A brief note on the Study Visit of NEDAC Executive Committee members and other regular members to Agriculture Cooperatives in Shaanxi Province, 

China P.R. from 13 to 15 October, 2010.
1.
The Department of Rural Cooperative Economy, Ministry of Agriculture, China P.R. in collaboration with the Provincial Agricultural Cooperative Department, Shanxi Province organised and hosted a Study Visit of NEDAC Members to cooperative societies in Shaanxi Province. A list of NEDAC participants is attached at Annexure. The following cooperatives were visited by NEDAC Team:-
1. Fukang Melon Professional Cooperative, Yanliang country
2. Qinlv Fruit Industry Professional Cooperative, Lintong County 
3. Guanzhong Milk Goat Cooperative, FuPing County

4. Tongxing Watermelon and Vegetable Cooperative, Hu County
5. Nanke Hand-woven Fabric Cooperative, Wugong County
A brief report on the visit is given below: 
2.
Cooperatives in China : 


The Chinese Government attaches great importance to and supports the development of farmers’ cooperatives, and has created a favorable policy environment. The “Decision” made at the Third Plenary Session of the 17th National Congress of the Communist Party of China set forth guidelines to support and accelerate the development of farmers’ cooperatives in accordance with the requirements of service for farmers, freedom of entry and exit, equal rights, and democratic management; and to guide them into becoming modern agricultural business organizations that lead the members into domestic and overseas markets. Upto the first half of 2010, the number of registered farmers’ cooperatives in the whole country reached over 311,700, with membership of about 26 million farmer households accounting for about 10% of the total farmer households. 


Various kinds of farmers’ cooperatives make full use of their unique strengths in the implementation of specialized and standardized production processes and in the development of large-scale and brand oriented management. They play an important role in innovation of agricultural management systems and mechanisms, the development of modern agriculture and increase in farmers’ incomes. The effects can be highlighted as follows: 

(i) They are becoming important organizational resources tapping the potential of income increase within agriculture by the promotion of agricultural restructuring. The development of farmers’ cooperatives has fostered a large number of specialized villages, and the income of members of farmers’ cooperatives is generally 20% higher than non-members, sometimes even 50% higher.
(ii) They are becoming the active force in standardized agricultural production and industrialized management by improvement of quality and safety of farm products. 

(iii) They are becoming the important bridge and link of agricultural inputs going to rural areas and agricultural products going to urban areas, by connecting the production and sales of farm products. In recent years, an increasing number of farmers’ cooperatives implement the practice of unified purchase of agricultural inputs and unified packages and sales of products, which has improved the abilities of farmers to enter the market directly. 

(iv) They are becoming the cradle of rural talent by playing an active role in the dissemination of market information and transfer of practical technologies. Many cooperatives have established linkages with colleges and academies, research institutes and technology extension institutions for the development of online information platforms and training in practical technologies. 

(v) They are becoming important organizational carriers engaging in the promotion of grass-roots democracy, boosting social harmony in rural areas by way of conveyance, help and facilitation in changing rural habits and customs.   

3.
A brief description of the societies visited by the study team is given below:
[1]
Fukang Melon Professional Cooperative, Yanliang country
This society was established in July, 2007 with a registered capital of 539,000 RMB and has 1,200 members. The society produces mainly watermelon in 200 ha land, supplemented by vegetables such as tomato, onion, garlic etc. The watermelon grown by this cooperative has got a trade mark “Fu Kang” and also has the certification as green food. In order to provide training to watermelon farmers, the society has a demonstration melon garden of 6.7 ha. For better marketing in terms of grade/size, there is a melon sorting and packaging plant of its own. Its turn over in 2009 was 120m RMB. The society sells agricultural inputs i.e. fertilizers pesticides, plastic films etc at a preferential prices to the members and on credit to the poor farmers. At the time of marketing the produce by the poor farmers, the credit/loan amount is deducted. Technical departments provide training to the farmers, supervise the use of credit and the agricultural inputs and the cooperative society itself maintains record/information on the product sold by the members to ensure quality of the product. 70 percent of the profit is given back to the farmers and the balance is used for farm activity, infrastructure development as well as for training of the farmers. The society through its marketing unit promotes sale of products in other cities and encourages supermarkets or other buyers to purchase produce from the society. One of the major objectives of the society is to bring as many people as possible in the area in the ambit of the cooperative movement so that they can earn higher level of income than the non members through fair price of their produce and thus have a better livelihood.

