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Michel Fok provided a rich account of what Chinese farmers, including cotton farmers, face 
today and will likely face in the future. He referred to the great achievements of agricultural 
production in China, which strengthened food security and eliminated the famines of the past. 
He noted the strong position of cotton in China, due mainly to government investment in 
research and irrigation, as well as higher use of fertilizers. These achievements, he added, 
were possible in spite of very small farm size (half a hectare on average) and relatively limited 
arable land in the country. 

Yet, he described a downside to farming in China that is shared in various degrees by growers 
in a good number of countries around the world. He observed a large income differential 
between rural and urban China, the lack of affordable access by farmers to basic public 
services such as health care, and the lack of interest in farming by new generations.  

Michel Fok mentioned a number of government initiatives that illustrate China’s concern about 
who will keep on farming in the near future. He described the introduction in China of an 
approach to rural-urban integration based on the promotion of cooperatives, mechanization, 
and educational programs with specific training. He also mentioned the very recent "Family 
farming program" which enables a very small number of farmers to reach farm sizes of up to 
20-30 times higher than the average farm size. Finally, Michel Fok questioned the 
sustainability of these initiatives and their geographical diffusion to inner provinces because 
their short-term success is based on important subsidy efforts from local authorities 
(representing 3/5 of the family farmers' average income) and because reform of the land use 
rights is not contemplated. 

Of particular interest is the fact that the current initiatives of the Chinese government are part 
of the menu of policies in place in many countries.  In Brazil, for instance, a program for family 
farming has been in place for over a decade.1 In Colombia, as well, literature on the subject 
has been produced since the mid-1990s and policies have been implemented for several 
years.  

Since the late 1970s, when Robert Berry and William Cline found a negative correlation 
between farm size and productivity in India, overwhelming research has been produced to 
support this notion and illustrates the importance of family farming for the agricultural sector 
and the economy of a country.2 Of course, the size of a family farm can vary from half a 
hectare in China to over 500 hectares in Australia.  



The question is: will these current efforts produce a new crop of entrepreneurs in agriculture?  

In order to promote agricultural entrepreneurship, it is necessary to define the characteristics of 
an entrepreneur and how to foster an entrepreneurial mind among farmers 

The term entrepreneur in economics is mostly associated with the work of Joseph Schumpeter 
in the 1930’s. For Schumpeter, entrepreneurs are essentially innovators who change the 
status quo of a market by providing new products and services. Entrepreneurs are the engine 
of economic development.  

Joseph Schumpeter believed in the market and for him the entrepreneur was part of a process 
of “creative destruction” of markets, which transformed them into more efficient ones without 
eliminating the concurrence of agents or the transparency of its basic rules. In other words, 
entrepreneurs are essential to market efficiency, as opposed to monopolistic practices. He 
envisioned that innovation would result in temporary monopolies which would be eliminated by 
free competition.3 

By the 1930’s the world economy had seen the negative effects of market concentration due to 
the deregulation of markets in previous decades. Thus, an entrepreneur was seen as the 
answer to the tycoon, a market player that turned markets into monopolies. 

Ramana Nanda and Jesper B. Sørensen, researchers on entrepreneurship note that a growing 
body of work shows that entrepreneurial behavior is dependent on specific social and 
economic factors.4 They found that sharing information with peers in associations or at the 
work place and having a strong safety net are important factors. A healthy and diversified labor 
market is another factor. Several other researchers on the subject note that innovation is 
innate to human beings, and that healthy entrepreneurial innovation is driven by opportunities 
rather than necessity. 

It is reasonable to expect that policies that improve the income, safety nets, education, and the 
overall standard of living in rural communities would increase the rate of reappearance of 
entrepreneurs in agriculture. However a crucial element at work is the accumulation of capital. 
Without accumulation of capital there cannot be opportunity based innovation.  

For over two centuries agriculture has financed industrial development through price formation 
mechanisms, direct government transfers, market imperfections, or lack of efficient markets.  

Most farmers face high costs of inputs that are not reflected in the pricing of their product or in 
the income they obtain. The unfavorable level of costs in relation to price is the result of 
various forces, one of which is the unrestricted market imperfections that create unequal terms 
of trade between industrial and agricultural products. Very often, market imperfections are the 
result of market captivity in segments of the value chain. For instance, while countries like 
China and India have worked hard at offering low prices of fertilizers to growers, in countries 



like Colombia fertilizers are offered at a mark-up that represents up to 80% of the price offered 
in international markets.5 

While policies such as government transfers often result in inefficient mark-up prices, policies 
that promote capital accumulation can result not only in increased income in rural 
communities, as many studies have demonstrated, but also help eliminate some market 
imperfections. A recent study of agricultural policies in Colombia, found that growers that have 
their own transportation can more than double their farm income. In addition, a farmer able to 
transport its product to market or supplies to the farm is less subject to captive market 
situations. Similar positive correlations with farm income can be found for farmers that have 
higher levels of training, access to specialized information, access to technical assistance, 
belong to some type of association, have access to credit, have a titled right to work the land, 
and farmers that sell their crops by contract.6  

How can capital accumulation be promoted? One policy tool will not do the job alone. The 
Chinese government is on the correct path with the policy initiatives described by Michel Fok. I 
am worried as well that these initiatives depend on subsidies to be provided by local 
governments which according to some sources are the recipients of rents that help keep rural 
incomes low. If we think beyond China, a good number of countries might want to design 
policies to eliminate market imperfections, essentially to turn rents into efficient market 
competition. That goal might lead governments to think of ways to strengthen institutions in 
such a way as to develop effective monitoring of the agricultural sector for market 
imperfections and to enforce competitive market rules. Another policy instrument is the active 
involvement of rural communities in the policy decision making process. These last two policy 
tools are widely accepted, but not easy to implement, as rural communities have little, if any, 
effective representation in government. 

Along these lines, as with the world economy of the 1930’s, the agricultural sector today has a 
need for more entrepreneurs and less tycoons. As in the 1930’s the errors of the past need to 
be amended and the sooner the better. Ignoring the issue will only maintain the status quo that 
is resulting in the erosion of sustainable rural development and rural communities. 
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