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Effects assessment of China's grain subsidy project under liquidity constraints
Y1 Fujin®®, ZHOU Xun?, LU Wuyi?

(a.College of Economics and Management; b.China Center for Food Security Studies,

Nanjing Agricultural University, Nanjing 210095, China)

Abstract: Although the grain subsidy policy has been implemented for more than 10 years, the policy effect is still in
dispute. From the view of liquidity constraints faced by rural households, based on panel data from 19 provinces, this
study examines the effects of the grain subsidy policy on household income and grain production. Results show that the
grain subsidy policy has a positive impact on grain production and farmers' life. Firstly, the grain subsidy has a
significant income multiplier effect; secondly, the grain subsidy changes the production decisions of farmers and
increases the grain area and the level of factor input per unit area by alleviating the liquidity constraints, which also

promotes the grain production.
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