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The Big Picture of Today’s Rural China

1. Rapid urbanization

» According to China’s official data, its urban population
for the first time exceeded rural population in 2011.

* However, the majority of the recently urbanized people,
often known as “migrant workers” from the countryside,
are yet to become full-fledged urban citizens, receiving
neither urban status nor urban services and benefits.

* The urban growth and industrialization has used up
large amounts of farmland, resulting in pervasive land
expropriations and undermining both food security and
rural social stability.
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China’s Population Pattern Changes (millions)
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The Big Picture of Today’s Rural China

2. Worsening rural-urban disparities

« Still low iIncome: in the year 2011, average rural per
capita income for the approximately 700 million rural
people is $1,100 dollars, while urban per capita income
has reached $3,800 dollars.

« Still poor: new World Bank estimates as of 2010
iIndicate that more than 170 million people still live under
$2 a day. The great majority of these are rural.

« Still lagging badly on other measures: the
countryside lags in life expectancy, infant mortality,
education, medical care, social safety nets, etc.
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Per Capita Income Comparison
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The Big Picture of Today’s Rural China

3. Brewing Discontent

* An estimated total of 187,000 “mass incidents” occurred
In 2010, 65% of which arose from land grievances.

« According to an analysis of recent rural mass incidents
reported by Chinese media:

— In 53% of all the cases, local authorities mobilized police
force to clash with protesting farmers, in addition to another
21% cases where local governments used other extreme
measures to suppress the mass incidents.

— As aresult, in 56% of cases protesting farmers chose to block
construction or destroy construction equipment, in 30% chose
to besiege local government buildings, in 13% attended sit-in
demonstrations, in 9% at least one farmer chose to commit
suicide to protest, and in only 10% involved filing formal

o lawsuits in court.
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To decisively narrow rural-urban disparities, to achieve
broad-based and inclusive development, and to succeed
In building a truly *harmonious society”,

China must resolve the land issue.




The Legal Regime on Rural Land Rights

 Allrural land is owned by “collectives” (village
communities)

= Since modern-era land tenure reform started in the late 1970s,
the breadth of collective ownership has been narrowed to give
more rights to farmers.

= Property Law (2007) clarifies that “collective” ownership is
ownership by all members of the community, but local officials
still possess great power In practice.

* Individual farm households have “use rights”

» Such use rights are property rights under the law, consisting of
the right to occupy, to farm and use, and to transact the land.

» For farmland, the term of the rights is 30 years (mostly started
In late 1990s).

= |Land rights documents: contracts and certificates.
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Land Contracts




Land Certificates
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The Biggest Problem with Chinese Farmers’ Land
Rights: Insecurity

Laws & Policies
» Basic laws and central policies are reasonably good on
paper, but with several big holes
o very inadequate on the subject of compulsory takings;
o virtual vacuum on farmers’ residential land rights.

* Practice
= Lack of implementation is the central problem.

= Lack of supporting institutions for property rights (from
document issuance, to grassroots awareness, to dispute
resolution mechanisms, to effective courts).
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2011 Nationwide Survey on Rural Land Rights

1,791 farm households were interviewed in mid-2011, which is the
sixth in a series (prior ones in 1999, 2001, 2005, 2008, and 2010).

The 17 major agricultural provinces together have 75% of China’s
rural population. '
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Survey enumerators in the Field
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Survey enumerators in the Field
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Survey enumerators in the Field




Threats to Farmers’ Rights: Land Takings

« 43% of the 1,791 surveyed villages have experienced
compulsory land takings since late 1990s.
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Threats to Farmers’ Rights: Land Takings

« Average compensation to land-losing farmers is about
US$18,000 per acre, a small fraction of its true market
value (US$740,000 per acre as the mean, US$190,000
per acre as the median, based on the reported prices
for which the local authorities sell the land).

« The dissatisfied farmers outnumber the satisfied ones
by a ratio of two to one. More importantly, 17% of
affected farmers reported as “extremely dissatisfied.”
As a result, land grievances are the leading cause for
mass protests and conflicts in China.
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Farmers’ Satisfaction Level in Land Takings
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Threats to Farmers’ Rights: Forced Urbanization

 Local authorities have recently promoted programs to
move farmers into urban or semi-urban living settings
to usurp more land from farmers for development.

