mostly relies on revenues generated from its own micro-lending 
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operations, which pays salaries for its staff except Gao, who is still on the gov-
ernment payroll. 

ARDY’s original mission was to promote women’s participation in eco-
nomic and social life. But now it mostly relies on micro-finance as a means 
to promote rural development. Since 1995, ARDY has established branches 
in eight towns and has three thousand households as clients (Wu, 2009).  
In 2005, ARDY launched a new lending strategy to help the poor by forming  
village credit cooperatives 村互助基金/农村扶贫互助社 so that it can 
expand the distribution of loans through community-run organizations. By 
2010, a total of 22 village credit cooperatives had been established with a mem-
bership of 2,460.10 Beyond mutual assistance in credit and production, these 
credit cooperatives also engage in the collective purchase of production mate-
rials and marketing of members’ products.11 Upon the establishment of each 
village cooperative, ARDY seeks approval of and support from local commu-
nity leaders. This project receives support from the Yilong county government 
in the form of RMB500 matching funds for each participating villager who con-
tributes RMB500 to the village credit cooperatives. For the poorest villagers (as 
determined collectively in a given village) such contributions are waived and 
their participation is completely subsidized by the government (Interview and 
observation, July 26, 2010).

The other notable case is He Huili and her experiment with rural coop-
eratives in Lankao county in central Henan (He, 2006: 84–102; Wen Tiejun, 
2006b: 103–22). He Huili is a professor at Chinese Agricultural University but 
in 2003 was appointed interim deputy magistrate of Lankao county 挂职. The 
appointment was renewed in 2008, with an additional position as a member 
of the standing committee of the Lankao county Communist Party Committee 
县委常委. Since 2004 He has founded four cooperatives in Lankao: Chenzhai, 
Hecun, Huzai, and Nanmazhuang. 

Influenced by Wen Tiejun, He’s cooperative experiments in Lankao also fol-
low the neo-traditionalist approach which emphasizes uplifting the spirit of 
rural communities and luring rural residents away from unhealthy pastimes 
such as gambling. Hence their work is initially mostly restricted to cultural activ-
ities such as organizing performance troupes and senior citizens associations; 

10 “ARDY, “Summary 2011,” Sept. 14, 2012, www.ardysc.org.cn/zhuyaochengji/2012-09-14/351.
html (ret. Oct. 9, 2012). 

11 ARDY document, “农村金融扶贫商业模式与村级扶贫互助社建设模式的探索与实
践” Sept. 2009 (personal collection).
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there is little involvement in profit-seeking activities.12 The hope is to cultivate 
a cooperative spirit among farmers through these activities before the forma-
tion of cooperative organizations. 

Farmers’ initial response was enthusiastic but this enthusiasm soon wore off. 
Gradually, all four cooperatives in Lankao began to engage in some economic 
activities, but with only limited success. The Hecun cooperative launched into 
hog farming and credit cooperation (Chen Kuo, 2010: 76–77). Huzhai ventured 
into growing carrots and wood painting. The Chenzhai cooperative tried its 
fortune in vineyards and livestock (hog farming and rabbits). The most famous 
of the Lankao experiment is Nanmazhuang. With a capital of 30,000 yuan, the 
Nanmazhuang cooperative has engaged in several economic ventures such as 
organic rice, mushrooms, and credit cooperation. Growing organic rice and the 
ensuing difficulty in selling it earned He Huili her national fame as the “rice- 
selling professor” 卖米教授. Later on, utilizing her official status and connec-
tions, He tried to organize some form of community-supported agriculture, 
hoping to link urban consumers to organic farmers in Lankao (Dahe bao, 
2008).

