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Abstract

During the last few years, large-scale enterprises that engage in commercial
cultivation of edible mushrooms have been growing at a very fast pace, bring-
ing about new changes to the industrial structure of the edible mushroom in-
dustry. Co-existence of large-scale enterprises and small-scale farmers has
become the long-term status quo of the edible mushroom industry. How to
promote proportional development for these two important industrial bodies
has become a pressing issue for the edible mushroom industry in Shandong
Province. This paper studies Co-opetition in the edible mushroom industry in
Shandong Province, in regard to aspects and effect on industrial competition
pattern, motives, benefits, potential challenges and evolution of co-opetition.
This paper concludes that by carrying out price insurance on edible mu-
shrooms, developing intermediary organizations and reinforcing government
support, co-opetition between the two will become more efficient, which in
turn, will promote the evolution to the mode of “balanced co-opetition” and
optimize the organization of the edible mushroom industry.
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1. Introduction

Competition and cooperation has long been two independent fields of study,
until Brandenburger and Nalebuff published the book Co-opetition. In the book,

they argued that co-opetition is the simultaneous competition and cooperation
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between enterprises, and applied game theory to the analysis of co-opetition [1].
From that point on, the subject of co-opetition has been gaining more scholars’
attention. At present, studies on co-opetition have focused on the following
segments: the definition and formation of co-opetition (Bengtsson and Kock,
1999; Ge, 2006; Huang, 2009; Sun et al, 2009), Classification of co-opetition
(Bengtsson and Kock, 2000; Luo, 2005; Yang et al, 2009), Extent of co-opetition
(Tsai, 2002; Garcia et al, 2002; Gnyawali et al, 2006; Luo, 2006; Li J., 2008 Xu,
2009. Li C. F,, 2013), evolution and maintenance of co-opetition (Bengtsson et
al, 1999; Abuja et al, 2002; Mariani, 2007; Zhong, 2007; Zhao, 2007; Li W. et al,
2010), and performance of co-opetition (Ji et al, 2000; Levy et al, 2003; Garcia
and Velasco, 2004; Cristina et al, 2004; Ma, 2004; Chen et al, 2010). However,
most papers have focused on theoretical analysis, while few have applied the
theory to specific industries. In the field of agricultural economics, a number of
studies have applied the theory of co-opetition to the swine industry (Wang,
2008; Sun, 2009), but none has applied the theory to the edible mushroom in-
dustry. Moreover, the subject of co-opetition studies has always been large-scale
corporations, with most concenring multi-national enterprises (MNEs), (Dag-
nino and Padula, 2002; Luo, 2007) and only a few concerning small and medium
enterprises (SMEs). In fact, SMEs have very limited access to resources, and their
bargaining power is weak, and they face higher market risks [2]. Therefore, their
tendency to seek forming cooperative relationships is relatively high, as co-ope-
tition means access to more resources, reinforcement of market power, entrance
to new markets and so on [3].

During the last few years, the industrial structure of China’s edible mushroom
industry has undergone a fundamental change; the number of large-scale enter-
prises that engage in commercial cultivation of edible mushrooms (simply re-
ferred to as “enterprises” in this paper) has been growing at a rapid speed. Ac-
cording to statistics from China Association of Edible Mushrooms, the number
of large-scale enterprises in Shandong province has increased from around 20 in
2010 to 120 in 2013, with an annual growth rate of 81.71%. However, according
to Shandong Association of Edible Mushrooms, small-scale farmers who engage
in household production of mushrooms (simply referred as “farmers” in this
paper) take up to 85% of the domestic edible mushroom output. The edible mu-
shroom cultivation in China is still dominated by farmers instead of the fast
growing enterprises. It can be concluded that the co-existence of enterprises and
farmers has been and will be the long-term status quo of the edible mushroom
industry in China. Under this status, the development of enterprises has brought
fierce competition to the industry, threatening the survival of farmers. Further-
more, the number of enterprises has been growing rapidly, leading to fierce price
competition among enterprises, which in turn resulted in a lower market price,
lower profit margin, and higher rate of bankruptcy. Balancing the competition
between and development of the two has become a pressing issue. This paper

argues that forming cooperative relationship between the two can facilitate a
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synergistic effect, maximize profit and promote a healthy development of the

edible mushroom industry.

