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Abstract

Improving the farmers’ enthusiasm for production, in-
creasing farmers’ income are the main objectives to solve the
issues related with agriculture, farmer and rural area in China
in recent years. The quickly rising of Grain production costs en-
gulfed the advantages benefiting the agriculture policy of the
central government, dampened the enthusiasm of the farmers’
production, and hindered the sustainable development of agri-
culture. How to slow down the increase in production costs,
increase farmers’ income and achieve the sustainable develop-
ment of production is imminent. In this paper, the real reasons
for the changes in production costs are analyzed, and some
suggestions for the current slowdown in grain production cost
rise are put forward, which is of significant reference meaning
to the promotion of farmers” income, the increase in farmers’
enthusiasm for production and the maintenance of national food
security.

A comprehensive study on the reasons for the changes in
grain production costs is done based on the related theory and
the analysis of the grain production cost changes. The main
contents include the following four aspects: Firstly, review

the changes of China’s production costs since the reform and
e 1
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opening up, analyze the effects of various constituent elements
on the grain production cost and the effects of the component
parts of the elements on the constituent elements and produc-
tion cost at various stages; Secondly, build a cost-effect func-
tion to estimate the cost-effect coefficient of various constituent
elements, and decompose the constituent elements and esti-
mate the contribution of the various constituent elements;
Thirdly, analyze the influencing factors of the various element
prices based on the function of the various element prices; Fi-
nally, based on the results mentioned above, recommend ap-
propriate countermeasures to reduce production rising costs
from the government and farmers perspectives.

The main conclusions are as follows: 1) Direct material
costs and labor costs are the main driving force for the increase
in grain production costs, and land costs in recent years rise
faster, they also become an important impetus for the grain
production cost rise; 2) Cost-effect coefficient of direct mate-
rial costs is maximum, and the expansion effect of grain pro-
duction costs is obvious. Cost-effect coefficient of land costs is
less than that of the direct material costs. Cost-effect coefficient
of labor costs is minimum, and the labor costs of wheat have
the cost-saving effect; 3) Price factor is always the most im-
portant factor for the changes in grain production costs, ener-
gy source prices pulling up the prices of agricultural supplies. In
addition, rural per capita net earnings and the urban labor

prices have the positive effects on the price of rural labor,
2.



Abstract

while the number of people engaged in agriculture in the coun-
tryside has a negative impact on the price of rural labor, and
industrialization also pushes up land prices.

The main innovations of this paper are as follows: First-
ly, the cost effect coefficients of the constituent elements of
grain production costs are estimated using cost-effect function,
and it is concluded that investing more labor and less capital is
critical to reduce the cost of production; Secondly, the contri-
butions of the constituent elements of the production cost are
also estimated, and the rise of constituent element is the key
factor for the cost rise; Thirdly, the influencing factors of ag-
ricultural material prices. the labor prices and land prices are
analyzed quantitatively and qualitatively, in order to explore
the reasons for the changes in costs of grain production.

Key words: grain; price; fluctuation; production cost;

influencing factor
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