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Abstract
The Theoretical Analysis Of Agricultural
Taxes And Fees

This dissertation discusses the source of agricultural taxes and
fees. We will engage in this research from tax equity, farmland owner-
ship and governmental regulating rent respectively. The concrete logic
thoughts are as following:

1. Estimating marginal revenue of all kinds of factors ( land,
capital and labor) of agricultural production. Supposing marginal rev-
enue of land and capital are both zero, then agricultural production
revenue will be changed to be labor revenue . namely wages of agricul-
tural labor force. According to personal income taxes criterion—the
starting point is 800 yuan/month, are agricultural labor revenues
taxed fairly? If agricultural labors ought not to be taxed, but in fact
burden agricultural taxes and fees, this case means agricultural taxes
and fees are discrimination taxes only on farmers. We will discuss ag-
ricultural taxes equity in chapter 4.

2. From the viewpoint of tax equity, agricultural taxes and fees
are discriminating taxes on farmers. This means the justice and ration-
ality of agricultural taxes and fees face great challenges. In order to
get rid of the difficulty, we change our research focus from tax equity
to farmland rent. In fact, research on agricultural taxes and fees from
land rent is attractive. If agricultural taxes and fees are not from ta-
xes, but from land rent , we can attribute agricultural taxes and fees

to rural land ownership owned by several levels of government, it
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means agricultural taxes and fees are from the revenue of farmland
property rights.

Assuming marginal revenue of capital is zero, marginal revenue
of agricultural labor is its opportunity cost, that is labor income from
agriculture’s alternative use. We assume agricultural labor’s marginal
revenue is 200yuan/month, 300yuan/month or non agricultural labor
income every month respectively, then estimate land rent of every as-
sumption, compare agricultural taxes and fees to land rent on every
assumption to see if land rent on every assumption can offset farmer
family’s taxes and fees. If land rent can’t offset farmer family’s taxes
and fees, it means agricultural taxes and fees don’t come from land
rent. We will research if agricultural taxes and fees are from the reve-
nue of rural land properties in chapter 5.

3. If agricultural taxes and fees are not from tax and farmland
ownership rights, then the only explanation is transaction costs of
farmer’s escaping agricultural taxes and fees are too high. Assuming
transaction costs are zero, discriminating tax on farmers will not bring
into effect because a great many farmers will shift into non-farm vaca-
tions in order to escape taxes and fees. If farmland rent can’t offset
farmer family’s taxes and fees, then farmers will give up tilling farm-
land in order to escaping income fall due to high taxes and fees on as-
sumption of zero transaction costs. If farmers will not give up tilling
farmland on the condition of tax discrimination or bearing high farm-
land rent, it means there exist transaction costs counteracting produc-
tion factors’ mobiling. The transaction costs are very high that farmers
can escape from discriminating taxes and high farmland rent. How to
evaluating farmers transaction costs? What is the relationship between

transaction costs and agricultural taxes and fees? Our investigations
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are as following. Farmers labor force can undertake agricultural pro-
duction, or undertake non-farm production. If labor income undertak-
ing agricultural production is less than that undertaking non-farm pro-
duction, but the farmer still undertaking farm production, it means
there exist transaction costs. If there are no transaction costs, farmers
must enter from agricultural to non-farm industries. Therefore we de-
fine the minimum transaction costs that farmers can’t move freely as
the balance that farmers non-farm labor income subtracts farmers agri-
cultural labor income. Because of agricultural taxes and fees, the bal-
ances of the minimum transaction costs that farmers can’t move freely
between before and after taxes are balanced by farmers’ taxes and
fees, it implies agricultural taxes and fees are only part of the mini-
mum transaction costs that farmers can’t move freely. If there is no ag-
ricultural taxes and fees, farmers only make marginal adjustments, a
great many of farmers can’t get the balance that farmers non-farm labor
income subtracts farmers agricultural labor income through moving
freely by reason of transaction costs before tax . We will discuss the
minimum transaction costs that farmers can't move freely and the pro-
portion of agricultural taxes and fees in the minimum transaction costs
that farmers can’t move freely in chapter 6.

4. If agricultural taxes and fees are from transaction costs that
counteract farmers move freely, and not from tax and revenue of farm-
land property rights, besides agricultural taxes and fees are small pro-
portion in the transaction costs that counteract farmers move freely, it
shows agricultural taxes and fees belong to category of transaction costs
in essence, and the heavy taxes and fees on farmers are not the most
severe problem in vast rural areas. The most severe problem in vast

rural areas are high transaction costs that counteract farmers move
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freely to gain the balance that farmers non-farm labor income subtracts
farmers agricultural labor income. What factors result in high transac-
tion costs that counteract farmers move freely? We assume that govern-
mental regulations are the most fundamental factor that results in high
transaction costs that counteract farmers move freely. Governmental
regulations mostly include family house system and property rights sys-
tem. The main cause of governmental regulations is the remainder of
planned economy system. Governmental regulations result in high gov-
ernmental regulated rent, then cause transaction costs that counteract
farmers move freely very high. We will discuss governmental regula-
tion: the most important part of transaction costs in chapter 7.

5. We find that governmental regulations are the most important
cause resulting in transaction costs that counteract farmers move free-
ly, and agricultural taxes and fees are very small part of transaction
costs. The implied policies are as following: the reform of agricultural
taxes and fees is only a start to solve the problems of rural areas; The
fundamental ways to solve the problems of rural areas are relaxing gov-
ernmental regulation, normalizing governmental conducts, lowering
governmental regulating rent to reduce transaction costs that counteract
farmers move freely. We will analyze policy implications, including in
the appraisal to the present reform of agricultural taxes and fees in
chapter 8.

Key words: tax equity revenue of farmland ownership rights

agricultural taxes and fees governmental regulating rent
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