2. Effect of Co-Opetition on Industrial Competition Pattern

The formation of a cooperative relationship between large-scale enterprises and
small-scale farmers will transform the competition pattern of the industry. Be-
fore cooperative relationship is formed, the two are direct competitors. Applying
Michael Porter’s Five Forces Model (see Figure 1), large-scale enterprises and
small-scale farmers are “industry rivalry”, both facing competition from suppli-
ers (namely raw material providers, production equipment providers and tech-
nology supporters, etc.), buyers (namely wholesale markets, supermarkets and
end customers), potential entrants and substitutes (namely meat and vegetable
producers). Provided all four other forces remain constant, after the formation
of a cooperative relationship, the relationship between enterprises and farmers
change from industry competitors to co-opetition partners, who are simulta-
neously cooperators and competitors. Competition between them changes as
well, from peer competition in product market to competition along the value
chain. Specifically, enterprises become suppliers for farmers by providing grow-
ing bags, fertilizers, pest control facilities, pesticide, technical support, marketing
services, etc. At the same time, they are buyers from farmers as they purchase
final edible mushroom products from them. It is the same for farmers; they buy
production materials and services from enterprises while selling final products
to them. Now instead of competing in product market, the two compete along
the value chain to acquire resources and divide profits, and compete with the
other four forces of competition as a whole, forming a new competition pattern

for the edible mushroom industry (see Figure 2).

Potential
Entrants
Suppliers
(Raw rﬁfterlal Competition Buyers
pro(;n ers, Rivalry (Wholesale markets,
pro _uCtl on > Enterprises — supermarkets
equipment and Faimers and end customers)
providers and Engage in Edible
technology Mushroom Production
supporters, etc.)

Substitutes
(Meat and vegetable producers)

Figure 1. Basic competition pattern in edible mushroom industry.
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Potential
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providers, production Each Other’s (Wholesale markets,
equipment providers | Enterprisese——» Farmers [ supermarkets
and technologs Buyer/Suppher and end customers)

supporters, etc.)

Substitutes
(Meat and vegetable producers)

Figure 2. Competition pattern under co-petition in edible mushroom industry.

3. Motives for Co-Opetition
3.1. Resource Dependence Motive for Co-Opetition

According to the resource dependence theory, in order to survive and thrive,
firms have to only attain certain amount and types of resources. However, re-
source scarcity dictates that a firm has only limited access to resources and can-
not acquire all the resources it needs; thus cooperation between different re-
sources holders will come into being [4]. In the edible mushroom industry, en-
terprises enjoy advanced production techniques, more market information,
strong bargaining power, diversified sale channels and sufficient financial sup-
port; while farmers are equipped with low cost production (mainly cost of labor,
land, supervision and motivation and internal management) and high flexibility
in entering and exiting the market, adjusting scale of production and so on [5].
In contrast, enterprises are faced with relatively high production costs and low
flexibility, while farmers suffer from outdated production techniques, low bar-
gaining power, limited market information and sale channels. Moreover, as in-
formatization and urbanization advances, the industry environment changes as
well; important resources for edible mushroom growers are no longer limited to
the usual raw materials and land, as market information, logistics, sales channel
and government support have become ever more crucial. Resources owned by
enterprises and farmers are highly complementary, and with the industry envi-
ronment changes, the two will be motivated to cooperate.

Resource dependence also motivates enterprises and farmers to compete with
each other. First, to survive and grow, they both need to continuously acquire
resources. While resources are scarce, they are natural competitors. Second, the
amount of crucial resources owned by enterprises is larger than that owned by
farmers, together with the information asymmetry; farmers tend to be more de-
pendent on enterprises in co-opetition. This will increase the chance of oppor-

tunistic behavior by enterprises, causing competition between the two.

