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T DRI AR B 3 PR 2 55 AU S B TR A, T A AL B AR IR S BEAS I N
2018 4Kl (1 FE v A1 4528 (3R 4) W, 3 B AMUXF /A 7 A M A H 1) 52 Wi A I 3, X AAE R
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Agricultural Subsidies, Relative Prices of Factors and
Agricultural Land Transfer

.1,2 ... 1,2
Wu Fangwei1 ', Kang Jiaojiao
(1. Institute of Finance and Economics, Shanghai University of Finance and Economics, Shanghai 200433, China,

2. Research Institute for Agriculture, Farmer and Rural Society in China, Shanghai University of Finance and
Economics, Shanghai 200433, China)

Summary: Since the reform and opening up 40 years ago, the scope and scale of agricultural subsidies
have been expanding, but the enthusiasm of farmers in agricultural production has not been effectively im-
proved, and agricultural land fragmentation, too small scale and low efficiency of agricultural production have
not changed. According to the economic nature of China’s agricultural subsidies, this paper divides the exist-
ing agricultural subsidies into three categories: inclusive, capital and incentive, respectively, to study the im-
pact of agricultural subsidies on the relative price of factors and the transfer of agricultural land.

Based on the data of “A Survey of Thousands of Villages in China” in 2011-2018, the study finds that:
The rate of small-scale farmers’ land rental is on the decline, the rate of independent management and aban-
donment is on the rise, while the rate of large-scale farmers’ land rental is on the rise. The empirical results
show that: Capital subsidies reduce the price of capital relative to labor, promote the increase of farmers’ capit-
al input, and then improve the willingness of large-scale farmers to rent in farmland; incentive subsidies are
similar to efficiency wages, which increase the income of agricultural production relative to non-agricultural
employment, reduce the willingness of small-scale farmers to rent out farmland, or raise the rent of farmland in
the process of transfer, so that the cost of large-scale farmers renting farmland increases, and incentive sub-
sidies’ promoting effect on large-scale farmers’ renting farmland decreases; inclusive subsidies are similar to
the dividend generated by interest earning assets, which have a positive impact on the transfer of agricultural
land.

Farmers’ wage income is the opportunity cost for farmers to engage in agricultural production. The high-
er the wage income is, the more willing small farmers are to rent out farmland. Due to the existence of capital
subsidies,when large farmers expand the scale, they mainly increase capital investment, but not raise labor em-
ployment, so higher wage income often promotes large farmers to rent in farmland. Because of regional en-
dowment and economic development, there is heterogeneity in the effect of agricultural subsidies in non-main
production areas. Therefore the positive effects of capital subsidies and inclusive subsidies on the transfer of
agricultural land are not significant in non-main production areas.

Key words: agricultural subsidies; relative prices of factors ; agricultural land transfer
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