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The Bargaining Power of Rural Households in Land Rental Market in Main
Grain Production Areas

Wang Qian Ren Qian Yu Jin

Abstract: The price of land transfer is not only determined by supply and demand, but also by rural households’ bargaining power.
To explore how farmers’ bargaining power effects the transaction price, this study uses a two-tier stochastic model and survey data
from 733 households in the provinces of Henan, Shandong, Anhui, and Hebei. The results show that both the participation of a third
party and the signing of a rental contract have positive effects on the standard price. Land transfer between relatives or friends tends
to generate a lower standard price. However, conventional variables can only make certain explanation of farmland transfer prices.
Farmers’ bargaining power is found to make 84.53% contribution to the transaction price variance. Rent-out households have a
stronger bargaining ability, leading to a final transaction price higher than the standard one. Although the participation of a third
party and the signing of a transfer contract have increased the surplus separately, there is no significant change in the net surplus.
Recently, the bargaining difference between the two sides has been increasing with time, which would be detrimental to the interests
of market participants. The study suggests providing a price subsidy to rent-in households who accept a transaction price higher than
the standard price.

Key Words: Land Transfer; Bargaining Ability; Measurement; Influencing Factor; Two-tier Stochastic Model
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