3.2. Self-Interest Motive for Co-Opetition

Under the assumption of homo economicus, both enterprises and farmers are
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motivated by the pursuit of self-interest, in this case, profit maximization. Profit
motive leads to cooperation between enterprises and farmers. By cooperating
with each other, both are able to interact with each other, take advantage of each
other’s resources, overcome certain weaknesses, and exploit their competitive
advantages to its fullest extent, as to effectively maximize their market share,
lower production cost, and maximize profit. Meanwhile, when it comes to bene-
fit distribution, in pursuit of self-interest, enterprises and farmers compete with
each other to gain more. The main focus of competition concerns pricing and
grading of final products, pricing of various production materials and distribu-
tion of profit etc. Also, if disagreements on those issues arise, it could lead to
breach of contract from one or both parties, which will result in competition on
product market from the two. Moreover, when in co-opetition one or both par-
ties cannot achieve marginal profit that is higher than marginal cost, opportu-
nistic behavior could occur [6], leading to competition between enterprises and

farmers.

4. Benefits of Co-Opetition between Enterprises and
Farmers

4.1. Benefits of Cooperation

Benefits of cooperation between enterprises and farmers include but are not li-
mited to: complementing each other on distribution of resources, achieving syn-
ergistic effect, improving production efficiency, lowering cost and increasing
market share.

By cooperating with farmers, enterprises could achieve lower cost and higher
flexibility of production. First, constrained by the biological properties of edible
mushrooms and machinery limitations, edible mushrooms cultivation process is
not fully automated, need for manual labor is still intensive, causing relatively
high labor cost. Plus, enterprises have more complex organizational structures,
resulting in higher overhead costs for management, marketing and technique
personnel. In contrast, for farmers, it is family members who engage in edible
mushroom production, cost of labor is usually not calculated separately. Moreo-
ver, farmers usually act as working labor and management personnel themselves,
and no extra cost of labor applies. Second, unlike industrial production, produc-
tion of edible mushroom is more complex and the growing of mushrooms is af-
fected by various factors, causing the contribution of labor to the final product
difficult to quantify. This may give rise to low work efficiency and high supervi-
sion difficulty, causing motivation and supervision cost to rise. In contrast, far-
mers usually are more efficient workers in that the work they put in during pro-
duction directly affects the output and quality of final mushroom products,
which determines how much money they make. Also, family members in a far-
mer’s household are bonded by non-economic factors, they have a strong sense
of identity and are highly motivated, reducing the need for and the cost of su-

pervision and motivation. Third, enterprises’ flexibility of production is con-
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strained by large amount of fixed asset investment and cost of idle assets. Coo-
perating with farmers enables them to flexibly enlarge and reduce scale of pro-
duction without having to bear high marginal fixed asset cost or cost of idle as-
sets.

During the production of edible mushrooms, production of growing bags is
one of the most important processes. The quality of growing bags has substantial
influence on the yield and quality of the final product in that the following ways;
the proportion of various raw materials in the substrate inside growing bags sig-
nificantly impacts the yield of mushrooms; improper sterilization of growing
bags increases the risk of bacterial infections; quality of mushroom strains incu-
bated in growing bags affects yield and quality of final mushroom products.
Growing bags made by farmers often suffer quality issues including dispropor-
tional substrate, improper sterilization and use bad quality strains. The low qual-
ity of growing bags exposes farmers to higher production risks. In a cooperative
relationship, taking advantages of advanced technology, automated production
equipment, strong bargaining power for raw materials, enterprises are able to
provide farmers with high quality growing bags at a relatively low cost, which
simultaneously improves the yield and quality of mushrooms and reduces pro-
duction risks. Second, fresh mushrooms are highly perishable. Due to financial
limitations, farmers cannot afford refrigerated transportation and storage, caus-
ing fresh mushrooms to spoil and degrade, adversely affecting their earning ca-
pacity. By cooperating with enterprises, farmers are able to take advantage of
enterprises’ refrigerated transportation and storage, extending shelf life of fresh

mushroom and increasing their earning.

