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The Mechanism of Land Trusteeship Mode Driven by Agricultural Retailers’
Transformation: An Explanation Based on Theory of Vertical Integration of
Industry Chain

Hu Lingxiao Zhou Yingheng Wu Shunchen

Abstract: The mode of China’s agriculture large-scale management appears to be diversified. It would be therefore meaningful to
examine the formation mechanisms of these different modes. This article focuses on the case of land trusteeship and provides an
explanation for its implementation mechanism by exploring the transformation logic of agricultural commodity retailers. Based on a
framework of vertical integration of industry chain and an analysis of typical cases, three main findings are listed as follows. First,
reducing uncertainty, lowering the transaction cost and striving for the integration of industry chain revenue motivate the
transformation of agricultural commodity retailers and the vertical integration of industry chain. Second, in order to reduce the costs
and risks of vertical integration, retailers choose land trusteeship mode as a vertical integration strategy. Third, there are two reasons
to explain why retailers can realize this vertical integration. On one hand, their advantages in capital and entrepreneurship are in line
with the need for the realization of land trusteeship mode. On the other hand, the retailers receive many external supports.
Accordingly, this article proposes some reference for both academic research and policy aspects.

Key Words: Agricultural Commodity Retailer; Transformation; Land Trusteeship; Industry Chain; Vertical Integration
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