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Abstract

Agriculture is one of the basic industries of China,
which draws the government’s attention all the time and
is an important area of government investment. China is
a developing country, whose population ranks the first
all over the world. In the long term, it is facing huge
economic and population pressure, so the government
had to go through kinds of economic measures to
promote economic stability, especially, to ensure food
security. How to evaluate the effects of government
investment in agriculture, understanding the influence
mechanism of various kinds of investment in promoting
agricultural development deeply and providing more
powerful suggestions are the important parts in
agricultural research at present. Therefore, this study
has important theoretical and practical significance.

This book analyzes the influence and transferring
mechanics of government investment on agriculture based
on industry association, economy circle and general

equilibrium theories using grey relational analysis, data
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envelop analysis ( DEA) and computable general
equilibrium method. This research is profound and
comprehensive, then lead some operational advices for
government.

(1) Effect and transmission mechanism of govern-
ment investment on agriculture. Government investment
affects social aggregate demand and supply, which may
lead great changes in market structure and cause
fluctuation in prices. Agriculture inputs and outputs are
affected by input and output prices. Because of different
industrial relevance, government investment has effects
on agriculture economics and development based on kinds
of different transmission paths, such as spillover effect,
multiplier effect, correlation effect and crowding-out
effect.

(2) Government investment can stimulate agricul-
tural development positively. It is coincided with
economic principles that direct investment on agriculture
improves agricultural economy. Expenditure on social
welfare plays more important roles than ever, which
indicate that farmers focus on all aspect of life instead of
only producing. Government should not only improve
producing environment, industry structure and
technology service, but also be responsible for social

welfare, education and cultural industry.
e 2 .
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(3) Government investment has contributed to
updating agricultural structure. The conclusion from
grey relational analysis reveals that the main area of
government investment from china’s reforming is farming
industries and it ensures the grain growth steadily.
Ecological construction and grazing investment have
increased significantly since 2001, which is positive to
agriculture industry adjustment. Outputs of forestry,
grazing and fishery have more proportion than before.
But there is a decreasing return to scale of agriculture
output in government investment, which reminds us the
necessity of modernization, centralization and efficiency
of agriculture industries.

(4) There is a close relationship between the
efficiency of government investment and geographic
conditions.  Different regions natural and social
conditions affect the efficiency of government investment
significantly. The main regions, which have advantages
in natural and social conditions, should benefit more
from government investment. This will greatly improve
agricultural output.  Environment protection and
infrastructure construction are proper investment aspects
in bad condition areas. In all, this unbalanced
distribution will improve overall agricultural efficiency.

(5) Water conservation and research investment
. 3 -



BUFR A X R W 6 8 0a 7 47

have great effect on agriculture. Water conservation
investment enhances grain production and food security.
But great investment in water conservation mechanicals
in 2008 has little impacts on grain production in short
terms. Government should increase water conservation
investment and irrigation system to improve efficiency in
water use. Research investment has long-term effect on
agriculture output. The conclusion is that the technology
spread will be faster and technology adoption laggard will
be shorter when research and development investment is
improved overtime.

(6) Public investment significantly increases agricu-
Itural  output. Architecture and  transportation
investment have negative effect on agriculture output,
because these industries are capital and labor intensive
and they absorb inputs elements from agricultural
industry. Agricultural marginal output keeps decreasing
and results in output reduction.

(7) United States, European union, Japan and
some other global or regional unions have taken measures
to cope with financial crisis since 2008. Investment has
been one of the major measures to solve the problems
associated with financial crisis. The investment policy
from China is called 4 000 billion “ Huge-Scale

Investment” .
. 4 .



Abstract

Finally, 1 have several suggestions based on the
conclusions. For example, the government should
continue to increase investment amount in agriculture and
allocate investment according to regional advantages.
Further, the government is suggested to enhance modern
agricultural investment and improve efficiency of

government investment.

Keywords:  Government  investment;  Agricultural
development; Grey relational analysis; DEA; CGE
(Computable General Equilibrium)
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