4.2. Benefits of Competition

Besides cooperating, enterprises and farmers compete as well. Competition be-
tween the two could give rise to more efficient and specialized distribution of
resources. In the case of co-opetition, farmers are in charge of the labor-inten-
sive production processes, while enterprises are in charge of the information and
technology intensive processes such as marketing, which leads to an efficient
distribution of resources. Competition between the two in regards of profit
sharing can improve overall efficiency and equality. On one hand, when disa-
greements and conflicts occur, efforts will be made to settle disagreements and
solve conflicts. During the settlement, understanding comes with frequent
communication, which will enhance trust and commitment of the two and im-
prove overall efficiency of co-opetition. On the other hand, full competition and
settling on profit sharing can perfect the profit sharing system, resulting in en-
terprises and farmers receiving fair and equitable share of the profit.

Most research considers farmers as a whole when studying the relationship
between farmers and firms. However, a fact that is often ignored is that farmers
are competitors among themselves. Every individual farmer seeks his or her own

self-interest, so when cooperating with enterprises, they compete with one
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another for the crucial resources offered by the enterprises. The existence of
competition fosters mutual supervision among farmers, suppresses farmers’ op-
portunistic behaviors, ensures product quality and improves co-opetition effi-
ciency. A simplified game with two farmers can illustrate this phenomenon. (See
Figure 3) Assume that 1) farmers A and B are rational agents, they make ration-
al decisions in the pursuit of self-interest; 2) farmers gets paid by the enter-
prise if they honor the contract; 3) farmers have to pay a fine to get out of the
contract. In this example, there are two choices, choice one (C1) is to honor
the cooperation contract between enterprises and farmers, choice two (C2) is
to pay a fine to be released from the binding contract. The payoff for (C1, C1) is
the highest, making it the dominant equilibrium of this game. To sum up, com-
petition among farmers helps maintain cooperation between farmers and enter-

prises.

5. Potential Challenges of Co-Opetition

5.1. Enterprises Could Be Exposed to Higher Uncertainty of
Revenue

In a cooperative relationship, enterprises purchase final mushroom product
from farmers according to a contracted price. There are normally two kinds of
contract price, one is a fixed price agreed upon by both parties, and another is
fair market price at the time of purchase. When the product is purchased at a
fixed price, (See Figure 4) since the price is agreed by both parties, the price Pf is
considered to be higher than farmers’ cost of production Cf. In this case, farmers
will at a minimum have revenue of Rf, regardless of the relationship between
contract price and market price. However, when the market price is Pm’ (Pm’ <
Pm), revenue of enterprises is Re’, and they suffer from a loss of Rf-Re’. When
the contract price is fair market price (see Figure 5), assume both party enjoys
revenue of R, now both of them face uncertainty of revenue. Specifically speak-
ing, when market price Pm < Cf, both party are at loss; when market price is Pm’
(Cf < Pm’ < Ce), enterprises are at a loss of Ce-R while farmers still make a prof-
it. When market price is Pm” (Pm” > Ce), both parties make a profit. When op-
erating without farmers, enterprises only suffer from a loss when the market
price is lower than their cost of production. It can be concluded that, after
forming a cooperative relationship with farmers, a certain degree of farmers’

revenue uncertainty is shared with the enterprises, exposing the enterprises to

Farmer B

Defect Defect
0,0 0,f

Cooperate

Farmer A
Cooperate £,0 £f
Figure 3. The payoff matrix.
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Figure 4. Mushroom purchase at fixed price P,
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Figure 5. Mushroom purchase at market price P,

higher risks. Additionally, according to price statistics acquired from wholesale
markets in Shandong by our research group, edible mushroom market price
fluctuates significantly: five out of the top ten best-selling edible mushroom
products has a fluctuation rate of more than 10% (see Table 1). Unstable market
prices bring even more uncertainty to enterprises in a cooperative relationship

with farmers, and challenges the maintenance of cooperative relationship.