However, when I went to visit the Huzhai cooperative in the fall of 2006 and 
the Chenzhai and Nanmazhuang cooperatives in the summer of 2010, these 
economic activities had largely ceased. In Huzhai, while there are still wood 
paintings in the village common room, villagers no longer seemed to take them 
seriously. What is left of Chenzhai’s business adventure is merely the joint pur-
chase of animal feed among a small group of villagers raising rabbits. Even the 
cultivation of the famous organic rice in Nanmazhuang had largely faded away 
due to its impact on soil quality 土质板结. Nanmazhuang’s new business 
venture is growing lotus roots together with crabs 藕蟹混养.13 Clearly, while 
charters and rules are still on the wall, these cooperatives have largely ceased 
to perform any economic function except occasional shows by the perform-
ing troupes whose work has largely been commercialized with earnings being 
used mostly to pay performers for each show (Chen Kuo, 2010: 75). 

Both Gao and He are partly government officials but function mostly as 
social activists and entrepreneurs dedicated to the cause of promoting rural 

12 Together with these four cooperatives, He Huili also founded five farmers performance 
teams and two senior citizens associations 老人协会.

13 Interviews on Oct. 6, 2006, with Wang Suijun, party secretary of Huzhai, Wang Jiwei and 
Hu Diansi, director and member of the supervisory board 监事会 of the Huzhai cooperative 
respectively; interviews with Zhang Xianbin, party secretary of Nanmazhuang and executive 
director of the Namazhuang cooperative, and Liu Pingjun, executive director of the Chenzhai 
cooperative on Aug. 5, 2010.
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development through new rural cooperatives. Gao, while still a government 
official, works mostly at ARDY as a social entrepreneur without much gov-
ernment involvement. He, while an academic, functions mostly under the 
officialdom of her status as the interim county deputy magistrate and lately 
a member of the county party standing committee. As government officials, 
their status and connections give them the resources that make their projects 
in rural development possible and at the same time provide them with leeway 
to experiment in untested areas in the central and western poor regions.

Regional Variations and Sectoral Distribution of NFCOs

Regional Variation 

As mentioned earlier, the role of government in the formation of NFCOs varies 
across different regions. While government support is important in all regions, 
it is most prevalent in the central and western regions, where even cooperative 
organizations set up by rural entrepreneurs are often registered under some 
government agency or related entity in the search for protection and access 
to more resources (Feng, 2009: 74). This is not surprising given that different 
forms and levels in the development of NFCOs are a reflection of different 
degrees of marketization and commercialization of agriculture. Unlike in the 
more developed coastal regions, in the interior regions traditional small family 
farms still rely heavily on subsistence agriculture. Since a large part of the grain 
they produce is used for their own consumption, there is hardly any need to 
cooperate with other farmers to deal with the market because only when farm-
ers move beyond subsistence production into specialization and scale produc-
tion can there be a sufficiently strong demand for cooperatives (World Bank, 
2006: 15). 

In addition, since small farming households’ income or meeting their need 
for cash no longer relies solely on agricultural production, there is hardly 
any need for cooperation to deal with uncertainties in the marketplace. This 
accords with Fulton’s observation of Canadian agricultural cooperatives. He 
argues that “with increasing levels of off-farm employment as well as increased 
on- and off-farm diversification, farmers are more likely to perceive increas-
ing opportunity costs to cooperative involvement. The ramifications of this 
increased opportunity cost may include less commitment, poorer quality of 
elected leadership, and less cooperative development” (Fulton, 1995: 1151). 
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In contrast, marketization and commercialization in more developed coastal 
regions provide fertile ground for the growth of entrepreneurship that, in turn, 
drives the movement to form rural cooperatives. Rural entrepreneurs who 
spear ahead with the formation of NFCOs often specialize in the production of 
certain products. Initially, many of these NFCOs only welcome members who 
specialize in the production of similar products and with certain scales, and 
hence are able to pool relatively affluent special producers in collectively deal-
ing with marketing, storage, processing, and transportation. This is a kind of 
rich farmers’ cooperative. This is in contrast to many NFCOs in the central and 
western regions, which were often put together by local government agencies 
with a mission to help the poor.

