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Empirical Study on the Grain Famers’ Supply Behavior Reaction to the Minimum
Purchase Price Policy in Main Producing Areas of China

Zhang Shuang
( College of Economics & Management China Agricultural University)

Abstract: The thesis creates models about farmers’ supply behavior of two major varieties as early indica rice and hybrid wheat in
major grain — producing areas based on farmers’ supply behavior and price expectation theory. Using naive and adaptive prices
expectations the model simulates the approach by which the minimum purchase prices affect grain supply and the farmers’ supply
behavior in major grain — producing areas under the minimum purchase price policy. The empirical results show that: The minimum
purchase price which is announced by the government every year has a significant positive impact on farmers grain supply behavior in
major grain — producing areas; the minimum purchase price guides farmers’ grain supply behavior by affecting their price expectations.
The steady raise of minimum grain purchase prices in recent years plays an important role to protect famers’ interests effectively. At the
same time the amplification effect on grain — prices signal by distributed and small — scale supply behavior of farmers in major grain —
producing areas should be paid sufficient attention during formulation and implementation of minimum purchase price policy.

Key Words: Grain Purchasing Market Price; Minimum Purchase Price Policy; Farmers’ Supply Response

JEL Classification: Q11 Q12 Q18
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