5.2. Management and Coordination Cost for Enterprises May
Increase

In the process of co-opetition, in order to promote co-operation and resolve
conflicts, enterprises and farmers are exposed to management and coordination
costs, which include communication cost, information cost, bargaining cost, etc.
A major portion of the internal management costs is borne by enterprises. First,
due to the small production scale and large number of farmers, during co-opeti-

tion, one enterprise has to keep contact with each farmer individually, provide
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Table 1. Fluctuation of fresh edible mushroom price in shandong, China as of 2014
(Unit: CNY/kg).

Variety Highest Price Lowest Price  Annual Avg. price  Fluctuation (%)
Enokitake Mushroom 12.8 3.9 6.6 26.5
Hypsizygusmarmoreus 17.8 7.5 11.2 12.9
King Oyster Mushroom 11.9 5.6 7.8 12.2
Columnar Agroc 16.8 10.5 12.2 11.9
Pleurotusgeesteranus 14 7.5 9.7 10.8
Oyster Mushroom 7.5 14 64.2 6.0
Shaggy Mane 11 7.5 9.8 5.6
Shii-take Mushroom 14 6.7 10.1 2.5
Button Mushroom 11.8 8.5 10.3 1.5
Hypsizygusmarmoreus 20 11 154 0.6

*Source: edited data from field research and China Edible Mushroom Business website
(http://www.mushroommarket.net/).

production guidance and assistance to individual farmers depending on their
specific production conditions, thus leading to a significant rise in management
and coordination costs [7]. Second, as co-opetition forms, the size of an organi-
zation expands, hierarchies increase, and the process of communication and in-
formation transfer becomes more complicated, which gives rise to the possibility
of information distortion, resulting in a decline in communication efficiency and
rise in management and coordination costs. Third, even though enterprises are
usually the leaders in a cooperative relationship, enterprises and farmers are
equal in status, as such rather than forcing their production disciplines or deci-
sions on farmers, enterprises have to actively communicate and coordinate with
individual farmers, resulting in an increase in coordination costs. Fourth, moti-
vated by personal interest maximization, and further aggravated by non-mu-
tuality of interests, disagreement, conflicts or even breach of contract between
enterprises and farmers are inevitable to some degree. In order to keep co-ope-
tition going, time and effort must be made to settle any disagreement and con-
flicts, causing coordination cost to grow. Finally, in the edible mushroom value
chain, enterprises and farmers are not tightly related, and value points between
them are not substantial, leaving room for opportunistic behavior, which may

lead to extra management and coordination costs.

5.3. Exit Cost May Become More Significant for Farmers

When growing edible mushrooms by themselves, small-scale farmers’ exit cost is
low, as their cost of fixed assets is relatively low. After forming a cooperative re-
lationship with enterprises, farmers’ barriers to exit the edible mushroom indus-
try may become more significant than before, in that both cost of fixed assets

and asset specificity increases, leading to rise in exit cost. The largest investment
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in fixed assets for small-scale farmers is the mushroom growing sheds. Farmers
normally build simple and basic mushroom growing sheds, which require rela-
tively low investment and takes short time to recover the cost. While after form-
ing cooperative relationship with enterprises, farmers are usually required by
enterprises to renovate or even rebuild growing sheds, with implementation of
mushroom shelves, pest control facilitation, temperature control devices and
ventilation equipments, etc. Added investment in fixed assets increases sunk cost
for farmers which in turn raise their barriers to exit. According to the field re-
search of a co-opetition program in Shenxian County, Shandong Province, a
growing shed that takes up about 200 m2 bears a building cost of 30,000 to
40,000 Chinese Yuan, while the cost of a newly renovated shed of similar size
reaches up to 150,000 Chinese Yuan. In addition, due to the installation of
growing shelves and specific equipment, asset specificity increases, meaning
growing sheds cannot be used for cultivation of other crops. A case in point is
that in some areas, when the season for mushroom growing passes, growing
sheds are used to grow vegetables. But as the asset specificity of growing sheds
increases, the sheds are left unutilized for a certain period of time every year,

causing a rise in opportunity cost, and raising barriers to exit for farmers.

