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Can Contract Farming Improve the Operation Performance of Family Farms:
Empirical Evidence from 1968 Planting Family Farms in China

WANG Ling SHI Baofeng LU Qian
(College of Economics and Management , Northwest A & F University , Yangling 712100, China)

Abstract : Based on the 1968 survey data from fixed observation points in rural areas across the coun-
try, this paper adopts the endogenous switching regression model and analyzes the effect of contract
farming on the operation performance of family farms based on the counterfactual framework. The
results show that contract farming can significantly improve the operation performance of family
farmers. If family farms that do not participate in contract farming were to join, their operational
performance would improve. The conclusion still holds after a series of robustness tests. The mech-
anism analysis indicates that by participating in contract farming, family farms obtain pre-produc-
tion, in-production, and post-production services, along with full-process loan services. This
enables them to achieve cost control, efficiency improvement, and risk management, thereby en-
hancing their operation performance. The heterogeneity analysis finds that family farms with low
endowments and high management levels of farm owners, and those located in major grain-produ-
cing areas, benefit more from contract farming. Additionally, the "family farm -+ cooperative +
leading enterprise"” contract model shows a particularly significant improvement in the operation
performance of family farms. The research conclusion of this paper provides a practical reference for
exploring the path of improving the quality and efficiency of family farms and promoting their high-
quality development.

Key words: Contract Farming; Family Farm; Operation Performance; Endogenous Switching Re-

gression Model
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