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Rational Cooperation and Rational Non-cooperation: A Political Economy
Perspective on Different Fates of Two Cooperatives from Yushe County,
Shanxi Province
Deng Hongtu Ma Taichao  Xu Baoliang
Abstract: Rationality can not only induce cooperation among economic subjects, but also lead to non-cooperation, and the
cut-off point is transaction cost. This article shows that environment parameters (e.g. constraints from land ownership and
capital), transaction dimensions (e.g. natural attributes of transaction goods and transaction frequency) and different
combination possibilities of these two aspects will determine the size of selection sets of contracting parties. Given environment
parameters, uncertainty, transaction frequency, asset specificity, trade radius, products’ natural attributes and combination
possibilities of them can directly affect the transaction characters and determine the size of potential transaction costs. That
means economic subjects should conclude corresponding contracts to reduce transaction costs and cut down operational risks.
Contracting parties’ different reactions to transaction costs and risks bring about different contract structures. Some of contract
structures are efficient; however, others may lack efficiency. The study emphasizes that both cooperation and non-cooperation
which are induced by rationality are the optimal choices under the transaction cost constraints and that they both have economic

implications. Nevertheless they have totally different economic performance.

Key Words: Cooperative; Transaction Cost; Agricultural Contract; Organizational Choice
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