5.4. Partial Loss of Autonomy and Flexibility in Production for
Farmers

In a cooperative relationship, farmers may suffer from partial loss of autonomy
and flexibility in production. Enjoying strong bargaining power, advanced tech-
nology and production equipments, comprehensive market information, enter-
prises are normally in the leading role when it comes to decision-making such as
choosing mushroom variety, deciding production scale, taking pest control
measures and so on. Farmers are usually forced to abide by whatever decisions
enterprises make, leading to partial loss of autonomy in production decision-
making. In addition, farmers’ production flexibility is compromised to certain
degree. On one hand, due to partial loss of autonomy, farmers are unable to in-
dependently decide what mushrooms to grow and at what production scale,
leading to less production flexibility. On the other hand, as a result of higher in-
vestment in fixed assets, flexibility in adjusting the scale of production and en-
tering and exiting market is weakened. Farmers with less autonomy and flexibil-
ity in production may grow to be more dependent on enterprises, causing some
of the risk in decision failure to transfer to farmers, thus increasing the possibil-
ity of opportunistic behavior from enterprises which puts the cooperative rela-

tionship at risk.

6. Institutional Evolution and Optimization of Co-Opetition
6.1. Institutional Evolution of Co-Opetition

Depending on the level of competition and cooperation, co-opetition can be di-

vided into the following three categories, competition based co-opetition mode,
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cooperation based co-opetition mode, and balanced co-opetition mode (See
Figure 6). Competition based mode is the most inefficient co-opetition mode,
cooperation based mode enjoys slightly more efficiency, while the balanced
mode enjoys the highest efficiency among the three, making it the ultimate goal
of institutional evolution for cooperative relationships. There are two paths of
evolution for different modes of co-opetition, the first path one the “competition
based-cooperation based-balanced mode” sequence, and the second path follows
the “competition/cooperation based-balanced mode” order. In light of that, the
ultimate goal for co-opetition between edible mushroom farmers and enterprises
should be the realization of a balanced co-opetition partnership.

In real life, competition based mode, which lacks cooperation, is the most
widespread type of co-opetition partnership between farmers and enterprises
engaged in edible mushroom production. This mode can stimulate both parties
to bring their competitive advantages into full play. However, under this model,
the parties mostly operate independently, seldom cooperating with each other,
production risks are be shared or diminished, and competitive disadvantages are
be made up, causing limited overall competitiveness and efficiency. In the past
couple of years, constrained by factors such as complicated production technol-
ogy and limited sales channels, a large number of small-scale farmers have exited
the edible mushroom industry. On the other hand, a number of large-scale en-
terprises went bankrupt because of high production cost and low profit margin.
Improving cooperation between the two can stimulate a synergy effect, promot-
ing cooperative efficiency, and pushing the competition based mode to evolve

into a higher level of co-opetition.

6.2. Optimization of Co-Opetition

The current state of the edible mushroom industry in Shandong Province is that,
competition based mode is the most widespread type of cooperative relationship,
there is more than enough competition but inadequate amount of cooperation
involved. Therefore, the goal of promoting cooperation should be prioritized for

policy making consideration.