Furthermore, in the more developed southeast coastal regions and areas 
around big cities, many farmers have already been absorbed into work in 
industries and services. Therefore, it is easier to increase the economies of 
scale and specialization. More importantly, a large part of agriculture has 
moved away from grain production to higher-value cash crops such as veg-
etables, fruits, livestock, and aquatic products in order to supply the bustling 
urban centers in the vicinity or even the export market. But at the same time 
this could also expose them to greater price volatility and potential loss due 
to a lack of market information and difficulty and costs of storage, marketing, 
and transportation. Thus with higher levels of commercialization and marketi-
zation of the rural economy, farmers in the more developed coastal regions 
are more likely to choose to cooperate because of the functional need to join 
together to navigate the uncertainties of the market. Under the circumstances, 
some rural entrepreneurs often in coordination with government incentives 
began to form cooperative organizations in order to pool their resources to 
achieve scale production and share risks. Besides, cash crops could also earn 
farmers more income and therefore more financial resources to support the 
development of NFCOs. 

Different degrees of commercialization and specialization are also reflected 
in the forms of cooperative organizations across regions. According to Feng 
Fei’s 2006 study mentioned above, of 74 NFCOs in nine western provinces / 
autonomous regions, 87.8 percent were loosely organized specialized asso-
ciations, 10.8 were specialized cooperatives, and 1.4 percent were share-
holding cooperatives 股份合作社 (Feng, 2009: 71).14 Of these cooperative 

14 In another study, specialized cooperatives comprise only 20.3 percent of all NFCOs in Hebei 
province even after the law on farmer cooperatives took effect on July 1, 2007 (Ge, 2008: 141).
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organizations, 44.6 percent supplied production inputs, 63.5 percent engaged 
in some marketing services, and 92 percent provided members with technical 
services. With so many NFCOs engaging in technical services, it may indicate 
that they are essentially offshoots of government agencies (Feng, 2009: 75–76). 
As a matter of fact, many of the leaders of these cooperatives are either gov-
ernment officials or executives of affiliated agribusiness companies (Han Jun, 
2007: 225–34). 

In comparison, by 2007 more than 90 percent of NFCOs in Zhejiang were 
specialized cooperatives (Xu and Huang, 2009: 45–46). Similarly, in Weifang, 
a city in Shandong, another more-developed province in east China, in 2006 
specialized cooperatives constituted 78.8 percent of all NFCOs while the share 
of specialized associations was only 14.7 percent (Han Shuming, 2007: 57). 

More recently, many of the NFCOs along the east coast have begun to show 
a strong tendency toward shareholding arrangements, a possible spillover from 
the shareholding companies in the rapidly expanding private sector (Xu and 
Huang, 2009: 85; Wang Jingxin, 2005: 107–29, 199–223). Since many NFCOs 
combine “cooperative features of shared ownership with the managerial and 
incentive features of a capitalist firm,” Philip Huang simply calls this hybrid “a 
cooperative firm” (Huang, 2011: 127). According to Xu Xuchu and Huang Sheng-
zhong, about half of the NFCOs in Zhejiang have already been converted into 
shareholding organizations where the distribution of income is based either 
primarily on shares or a combination of both shares and the volume of transac-
tions (Xu and Huang, 2009: 90). 

As a result of these institutional changes, most of the NFCOs in the coastal 
regions are now registered as economic entities with the local industry and 
commerce administration and operate according to market principles. Many 
have their own brands and trademarks (Xu and Huang, 2009: 55–58). While 
many of them initially provided technical assistance to their members, that 
function has been increasingly replaced with more comprehensive services in 
production, processing, transportation, and marketing. 

