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Mechanical design of farmland transaction contract in rural China
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The development of a well-functioning land rental market is one of the
most feasible means to increase factor allocation and raise the efficiency of land use in rural
China. The major purpose of this research project is to examine efficient mechanical design of
farmland transaction contract to facilitate land rental market. To achieve the goal, we have
conducted large-scale rural household survey in Sichuan province, and have examined the determinants

of rent-in/rent-out decisions and the level of rental fee. The estimated results show that the
characteristics of rent-out households such as the share of off-farm employment, farmland size,
educational achievement significantly increase the probability of rent-out decisions. In addition,
the estimated results indicate that the amounts of rental fee are determined significantly by the
factors such as farmland quality, policy intervened transaction, written contract and type of
tenant.
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2 Probit
Rent-out Rent-in
Coef. z-value Coef. z-value
Age 0.028 0.533 0.097 1.253
Age’2 0.000 0.015 -0.001 -1.393
Education -0.108 -2.076 " 0.029 0.422
Educatiuon2 0.009 2.002™ -0.002 -0.281
Contracted farmland 0.043 1.710° -0.005 -0.164
Household size 0.001 0.022 0.028 0.438
Male -0.459 -2.057" 0.342 1.094
Attitude toward risk 0.098 1.030 0.019 0.155
Meeting-participation index 0.020 0.294 0.024 0.258
Willingness to adopt new agricultural technique 0.113 1.712° 0.192 1979
Child dummy 0.144 0.614 -0.662 -1.716"
Old age dummy -0.109 -0.606 0.417 1.916°
Share of non-agricultural workday 1.057 5.003 " -0.339 -1.246
Intercept -2.233 -1.467 -4.962 -2.1417™
Number of observations 375 375
LRy 426 17.1
Pseudo R° 0.082 0.061
Note: *** significant at the 1% level, ** significant at the 5% level, and * significant at the 10% level.
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OoLS Tobit
Coef. t-value Coef. z-value
Land quality Index -20.9 -0.465 -12.6 -0.259
Covenience of access 94.1 2,600 105.6 2,696
Complusory rented-out dummy 102.1 1.604 118.6 1.743"
Rented-out to non-villagers 25.1 0.438 457 0.747
Written contract dummy 248.9 3.7347 3335 4575
Technical ineffeciency dummy 146.4 2242 170.0 2439”7
Land certificate dummy 3255 5.057 3354 4.896 "
Intercept 149.8 1.159 -53 -0.037
Number of observations 206 206
F(13, 2074) 9.81
Adj R-squared 0.231
19:3% 69.0
Pseudo R? 0.024

Note: *** significant at the 1% level, ** significant at the 5% level, and * significant at the 10% level.
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