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On impact of credit constraints on farmers' subjective poverty:
A empirical study useing Chinese household income survey data

LIU Jiaojiao', ZHU Ming™, YANG Zhao’, ZHANG Gangren’

1. College of Economic Management, Wuhan Institute of Technology, Wuhan 430205, China
2. Chinese Academy of Agricultural Engineering Planning and Design, Beijing 100125, China
3. College of Economics and Management, Huazhong Agricultural University, Wuhan 430070, China

Abstract Many studies have shown that credit constraints have a significant negative impact on farmers’ objective welfare such
as income and consumption. However, few studies have dealt with the impact of credit constraints on farmers’ subjective welfare.
Credit constraints may not only affect the subjective poverty of farmers in economy but also psychologically affect the subjective
poverty of farmers. Based on the rural household samples in the China Household Income Projects (CHIP2013) database, we
analyze the impact of credit constraints on subjective poverty of farmers. To minimize the bias, we use the propensity score
matching (PSM) method to control the non—randomness of farmers’ credit constraints. To ensure robust results, we also divide the
sample into different sub—samples based on farmer’s income and family size, and verify again the impact of credit constraints on
farmers’ subjective poverty. The results are as follows. Firstly, compared with the farmers without credit constraints, the
probability of subjective poverty among farmers with credit constraints is significantly increased. Secondly, formal credit
constraints have a significant effect on farmers’ subjective poverty expressed by minimum income and by income evaluation.
However, informal credit constraints have a significant effect on the subjective well-being of farmers. Therefore, the economic
effect of formal credit constraints is more significant and the psychological effect of informal credit constraints is more significant.
Thirdly, although demand-based credit constraints are the main type of credit constraints to which farmers are subject, supply—
based credit constraints still have a larger impact on farmers’ subjective poverty. Therefore, to strengthen the inclusiveness of
rural finance is still the key to improving farmers’ welfare.

Keywords farmer; credit constraints; subjective poverty; household income
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