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Increasing Farmer’s Income from the

View of Human Capital

Abstract: san nong issue is the most difficult problem in our develop—
ment, which is reflected by farmer’s lower income, the employment
problem and the slow development of rural economy. The lower income
influences our economy, society, rural and the states stability. It is
the basic starting point of rural economic development to increase
farmer’s income.

It can be concluded: The farmers income experienced a high—
speed increase at the beginning, but increased slowly since 1980s and
decreased in some year. Its source and form have been changing. The
gap between urban and rural and the regional gap of the farmer’s in—
come and consumption are enlarging. There are arguments on how to
increase farmer’s income. After summarized the documents, it is con-
sidered that it can stand the test of agreement of logic deduction and the
experience only from the aspect of human capital. Thus, this article
probes into the issue just from this aspect. To raise the human capital
level is the basic motive force to increase not only the nation’s wealth
but also the personal income. Owing to the relationship between human
capital and personal income, the farmers can increase income by rai—
sing human capital level to grasp favorable economic chances. So, the

farmer’s education, vocational training, health and migratory capability
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must be invested.

Chinese farmer is the combination of “rational farmer” and “moral
farmer”. They will invest on human capital on the basis of an ensured
existence. But we can see that their human capital level is low. In
their opinion, the reasons lie in lower income, increasing cost of hu-
man capital investment and restraint of credit market. It has been
proved by some countries” experiences that it is the government’s duty
to invest on rural human capital. But our government neglects its duty
not only on elementary education, vocational training, medical and
health but also on rural labor migration. There appears government fail-
ure. As a result, our rural human capital accumulation lags behind.

The problem can only be solved from the aspect of government
failure but not market failure. However, the government failure results
in that the correction mechanism of increasing rural human capital can—
not form, which originates from the government’s preference restricted
by resources, bureaucratic behavior under the multi-hierarchy princi-
pal-agent and conflicts of group interest. So, the key to solve the prob-
lem is: adjust government’s preference and related institutional arrange—
ment, contract its scale and restrain official’s behavior, remove nega—
tive influence of group interest and establish the mechanism to protect
farmer’s interest by government.

Although faced with the resource and other constraints, the pros—
pect of Chinese farmers” increasing income is still bright. In the future,
there are two main premises for farmers” increasing income. First is the
sustained and rapid growth of the national economy and the other is the
substantially reduced number of Chinese farmers, which are indispen—
sable. But from the development trend, these two can be realized in

our future. Along with our national economic and social development
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and the declined proportion of the rural population and agricultural out-
put, we can be cautiously optimistic about our farmers” increasing in—

come for the future.

Keywords: farmers income, human capital, market failure, govern—

ment failure, institutional arrangement
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