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2. R

The reason for the poverty of farmers is that they are unable to avoid risks in the complex
modern market. In modern finance theory, the risks farmers face can be divided into system risk
and non-system risk. System risks are caused by political environment, social regulations,
inflation circulation, etc., usually unavoidable in nature. Encounter with this type of risk would
require government interference (for example, public finance, agricultural bank system,
agricultural insurance, etc., ) in order to resolve it. Non-system risks are directed specifically at
small farmers, and they can be resolved by setting—up economical cooperation.

Three organizations have set up experimental site in Hubei in 2008, in which farmers are
encouraged to engage in several activities by themselves. The motive, characteristics, and effect
of this organization are interesting to observe. This study conducted field studies (2rd - 18"
August) by interview local government officials, entrepreneurs, and farmers; observed commune
operation and the benefits farmers gain from this organization. This study participated an
academic conference and posted one paper which focus on rural finance function of this
organization.

Key words: Zhien-Shi County, Agricultural Association, agricultural governance, economic
cooperation, risk adverse
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