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Why Does “Zero Rent” Exist in Farmland Transfer: An Empirical
Analysis from the Perspective of Rent Type
ChenYishan Zhong Funing Ji Yueqing

Abstract: Informal land transfer without cash rent (or rent in kind) is a new phenomenon in China. From the perspective of
rent type, this article investigates the cause of “zero rent”. The main idea is the substitution between cash rent and “Renging”.
That means, given the small amount of potential rent, it would be reasonable for rural households to transfer land out to their
relatives/friends without asking cash rent (or rent in kind) in return, since “Renqing” is a kind of alternative rent which can
better satisfy the demand of some specific rural households. Based on rural household survey data from eight municipal cities
in Jiangsu province, the study confirms the substitution relation between cash rent and “Renging”, and further tests the
determinants of choice on rent type. The findings are as follows: Firstly, an increase in cash rent level, in plot area and in soil
quality can enhance the probability for households to prefer cash rent. Secondly, both migrant households and non-migrant
households without young males at home tend to choose “Renging”. Thirdly, as the ratio of households transferring land out to
households transferring land in becomes larger, cash rent would be more likely to be the ultimate choice. The study indicates
that with the further advancement of urbanization, “Renging” rent will be gradually replaced by cash rent. Therefore, policy
guarantee should be provided to develop the formal land transfer market in China.

Key Words: Land Transfer; Urbanization; “Renqing”; Rent

-14 -



