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Agricultural Contract Arrangement: Farmers’ Risk Attitude and
Contract Choice Decision

LIU Xinyue, ZHOU Li

Abstract; Contract farming plays an important role in helping contracting households to share risks. In
this paper, under a relatively complete analytical framework, we consider various risks faced by agri-
cultural production, and discuss the preference of farmers with heterogeneous risk attitudes towards dif-
ferent types of contract attributes with different risk sharing capacity. The experimental data of risk pref-
erence and contract attribute selection of 368 chicken farmers in 11 cities of Jiangsu Province are used
for empirical testing. The purpose of this paper is to reveal the relative importance of contract farming in
helping smallholders cope with the risks of production, price and transaction. We try to answer what
kind of contract arrangement is conducive to maximizing the utility of farmers and effectively protect the
interests of vulnerable farmers. The research shows that farmers prefer fixed price term because it has
obvious advantages in sharing price risks and preventing implicit defaults of enterprises. The heteroge-
neity of risk attitude is obvious in scale households. With the increase of loss aversion, scale
households’ preference for contract attributes that help avoid production risk increases. There are differ-
ences in the types of risks that scale households and small households expect to avoid through contract.
Scale households pay more attention to contract attributes that avoid various risks, while small house-
holds mainly focus on contract attributes that avoid price risks. Therefore, under the background of fre-
quent occurrence of major animal diseases such as avian influenza and African swine fever, the govern-
ment should encourage and guide leading enterprises to optimize the contract design to effectively protect
the interests of contracting farmers.

Keywords: Risk Attitude; Contract Attribute; Contract Choice; Experimental Economic
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