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On the function of the cooperative capital from the perspective of
comparing capital function with patronage function

ZHANG Defeng
(School of Law, Hunan Normal University, Changsha 410081, China)

Abstract: The purpose of a cooperative is to carry specific activities with its members and ultimately meet
their needs, which is called mutual purpose. The mutual purpose of a cooperative determines that patronage
has the function of determining membership qualifications, while capital does not have the function of
determining membership qualifications. The mutual purpose of a cooperative also determines that patronage
has the function of allocating cooperative ownership, while capital does not have the function of allocating
cooperative ownership. In addition, the legislation of the cooperative usually allows cooperative capital
variable, so the credit evaluation function of cooperative capital is very weak. The only basic function of
cooperative capital is to serve as a production factor for the cooperative, that is, to act as an economic means
to achieve the goal of mutual purpose in the cooperative. The common phenomena of “irregularities related

LR INT3

to capital” such as “pure-investor members,” “capital control,” “one share, one vote,” and “dividend
distribution based on shares” in the current practice of farmer cooperatives in China are actually
manifestations of the abnormal function of cooperative capital. Therefore, it is necessary for us to regulate
the behaviors of the “irregularities related to capital” through legislation. And specific measures include
strengthening legal constraints on such behaviors as “irregularities related to capital”, and optimizing the
legal system for cooperative financing.

Key words: mutual purpose; patronage; capital control; production factor
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