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Abstract

Urbanization is one trend of the developing economy, but there has
arisen the excessive land conversion in China’s urbanization, which re-
quires protecting the agricultural land objectively.

Land allocation and development timing must suit to urbanization
exactly. Namely, urbanization and land conversion, land conversion and
labor migration, labor migration and the modernization of traditional ag-
riculture should be well co-ordinated. Otherwise, there will be excessive
or insufficient urbanization. The problem of urbanization in China lies in
its insufficiency, which finds expression in the anti-timing allocation and
land development obviously. During the urbanization, cities focus on the
expansion of space, ignoring the rural labor migration and neglecting the
modernization of traditional agriculture. The main reason is that local gov-
ernments employ land conversion to accumulate capital, replace capital
and participate in inter-regional economic competition based on the city-
bias strategy, which results in the excessive and rapid agricultural land
conversion to non-agricultural land as well as the increasing enormous
pressure on land protection. v

In the implementation of agricultural land protection, China carries
out the system of land use government and basic farmland protection. In
the planned economy period, the use of non-agricultural land use was
free; therefore, the efficiency of land use was slow and couldn’t reflect
elements of the opportunity cost. After the reform, in order to adapt to the
development of market economy and improve the efficiency of land use,

our government put forward the reforming measure of market-oriented
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land allocation. However, there being no change of the land requisition system of plan
economy, especially the absence of a fundamental change of the urban-bias strategy,
the more and rapid agricultural land conversion can be made possible by rejecting farms’
property rights claim, hiding the value of the assets, reducing the cost of land acquisi-
tion artificially and guarantying the government monopoly on land acquisition.

Local governments’ excessive incentives in land requisition can be described by
utility maximization model. Local government members’ political performances are ex-
pressed in developing economy, highlighting their achievements, promoting their posi-
tion and raising the city’s rating, all of which can be met through rapid acquisition of
the land. Empirical analysis shows that the land expropriation in urbanization process is
driven by local government; especially, the expansion of College Park, establishing
industrial park and the income of the sale of land development license have significantly
accelerated the land conversion.

Due to the inadequate compensation to landless peasants, the implementation of
low-cost land expropriation is made possible, whose profits are completely captured by
local governments. To change this constraint, the development rights of agricultural land
must be set up. Once the land is expropriated, the claims of development rights of land-
less farmers must be satisfied. Thus, setting up the development rights of agricultural
land means building a cost “threshold” for local government, because only with a high-
er level economy, the values of land development rights can be fully realized and land-
less farmers can be fully compensated, which embodies the requirements of land alloca-
tion and development timing.

The local government’s financial difficulties results in the incentive of capturing
profits from non-agricultural land development license. China’s financial reform of the
tax system is not completely successful. The tax rights are not given to local governments
correspondingly when the expenditure is transferred to them from the central govern-
ment, which consequently causes a financial difficulty- “close and financial authority,
decentralization of power” . To make up for the financial shortage, local governments
have to rely on “the land” to get extra-budgetary income, and increase the pressure of
land conversion. Therefore, in order to eliminate this factitious factor, an alternative

source of tax income must be given to local governments. The full implementation of



property taxes contributes to the resolution to this issue.

The data envelopment analysis ( DEA) based on the cities above the prefecture
level indicates that over 80% of the urban land is in a state of inefficient use. On one
hand, this shows that farmland conversion of non-agricultural land too fast, and the
farmland status requires to be protected; on the other hand it suggests that improving
land use efficiency is the best protection to agricultural land. Improving urban land-use
efficiency includes the cover of the real costs of urban land, the complete realization of
the land development rights’ value, the full implementation of property tax so as to in-
crease land tenure costs, as well as the redevelopment of urban brown land.

To improve the using efficiency of agricultural land, we must alter the traditional
productive way fixed by the current agricultural land division and develop modern agri-
culture. For this objective, effective labor migration is crucial, which inevitably in-
volves the reform of agricultural land system. During the process of transferring to a mar-
ket institution, it is a prerequisite to guarantee the anti-poverty function of agricultural
land and peasants’ employment function. Therefore, when it comes to the privatization
of agricultural land, we must be careful. In such a premise, the labor migration can be
effectively carried out through the transfer of the social security rights of agricultural
land. Namely, by capitalizing the land of migrated population, the government purcha-
ses the land, and the migrated population gets the money for urban resettlement costs
and development fund. In order to ensure the healthy development of urbanization and
industrialization, the expenditure of buying social security rights of agricultural land
should not be taken from the profits accumulation of non-agricultural industries, but
from the agriculture itself, which gets from part of the sale of agricultural land develop-
ment rights.

To sum up, only by eliminating the urban-bias strategy, setting up land develop-
ment rights, security rights of agricultural land, and property taxes based on the mar-
ket system, can we safeguard the land allocation and development timing of land con-
version, ensure the healthy development of urbanization, and protect the agricultural
land effectively.

Key words: urbanization; land conversion; land exploitation; agricultural land

protection; land development rights.
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