[2]
Qinlv Fruit Industry Professional Cooperative, Lintong County (Pomegranate and Persimmons Production Cooperative)
This cooperative is mainly engaged in production of Pomegranate and Persimmon fruit. This cooperative started in July, 2007 with a total investment of 500,000 RMB by 125 members of which 123 are farmers. “Linlv” is the trade mark of the pomegranate produced by this cooperative. It makes an annual profit of 5m RMB per year. 1333 ha of land are planted with pomegranate and about 2000 households from the neighboring villages/county participate in pomegranate green food production.
Based on collective ownership (in China land belongs to the state) and management this cooperative holds 10 training courses each year for 1,500 members and produces/distributes over 12,000 copies each of technical brochures on pomegranate and persimmon production technology. The cooperative undertakes fruit bagging, biological control of insects and use of bio pesticides and solar power. Research findings/recommendations on pomegranate production are circulated on routine basis to the farmers for adoption and practice of the new technology.. The society uses sprinkler irrigation and spray pesticides through sprinklers. They follow unified practices of fruit storages for marketing. In 2009, over 1,000 tons of pomegranate was stored for sale which reached 8.2m PMB. The average household income increased by more than 6,500 RMB in that year. The Agriculture Department of Shanxi province helped construction of farmers’ training centre of the society for training farmers on fruit production technology.
[3]
Guanzhong Milk Goat Cooperative, FuPing County
This is a specialized cooperative on milk goat farming located in Fuping County which is famous for milk goat production. It was established in August 2007 with a registered capital of 5 million RMB. By end of 2009, 263 members and 5,025 associate members had joined the society. In 2009, the cooperative sold 1,250 tons of fresh milk with an income of 9.65m RMB and generated a surplus of 360,000 RMB.. At present, there are 3,000 goats from members and 17,000 goats from non members who also join the cooperative for better price of milk offered by the cooperative. 60,000 kg of milk are produced daily at the rate of 3 kg milk from each goat a day. Cooperative pays 0.6 – 0.8 RMB higher than the market price of milk. The cooperative has its own trade mark for yogurt, cheese and milk produced/marketed by the cooperative. Now the cooperative produces 3,000 bottles of fresh milk every day for selling to the buyers directly through its sale centre in Xian, Weinan markets.

This cooperative has 5 demonstration sites in 5 communities, a training centre for training of farmers on milk goat farming, milk processing/storage units, breeding unit and sales centre. There is also a slaughter house for slaughtering male goats and sale of meat.16,500 farmers have been trained on goat farming, goat disease control and use of veterinary medicine. The average income of the cooperative member is 5,170 RMB which is about 28 percent higher than that of the non member. This cooperative is one of the top ten cooperatives in China. Officials from the World Bank, Malaysia and Academicians from USA visited this cooperative last year and were impressed with its activities and performance. The society has a plan for establishing a leather processing unit. Payment for the milk procured from the members is made once every 10 days. The society received 1 (one) million RMB as grant/subsidy from government for infrastructure development especially for establishing the training centre for goat milk farming.
[4]
Tongxing Watermelon and Vegetable Production Cooperative, Hu County

