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Dose the Market Development Reduce the Difference Between Rural
Households’ Willingness to Accept and Willingness to Pay for Farmland
Transfer?

TANG Wang ZHOU Cong CHEN Fengbo

Abstract: The difference between rural households’ Willingness to Accept (WTA) and Willingness to Pay (WTP) for farmland
transfer is considered to be an important barrier against rural land lease transactions. In order to reveal how market failure
discourages farmland transfer, this study constructs a model of land supply and demand to illustrate the impact of the farmland
transfer market development on the difference between rural households’ WTA and WTP for land transfer. We conduct an empirical
analysis using survey data of 563 rice growing households from 14 sample villages in five provinces of China. We find that there is
a significant relationship between the difference between rural households’ WTA and WTP and the development degree of the
farmland transfer market. When market failure occurs, high farmland transfer costs and low transfer prices, as well as rural
households’ strong reliance on land, result in the difference between their WTA and WTP. The development of farmland transfer
markets can effectively reduce the transaction costs, increase the revenue, and reduce rural households’ reliance on land, thus
decreasing the WTA-WTP differences and ultimately encouraging land transfer. We also find that “ration-satisfied” households,
who are the majority at current, are more likely to be affected by the development of farmland transfer market than
“income-seeking” households, and the market development helps reduce the difference between WTA and WTP among
“ration-satisfied”” households.

Key Words: Farmland Transfer; Farmland Transfer Market; Willingness to Accept; Willingness to Pay; Rice Growers
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