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The Effect of Credit Market on the Development of
Farmland Circulation Market

XU Quan' ZHANG Long~yao™ WU Bi’
(1. a. Office of Financial Affairs b. College of Finance Nanjing Agricultural University Nanjing 210095 China;
2. Research Center for Rural Economy Ministry of Agricultural Beijing 100810 China)

Abstract: Chinese farmland circulation market comes to modest scale commercialization and contracts
sprit and resulting in capital threshold improvement of peasant households’ participation in the farmland
circulation market. Based on the survey data of 706 peasant households and controlled the endogeneity
between credit access and farmland circulation this paper studies the possible effects of rural formal
credit market and informal credit market on peasant households’ decision in farmland circulation. The
results show that formal credit and informal credit have significant positive impacts on peasant house—
holds’ behavior and the scale of farmland circulation. However because of imperfect rural formal credit
market and existing laws prohibiting rural land mortgage informal credit has a greater impact on the scale
of circulation. Accelerating farmland mortgage system reform and improving rural formal credit market
will promote farmland circulation develop a moderate scale management and realize positive interaction

and balance between rural credit market and rural land market.

Key Words: formal credit; informal credit; farmland circulation; rural land mortgage; moderate scale;

endogeneity