This cooperative formerly known as Tongxing Watermelon Association was established in July 2007 as Tongxing Watermelon and Vegetable Production Cooperative. It has 683 members and registered capital of 9.8 million RMB. In 2009, it sold 6,250 tons of watermelons and vegetables grown in greenhouses at 15 million RMB. 99 percent of the residents of Tongxing are members of the society. It has seedling centre for production of seedlings for vegetables & watermelon, a market place to sell products grown in the cooperative and more than 2,000 safe food certified greenhouses covering 83 ha of land. Watermelon produced in this cooperative is certified as “Green Food”. This cooperative is listed as one of the top ten in China. Net profit from sale of the watermelon and vegetables in 2009 was 8 million RMB of which 7.5 million was returned to the members and 0.5 million kept for providing training to the farmers and infrastructure development by the cooperative.
One of the most important activities of this cooperative is technical guidance and on the job training to the farmers. The society hire technical Experts/Professors from the local university for providing 10 theoretical and 20 on site training on watermelon and vegetables production including disease control, improved packaging and food safety measures. In 2009, it trained 4,004 farmers. The other activity is to provide/supply agricultural inputs (fertilizers, pesticides, irrigation etc) and farm equipment at a remunerative/low price. Only good quality products are sold in the market with member’s code on the package to enable traceability of  low quality products. The society has 40 Marketing Agents responsible for market promotion of the products. It has contracts with more than 100 purchasers and 3 Supermarkets for selling the products in 10 neighboring provinces. The society has its own website providing marketing information of the products. This cooperative got the “National Green Food” certificate in 2009. Major supply of the watermelon is during the period from 15 April to 10 May when the products are sold at 4 RMB per kg. The other period of watermelon production/supply is June when each kg of watermelon is sold at 0.5 to 1 RMB only. The price of the watermelon produced by this cooperative is 0.3 to 0.4 RMB higher than watermelons produced by non members. From vegetable production, the society earns annual revenue of 25,000 – 30,000 RMB from each greenhouse.
The society has a plan to start selling its products through major supermarkets and to adopt strict monitoring policy for quality control and traceability through coding system of  products and  producers.
[5]
Nanke Hand-woven Fabric Cooperative, Wugong County
Nanke hand woven fabric cooperative originally started working as a group of women engaged in weaving fabric about seven years back. Then the group gradually started working on cooperative principles and established Nanke Hand Woven Fabric Cooperative in 2009 with a registered capital of 86,000 RMB. Yearly output grew to 6 million RMB. With 380 members, it brings 1,200 households to work as cooperators on hand woven fabrics. In 2009, member’s per capita net income reached 13,000 RMB which is 5,000 RMB higher than non members. Wugong country has become famous for hand weaving and Zhenyqan town in Wugong country is now a professional hand weaving center in China. This cooperative is mostly run by women who are wives of the farmers engaged in agricultural activities. Members have established the cooperative rules (charter) of the society and they meticulously follow the rules and fully participate in all activities of the cooperative. The society run by the women is responsible for yarn supply, product development, training of the women workers and technical guidance on product design. There are 420 household weaving machines in the village engaging over 600 women labors. Through this cooperative, hand weaving has spread to 12 neighboring villages where 1,500 weaving machines are used to produce over 30,000 pieces of “nanke” fabrics which generate income of 15 million RMB a year. In 2009, financial turn over of the society rose to 40m RMB and the profit was about 30m RMB (cost of women’s labor for hand weaving is included in the profit). This is a very profitable enterprise for women while their husbands work on agricultural activities in the field.
4.
Conclusions: 
Though the study visit was limited to five cooperatives in Shanxi Province, it provided useful information and technical exposure concerning the development of agricultural cooperatives in China. It also provided deep insight into the management and operation of cooperatives with minimal interference from the government machinery. The study team was impressed by the technical and professional competence in the overall functioning of cooperatives in China, which could possibly be adopted/replicated in the respective countries of the study visit team members. The major reasons for successful operation of cooperatives in China could be attributed to the following :
1. Training of the cooperative members on improved production technology and better agronomic practices for fruits and vegetables production. Farmers receive theoretical as well as on the job training by Technical Experts/Professionals either from the government technical department or professors from local universities.
2. Members’ active participation in the activities of the cooperative is a key factor in the success of the cooperatives. Members feel pride in belonging to a cooperative and have a sense of belonging/ownership in the formulation of plans and implementation of activities of the cooperatives.
3. There is synergy between the policies of the government technical department at national and state levels and the work programme/activities of the cooperatives at field level. Government supports activities of the cooperatives and uses them as a bridge/link to rural areas and for conveying agricultural products to urban areas. Income of members of farmers’ cooperatives is generally about 20 percent higher than of non members.
4. There is minimal interference from the government machinery in the overall management and operation of the cooperatives, but continual technical and professional support. 
5. Research results/recommendations on crop, livestock or any other field are put into trials in the demonstration plots and the cooperative farmers are encouraged to visit the plots for wider acceptance of the research recommendations. Agricultural cooperatives are encouraged to adopt organic farming, use of bio pesticides and solar power and disseminate market information about agricultural produce through news media and websites for attracting supermarkets or other buyers from outside. The cooperatives strictly monitor quality control and follow food safety measures for better marketing and trade.

6. The cooperatives appeared to be highly profitable. The bulk of the profits (usually about 70%) are returned to the members as dividend, while the balance is used for infrastructure development, training, etc. Members are also provided interest free loans to enhance their financial viability. 
----
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