Sectoral Distribution

Most NFCOs are found in the production of vegetables, fruits, and livestock, a 
phenomenon closely related to the high degree of marketization and commer-
cialization of these sectors. According to Han Jun, of all NFCOs in his 2004 sur-
vey, 47.6 percent were in the growth of cash crops, 24.7 percent in livestock, and 5.1 
percent in aquaculture. Few are in grain production (Han Jun, 2007: 16–17). 
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In another study, by the Ministry of Agriculture in nineteen provinces,  
42.9 percent of the NFCOs in 2002 were in the growth of cash crops, 33.98 
percent in livestock (including fishery), and less than 10 percent in grain 
 production (Wang Jingxin, 2005: 101, 106). In highly marketized and commer-
cialized Zhejiang province in 2000, 35.7 percent of NFCOs were in the growth 
of cash crops such as vegetables and fruits, and 16.5 percent in livestock, poul-
try, and aquaculture. Together they constitute more than half of all the new 
rural cooperatives in Zhejiang (Xu and Huang, 2009: 47). By the end of 2006, 
the share of farmer cooperatives in the growth of cash crops increased to 52.4 
percent and those in livestock, poultry, and aquaculture rose to 26.6 percent. 
Together, cooperatives in these two sectors account for 79 percent of all the 
NFCOs in Zhejiang (Xu and Huang, 2009: 54). According to a 2008 survey of 
246 NFCOs in Zhejiang, 36.7 percent were in the growth of fruits and vegeta-
bles, 14.1 percent in livestock, 12.9 percent in tea, 8.2 percent in aquaculture, 
6 percent in horticulture, 4.7 percent in grain, 4.7 percent in herbal medicine, 
3.4 percent in silk worms, 1.9 percent in mushrooms, and 7.4 percent in oth-
ers (Guo et al., 2009: 27). The picture is similar in Han Shuming’s 2006 study 
of Weifang. In Weifang’s Changle county, where farmer cooperatives are also 
highly developed, 43.3 percent were in the growth of cash crops (mostly veg-
etables and fruits), 41.1 percent in livestock, and 10.7 percent in processing and 
transportation (Han Shuming, 2007: 61).

This sectoral distribution of NFCOs toward cash crops and livestock is not 
surprising given the perishable nature of the products, large investments 
required, price volatility, and the high costs of storage, processing, transpor-
tation, and marketing. Cook regards this kind of cooperative organization as 
“defensive” in nature because “individual producers need institutional mecha-
nisms to bring economic balance under their control, usually because of excess 
supply-induced prices. . . . Depressed prices or market failures create incen-
tives for producers to react collectively” (Cook, 1995: 1155).

In the Chinese case, however, the sectoral distribution may also indicate 
government encouragement of the growth of higher value-added products as 
a means to raise farmers’ income as part of government’s policies since the 
1990s to defuse the agrarian crisis. It is also related to the earlier liberalization 
of markets for livestock and aquatic and horticultural products. In contrast, 
the government maintained tight control over markets for grain and cotton 
until recently, leaving little space for NFCOs to develop in these sectors (World 
Bank, 2006:12; Wang Jingxin, 2005: 102).
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Conclusion

With the growing marketization and commercialization of the rural economy, 
small family farmers find it increasingly difficult to deal with the uncertain-
ties of the marketplace. Moreover, in the face of widening urban-rural income 
disparities and the agrarian crisis, some people view NFCOs as key to helping 
farmers navigate the market and to establishing a new socialist countryside (Li 
Yuqin, 2008). Others have turned to farmer cooperatives as pilots to explore 
solutions to China’s rural problems. 

Various experiments with NFCOs have been carried out in many parts of 
rural China. The hope is that with the government’s support and incentives, 
farmers’ voluntary participation in cooperative organizations will help reduce 
the transaction costs and uncertainties confronting small farmers as they enter 
the market and increase their income. Achieving higher incomes through rural 
cooperatives would improve the provision of public goods—basic infrastruc-
ture, new cooperative health-care schemes, education, cultural amenities, and 
the like—in rural communities. 

However, while marketization and commercialization have generated the 
need for farmers to get organized, the same forces could make cooperative 
efforts more difficult by having torn apart the fabric of rural communities and 
eroded the spirit of cooperation.