« One out of every six villages is now affected across
rural China, and in 57% of all cases, relocated farmers
do not have any farmland at all.

* Only 14% of the vacated residential land and 44% of
the vacated farmland is currently used for agricultural
purposes, contrary to local governments’ claim of
preserving farmland.
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Threats to Farmers’ Rights: Forced Urbanization

« The vast majority of them fail to become full-fledged
urban citizens:

= Only 18% moved inside established urban settings
(townships or county seats), the remainder still living in
the countryside or at the fringes of urban development.

= Only 22% changed to urban residential registration;
= Only 14% covered by urban social security system,;

* Only 9% covered by urban medical insurance system,;
and

* Only 21% of their children can access urban schools.
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Threats to Farmers’ Rights: Involuntary Land
Transactions

 About 17% of all villages have experienced land transfers to
companies and other outsiders.

 Many of the land lease agreements are very much one-sided in
favor of the interests of the companies or outsiders. The length of
lease terms in more than 1/5 of all cases has exceeded legal limit.

* Farmland leased to these companies and outsiders is supposed
to remain agricultural but in 1/4 of cases farmland is developed for
lllegal (and more profitable) non-agricultural uses.

« 25% of all these leases are done due to direct coercion by local
officials. Another 42% of these deals involved some extent of
pressure on farmers.
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Threats to Farmers’ Rights: Inadequate
Documentation

The law and policy require that farm households receive both
land contracts and land certificates to confirm their 30-year

rights. China has a long way to go to achieve universal
Issuance.
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Threats to Farmers’ Rights: Inadequate
Documentation

 The quality of issued documentation is also poor.

= Only 21% of the contracts and 40% of the certificates can be
considered strictly law-compliant (containing essential
elements such as specified length of the rights, adequate land
description or parcel map).

« Women’s names are generally missing.

= Only 17% of the issued contracts and 38% of the issued
certificates record women’s names.
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Some Good News: Farmers’ Investments

« 33% of farmers, typically those who have some security
In their land rights, have reported mid- to long-term
diversification investments in land (orchards, green
houses, pig farms, fish ponds, etc).

* In 93% of all cases, farmers used their family savings to
make the investments.

Only 15% are able to borrow from banks or other formal
Institutions. The main reasons cited for this is that most
banks do not accept or consider loan applications from
farmers due to the lack of either collateral or co-
guarantors (farmers’ land cannot be mortgaged).
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Some Good News: Farmers’ Investments

* In 2010 such investments yielded an average net
iIncome for the investing farmer of nearly US$1,800.

= |tis estimated that a total of US$58 billion was generated in
the year of 2010 alone due to these investments that are
attributable to secure land rights — this represents 8.6% of
total rural income in that year.

 The $58 billion is only the tip of the iceberg. The
untapped potential for income growth and wealth
generation is enormous If all Chinese farmers enjoy

secure rights.

g@ Landes - 27

SLitute

¥—




Implications for Further Land-Rights
/ Reform in China




Immediate & Urgent Reforms

« Reform the law and practices on compulsory land
takings, to be done by the time of the central leadership

transition in March 2013 (to define “public interest,” and
Improve compensation standard and procedural due process for

affected farmers).

* Protect the land rights of farmers and migrant workers
against coerced and poorly compensated urbanization
programs (no forced evictions, protection of both farmland and

residential land rights).
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Mid-term Reforms

* Issue land rights documents to all farm families to

further assure their rights (with women’s names fully
recorded in all new documents, including the new land registration

pilot projects).

 Make farmers’ 30 year land rights automatically

renewable for similar or longer terms, without charge.

« Adopt strict limitations on landholding by companies
and other big holders (e.g., full consent from affected farmers,
clear penalties for illegal land use).
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Long-term and Broader Improvements

« Effective supporting
Institutions (court system,
legal aid & awareness).

« A strong social safety net
for farmers (such as
medical, pension).

* The reform of rural
finance system.
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Imagine what secure land rights for 700 million rural
people would mean for China?

* Long-term investments in land that lead to greater

productivity and higher income.

* Broad-based property rights lead to wealth creation,
social stabllity, civic participation, and rule of law.

« Better environmental stewardship.
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