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Legal Issues of External Investment of Farmers’ Cooperatives
Ren Dapeng  Xiao Rongrong

Abstract: It is an inevitable choice for cooperatives to improve their operation ability by shaking hands with companies and other
enterprises on the basis of maintaining cooperative independent personality. The Cooperative Law regulates cooperatives’ external
investment, but it does not mean that the theoretical and practical problems of cooperatives’ external investment have been solved.
This article analyzes cooperatives’ external investment from two aspects, i.c., institutional norms and strategic choices of
cooperatives. It finds that the external investment of cooperatives conflicts with their own property system, democratic
decision-making system and surplus distribution system. However, in practice, cooperatives’ external investment has broken
through the mandatory boundary of the Law and circumvented the relevant provisions, and their legality has been questioned. The
study explains the deviation between the system norms and practice from the perspective of multi-business, and points out that the
deviation is mainly due to the cooperative system’s failure to make timely adjustments to the current situation of diversified
cooperative business. The study holds that realizing the return on investment is also a way for cooperatives to serve their members.
Cooperatives’ external investment is a business that consolidates contributing members’ common needs. The study puts forward
some suggestions, including improving the property system of cooperatives, adjusting the surplus distribution system of
cooperatives according to the principle of classified accounting based on business categories, and allocating voting rights according
to the difference of members’ business participation.

Key Words: Cooperative; External Investment; Multi-business; Classified Accounting
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