In addition, the charters of many new rural cooperatives have adopted a 
democratic governance structure based on one person one vote among mem-
bers and a distribution system according to the volume of members’ transac-
tions. These could conflict with the market principle of distribution based on 
contributions and shares. Furthermore, since it is difficult to predict possible 
gains through cooperative operations and given the obvious costs of participa-
tion, people have strong incentives to free-ride. As a result, many of the new 
rural cooperatives are ineffective, and indeed moribund, due largely to the 
free-rider problem. For those who make the greatest contribution to the coop-
erative, the returns are just too small to be attractive given the need for pub-
lic accumulation and the largely equalitarian principle of distribution among 
members. 

Given these circumstances, various government agencies often play a sur-
rogate role in the formation and management of NFCOs. While this may not 
be avoidable at the initial stages of the development of these organizations, too 
much government involvement could not only create a sense of dependence 
and invite opportunistic behavior, but also undermine the basis of democratic 
self-governance of these cooperative organizations.
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Most active at the local level are government agencies with responsibility for 
agriculture, technical support, and former supply and marketing cooperatives. 
Facing increasing pressure from ongoing administrative reforms at the local 
level as part of the response to reduce farmers’ burdens, these  government 
agencies often take the initiative in organizing NFCOs, in effect converting 
themselves into service providers for farmers. 

But the role of government in the formation of NFCOs varies across different 
regions and over time. It tends to be more prevalent in the western and central 
regions. Given their distance from markets in and around major metropolitan 
centers and continued reliance on grain production, the development of com-
mercial agriculture in the interior provinces remains limited. Hence, farmers’ 
demand for new rural cooperative organizations tends to be weak. As a result, 
many NFCOs in the western and central regions have been initiated by gov-
ernment agencies, international organizations, NGOs, or concerned scholars 
aimed at raising farmers’ income, reducing poverty, and reconstructing rural 
communities.

In contrast, in regions such as the east coast where agriculture is highly com-
mercialized, with initial government support and incentives, the rapid devel-
opment of new cooperative organizations has been driven largely by market 
forces. The deepening commercialization of agricultural production—the shift 
toward cash crops such as vegetables, fruits, and livestock—and rising uncer-
tainties associated with the market call for new cooperative efforts among spe-
cialized producers or rural entrepreneurs to join together in order to deal with 
price volatility and rising costs of marketing, storage, and transportation. To 
reduce transaction costs, agribusiness firms also have initiated the formation 
of new cooperative organizations in order to pool small producers together to 
stabilize the supply of inputs, ensure quality, and achieve economies of scale. 

Clearly, while rural new cooperative organizations are called “farmer” coop-
eratives, many of them are not really formed by farmers. Instead, they are often 
the products of collaboration between government agencies and officials, 
specialized producers, rural entrepreneurs, agribusiness companies, NGOs, 
and concerned scholars with various goals and objectives. It is the dynamic 
interplay of market forces, namely the commercialization and specialization of 
agriculture, government initiatives and support as well as ideals for rural recon-
struction that drives the development of NFCOs in the Chinese  countryside. 

However, since many of these rural entrepreneurs or agribusiness compa-
nies engage in the operation of cooperative organizations for the benefit of 
their business, there is an inherent conflict between the profit-seeking motive 
and the principle of democratic governance.
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This conflict and the difficulty in organizing cooperative actions in China’s 
increasingly atomistic rural societies have restricted the development of NFCOs 
both in scale and scope. In addition, given NFCOs’ small scale and high default 
rate, the development of cooperatives is hampered by a lack of access to credit 
(Duo, 2010). While some of the new cooperative organizations also have credit 
cooperation, their funds are very limited because capital comes mostly from 
member contributions. Since few of the new farmer cooperatives are profit-
able, members will tend to lose interest in investing in the cooperatives over 
the long run. With little prospect of substantial accumulation, a shortage of 
funds could be a long-term impediment to new farmer cooperative organiza-
tions reaching their full potential.
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