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ABSTRACT

China’s reform began in 1978 by reforming the
nation’s land institutions. This change then provided
the basis for agricultural growth for the past 30-plus
years. Previous studies have already demonstrated that
most of the rise in productivity in the early reform
years was due to the shift in institutions from collective
farming to the household responsibility system(HRS).
In its most basic form, HRS was a reform that gave
individual farmers control rights over decision in farm-
ing and income rights to the proceeds of their efforts in
agriculture. These rights were formally bestowed to
farmers through a 15-year land use contract. After the
first contract period expired in the late 1990s, a second
contract period extended the basic rights for 30 more
years.

Reforms to China’s land institutions have also
facilitated a number of subsequent policy initiatives,
which in turn have been shown to contribute to the
rapid growth of the nation’s since early 1980s. After
the HRS reforms were completed in 1984, a series of

economic reforms were subsequently(and successfully)



launched. A few of these policy initiatives included:
the reforms that encourage the expansion of township
and village-owned enterprises; measures to provide a
better market environment through domestic market
reform; fiscal reform; rural financial reform; the
devaluation of the exchange rate; the expansion of the
special economic zones which were created to attract
foreign direct investment; state-owned enterprise
reform; trade liberalization. Hence, land reform, as
well as these many other policy efforts, have contribu-
ted to China’s economic growth, which grew on an an-
nual basis(in terms of gross domestic product or GDP)
by nearly 10 percent between 1979 and 2010.

While the importance of reform to China’s land in-
stitutions in the past has been recognized in literature,
this is not a static issue. In fact, there are many new
challenges in today’s agricultural economy that will
rely on or be affected by the way land is managed. For
example, in its efforts to ensure food security, China’s

leaders have announced that they will maintain a mini-



mum of 120 million hectares of cultivated land. Such a
target—and the ability to meet it—will not only have
implications for whether the nation’s farmers can pro-
vide most of China’s food and meet its food security
goals. Restrictions on the conversion of land out of ag-
riculture will also affect urbanization and, potentially,
overall economic growth., Rising wage rates also are
expected significant effects, not only on China’s indus-
trialization, but also farm land use and the way farm-
ing is organized and carried out. In addition, China’s
farm size is going to be a major land-related issue.
Farms are smaller now(about 0. 6 hectares) than they
were 30 years ago. Modernizing China’s agriculture
with hundreds of millions small-scale farms is a great
challenge. It is an absolute must in China that the size
of farms increases dramatically in the coming years.
But, there are many challenges to such changes.

As China emerges as a rapidly developing coun-
try—one that is industrializing, urbanizing and globali-

zing, it is clear that the nation will need to have a way



to increase farm size and farm incomes in the near
future. As tens of millions of households begin to
move into China’s cities, expanding farm size will have
to occur—as it has done in almost every other country
that has modernized. Without being able to increase
protection at the border due to its WTO commitments,
about the only way to increase the incomes of those left
in farming(as others move to the city) will be to both
increase farm size and raise productivity.

So how will China go about increasing farm size
and agricultural productivity? When addressing the
farm size issue, since land can not be bought or sold(at
least not now or—presumably—in the near future),
the expansion of farm size will have to depend on
China’s cultivated land rental markets. Hence, the
ability to expand China’s farm size will depend on the
status of cultivated land rental markets. How land poli-
cies have changed and implemented over time? How
have these policies affected land rental markets? When

addressing agricultural productivity, while public in-



vestment into agricultural technology and rural infra-
structure is important, the incentive for farmers to in-
vest in land(and search for new technologies to make
themselves more productive) is also important. If
China’s farmers rent in land, how will it affect farmer-
led investment into the land? Unfortunately, in China’s
national statistical surveys, there is little(almost no)
systematic information on the scope of the emergence
of land rental and/or the investment by farmers into
farming. As a consequence, there is almost no empiri-
cal studies on how China’s land policies and the nature
of land rights in China either affect rental activity and/
or provide greater opportunity for increasing the scale
of farming (and/or investment into land). In the
coming years, property rights reform is expected to be
high on the priority list of potential reforms. These re-
forms are complicated and will certainly create great
challenges for those wishing to push reform forward.
Any information on the nature of land rights, their

effect on land institutions and ultimately on the pro-



ductivity of land and incomes of farmers is important.

The overall goal of this book is to review the evo-
lution of China’s land policies and institutions(as well
as other major policies) since the late 1970s(including
understanding the ways that the policies have been
implemented) as a way to analyze the effects of the
reforms to land policy(as well as other major policies)
on land reallocation, the rental market for cultivated
land and farmer investment into cultivated land. To
achieve these overall goals, this book has the following
four specific objectives:

a) To systematically review the evolution of land
policy shifts and institutional changes as well as track
how officials have implemented land use and land
rights policies over the past 30 years. We will be par-
ticularly interested in evaluating differences between
national policies and the ways that they were actually
implemented at local level;

b) To have a better understanding of the trends in

and nature of cultivated land reallocations and rental



market activity. We are particularly interested in iden-
tifying the major factors that affect land reallocation
and land rental activities. To do so, our analysis draws
on a unique set of panel data that are national repre-
sentative from 6 provinces;

¢) To assess the expectations that China’s farmers
have on the rights they have to use the land and under-
stand how those expectations affect the market for the
rental of cultivated land as well as the impact on farm-
er investment into land;

d) To consider the implications of our findings for
current and future policy reform and to identify areas
of additional research that are needed.

To accomplish these objectives, this book is
organized as follows:

Chapter 1. Introduction. This chapter briefly in-
troduces the background, motivation and purpose of
the book.

Chapter 2. Evolution of farm land use rights dur-

ing the past thirty years of reform. This chapter tracks



