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The Essence of Cooperatives and Policy Reflection

DENG Hengshan KONG Liping LIAO Xiaojing

Abstract: Focusing on the dispute between the true and false of farmer’s specialized cooperatives, this study carefully discusses the
essential characteristics of cooperatives and the major problems existing in the development of cooperatives. This study sorts out the
mainstream views on the essence of cooperatives, points out the weaknesses of the existing views in the way of argumentation, and
then argues that in order to give an organization the name of a cooperative, and to make the organization live up to its name, the
historical inheritance of cooperative principles must be considered. There may be four actual types of an organization called a
“cooperative”. However, the vast majority of farmers’ cooperatives in China are not cooperatives in a classic sense. And it is
necessary to explore the boundaries of cooperative evolution to judge whether they are new types of cooperatives. Based on the
theory of enterprise property rights, this study discusses whether the two principles of “return of surplus according to patronage” and
“democratic control of members” can be broken through, and the bottom line of the breakthrough. It also analyzes the relationship
and difference between “what is the essence of cooperatives” and “whether a cooperative is a true cooperative”. On this basis, the
study re-examines the essence of cooperatives in China’s reality with the standard being stated “as long as the proportion of surplus
returned according to patronage exceeds 50%, it is a true cooperative”. It is concluded that the cooperative elements of most
cooperatives in China are weak or even missing. This study argues that the existing policy support is mainly in the form of material
incentives, which is the fundamental reason why cooperatives do not live up to their name. As an effective way to solve this
problem, it is not advisable to strengthen the supervision of cooperatives, nor to broaden the definition of cooperatives to meet the
reality. Instead, it is necessary to fundamentally adjust the policies for cooperatives from material support to institutional
construction.

Keywords: Cooperative; Cooperative Principle; Ownership
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