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Director-general’s Business Adventures and Members’ Interests of Risk
Avoidance in Farmers’ Specialized Cooperatives: An Analysis Based on a
Case Study in Mentougou District in Beijing

Qu Chengle Ren Dapeng

Abstract: In the process of pursuing profit maximization of members, cooperatives are puzzled by finding an optimal allocation of
resources generated by director-generals’ social capital and their capability and cooperatives’ capital. Based on one-year’s field work
in AF Farmers’ Specialized Cooperative in Mentougou, this article discusses this problem, focusing on different risk tolerance levels
between directors and members. In making a strategic decision, the director-general, confronted with the dilemma of members’
willingness of risk avoidance and their own preferences for high-risk returns, need to balance conservative and radical operation
strategies. As Chinese agricultural cooperatives are increasingly observed to be governed by the directors, risk awareness and
tolerance levels of cooperatives and those of their director-generals become homogeneous. On the premise of meeting members’
preferences for risk avoidance, the director-general under study is found to take high profit return out of cooperative or bring high
risks from his individual operation into the cooperative. Because such profit transfers run against members” willingness of risk
avoidance, the director-general had to change the intensity of profit transfers by adopting conciliatory approaches in order to
maintain their authority and position in the democratic governance structure.

Key Words: Cooperative; Risk Bearing Capacity; Business Adventure; Talent Governance; Profit Transfer
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