Cooperate ——> Balanced Mode

Based Mode

Competition Based Mode

uoneradoo)) Jo oA

Level of Competition

Figure 6. Classification and Evolution of Co-opetition.
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6.2.1. Promoting Edible Mushroom Price Insurance

Launch of price insurance could contribute to cooperation between enterprises
and farmers. One of the main challenges for co-opetition between enterprises
and farmers is that enterprises are exposed to higher revenue uncertainty. Based
on previous research, edible mushroom prices frequently and widely fluctuate,
together with the transferred price risk from farmers, enterprises face high level
of uncertainty of income, which in turn, reduces their willingness for coopera-
tion. With price insurance, insured enterprises or farmers can get compensated
when market price is low. This largely reduces income uncertainty, leading to
stronger willingness to cooperate from both parties. Additionally, the promotion
of price insurance is relatively easy compared to other financial price adjustment
tools such as options and futures in that enterprises and farmers do not need
much financial knowledge to buy price insurance. At present, there have already
been some development in price insurance in China, and price insurance has
become one of the important aspects of Chinese agricultural policy making. Spe-
cifically, the No.1 Central Document of 2014 stated that: “target price system for
agricultural produce must be established gradually, which subsidizes producers
with the price difference when market price is lower than the target price, en-
suring farmers’ income. In 2014, target price subsidy for cotton will be launched
in three provinces in Northeast China, and other experimental price insurance
programs involving cereal crops and hogs will be launched.” [8]. As of February
2015, price insurance programs involving cereal crops, hogs and vegetables have

been launched in 20 provinces of China [9].

6.2.2. Developing Edible Mushroom Cooperatives

Enterprises and farmers in the edible mushroom industry suffer from low effi-
ciency under the competition based co-opetition mode due to inadequate coop-
eration, which restrains the optimization of resources and maximization of
overall benefits. The crucial element in promoting cooperation lies in enhancing
the willingness to cooperate. Opportunistic motives along with management and
coordination cost have adverse effects on the willingness to cooperate. Opportu-
nistic motives, incomplete contracts, asymmetry of information and dispropor-
tional distribution of benefits may lead to non-cooperative behavior from far-
mers. [10] Through cooperatives, farmers who engage in small-scale production
of edible mushroom can organize. Thus, their bargaining power can be streng-
thened, their autonomy and flexibility in production can be recovered to a cer-
tain degree, enabling farmers to obtain more market information, fight for rea-
sonable share of profits, and promoting their willingness of cooperation. Coop-
eratives can promote farmers’ willingness to cooperate with enterprises, as well
as supervise and manage farmers, suppress their opportunistic motives and be-
haviors. In addition, cooperatives bear the cost of organizing and managing
geographically scattered farmers, reducing management and coordination cost
for enterprises, which can effectively increase enterprises” willingness to coope-

rate, promoting the evolvement of co-opetition toward the ultimate balanced
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mode.

6.2.3. Strengthening Government Support

As a mandatory institutional change factor, governmental support plays a crucial
role in the institutional evolution of co-opetition partnership to the ultimate ba-
lanced mode in the edible mushroom industry. In real life, it is normally enter-
prises rather than small-scale farmers engaging in edible mushroom cultivation
who initiate the formation of co-opetition. According to a survey of edible mu-
shroom enterprises in Shandong Province, 41.67% of enterprises admitted that
the prominent motive for initiating cooperative relationship with farmers is due

to “Government support™’

, most of these enterprises receive subsidies, financial
support and tax exemptions from central, provincial, county and/or local gov-
ernments. It is safe to conclude that governmental support plays an important
role in promoting the co-opetition between small-scale farmers and large-scale
enterprises. Current governmental support policies are mostly subjected to “lead-
ing agribusiness” (a large scale enterprise engaged in agriculture production that
can largely contribute to local economic development), even though there is a
large number of enterprises engaging in edible mushroom production, few qual-
ify as a “leading business”, and thus most are unable to benefit from the go-
vernmental support policies. In addition, existing support policies attempt to in-
crease farmers’ benefit indirectly through supporting “leading agribusiness”, re-
sulting in “rent-seeking” to a certain extent, failing to actually benefit farmers
[11]. Therefore, to justify its actual purposes, governmental support should di-

rectly target farmers, as well as a wider range of enterprises.
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