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ABSTRACT

The Chinese Supply and Marketing Cooperative (CSMC) is one of the major
marketing institutions responsible for marketing of agricultural products and providing
farm inputs in China’s rural areas. The performance of CSMCs in Yunnan Province
would have tremendous impacts on Yunnan’s rural economic dévelopment.

The objectives of this study are to i) show the position of CSMCs in the overall
market structure and the internal structure of the CSMC system in Yunnan Province,
People's Republic of China; ii) investigate the berformance of the grassroots CSMCs
(GCs) in Yunnan Province, iii) identify the problems concerning with the performance
of GCs and iv) define possible solutions for the improvement of GCs’ performance.

The primary data was collected from thirty two the GCs, thirty two GC’s

managers and ninety farmers in Fuming, Simao and Lincan counties of Yunnan



Province. The secondary data was collected from the Price Departments and the
Agricultural Departments of the surveyed counties, the Provincial Statistical
Department, and the Provincial Federated CSMC, etc., in Yunnan Province.

Historically, the CSMCs as a whole experienced four periods - the establishing
period (1950 -1957), the institutional transformation period (1958 - 1981), the reform
period (1982 - 1994) and the further reform period (1995 - present). The policies and
management of the CSMCs varied in different period. Most of the time the tasks of the
CSMCs were to fulfill the state commissioned or planned purchase / supply of
agricultural products / farm inputs.

" The major marketing institutions in China were the CSMCs, the state - run
business organizations (SRBOs), the commercial collectives, joint corporations and
private merchants. Among the marketing institutions identified, the CSMCs had
functioned as one of the major purchasers in agricultural market and as unique sellers
“in farm input markets. Following the plan of the Central‘Government, a vertically -
integrated organizational structure have been employed by the CSMC system.

Based on the performance measurements of the GCs and the data available, this
study also found that i) in both 1993 and 1994 less than half of the commercial farm
produces was marketed by the GCs surveyed in each county; ii) in 1994 in each county
the amount of fertilizers provided by the GCs was universally less than that needed by
farmers, although the GCs were the unique state - authorized fertilizers suppliers; iii)
in 1994 most of the GCs surveyed had received decreasing return on their investment:
iv) the price levels of farm produces offered by the GCs to farmers were generally
lowered than that offered by the open markets in each county in both 1993 and (994:
v) the GCs in each county heavily relied on debt rather than their accumulated equity,

especially farmer’s investments to finance their operations; vi) patronage refund had

i



never been distributed by the GCs to farmers; vii) in each county farmers had
experienced a feeling of not belonging to the GCs since 1958, the year of CSMCs’
institutional transformation ; and thefefore the linkage between farmers and the GCs
started to disappeared. Given these facts, one can conclude that the performance of
the GCs in the surveyed areas were unsuccessful.

The main problems concerning with the performance of the GCs were identified
as:
1) the dimensions of the conduct or the behavior patterns of the GCs have been
governed by the state; ii) the GCs have been uniformly discipfined merely to fulfill the
centrally planned tasks rather than to meet farmers’ economic needs; iii) the scope and
amount of capital to be used has been determined in light of state planned tasks and
their authorities' instructions: and iv) the vertically - integrated organizational structure
of the CSMCs facilitated the control of GCs’ conduct by the state

Finally, the possible solutions for the improvement of the performance of GCs
defined in this study are: i) making CSMCs authentic cooperatives to unfetter the GCs
from the state control; ii) giving the CSMCs the capital - using rights; and iii)

protecting the CSMCs’ interests by legislation.
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