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Abbreviations

ADB - Asian Development Bank

AP - affected person

CLSPI - China Land Surveying and Planning Institute
CNSF - China Natural Science Fund
CSSF - China Social Science Fund

ha - hectare

LA - Land Acquisition

LAL - Land Administration Law

LAR - Land Acquisition Regulations
MLR - Ministry of Land and Resources
PRC - Peoples’ Republic of China

Glossary

Land-loss farmers—According to the People’s Republic of China’s laws and regulations, land acquisition
refers to turning the collective ownership of land into State ownership, excluding demolishing and reconstruction
in cities. Therefore, in Chinese laws and regulations, “involuntary resettlement” is referred to by the phrase “land-
loss farmers,” and so for convenience of expression, the latter phrase is used throughout this report. In some
instances, the term “land-taken farmers” is also used.



Notes

Note: 1 hectare = 15 Chinese mu

In addition to this Country Report, the study also includes the following supplementary
thematic papers:

1. Scope of Land Expropriation Rights

2. Asset Valuation in Land Acquisition Compensation*

3. Improving Resettlement Policies and Practice to Manage Impoverishment Risks

4. Reforming the Legal and Policy Framework for Land Acquisition to Manage Impoverishment Risks

* The Lincoln Institute of Land Policy, United States, funded this part of the research.

Currency Equivalent

US$1.00 = CNY8.10 (yuan)
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Executive Summary

xtensive land acquisition for public and private

purposes has enabled rapid urbanization and

industrialization in the People’s Republic of

China (PRC) but has, in turn, required the
involuntary resettlement of hundreds of thousands of
people over the past decade. Involuntary resettlement,
for many of those displaced, has exposed them to the
risk of impoverishment due to the loss of land and other
assets that adversely affects their ability to achieve
secure livelihoods and alternative employment. The
present land acquisition system was created during
the planned economy era and, thus, cannot meet the
demands of the current market economy. Three major
problems have emerged: first, the right to acquire
land has been exercised on a wide scale and in ways
that often disregard genuine public interests; second,
inappropriate valuation methodologies and other
problems have resulted in low levels of compensation to
those who lose assets as a result of land acquisition; and
finally, resettlement policies have failed to guarantee
farmers and other affected persons the necessary long-
term livelihood assistance. As a consequence, flawed
land acquisition policy and resettlement practice have
not only proved inefficient but have also exposed
farmers whose land has been expropriated to the
risk of impoverishment. Therefore, it is imperative
that the Government adopts rational and effective
measures to resettle, compensate, and assist displaced
farmers in a way that ensures they are protected from
impoverishment risks and have the necessary assets
and resources to build sustainable livelihoods.

This report was prepared on the basis of existing
research, pilot project experience, and an examination
of other countries’ progressive concepts and practices
in the management of impoverishment resulting
from displacement and involuntary resettlement. The
authors of the report conducted detailed studies on (i)
the extent and scope of land expropriation in the PRC;
(ii) national and international resettlement policies and
procedures; and (iii) the risk management of poverty.
Several recommendations are presented on the risk

management of land acquisition and resettlement,
which can serve as the foundation for legislation,
including the revision of the Land Administration Law
and the drafting of Land Acquisition Regulations. The
main content of the report is as follows:

(i) Studies on the implementation of land
acquisition: giving the theoretical definition
of “public interests”, in comparison with other
countries’ definition of the concept, offering
three reform plans for the implementation
of land acquisition and relevant policies, and
providing references for the compilation of
land acquisition literature.

(ii) Studies on the valuation methods for land
acquisition compensation, putting forward
some fundamental principles on land acquisi-
tion compensation in light of the PRC’s land
ownership system, land-property relationship,
socioeconomic development; and taking into
consideration factors, such as land market,
land supply and demand, and land location,
when calculating compensation based on
investigations and analyses on the compensa-
tion scheme in cities; and testing and compar-
ing the four kinds of valuation methods.

(iii) Studies on the resettlement policies and risk
management of poverty: through analysis of
existing policy measures, the Government’s
role has been clarified in the resettlement
of displaced farmers, especially in the
improvement of their housing conditions, job
training, preferential employment policies, and
relevant social security coverage; the various
risks facing displaced farmers have been
systematically analyzed; recommendations
on the risk management of displaced farmers
have been made for the reference of national
legislation in light of the relevant experience
of the Asian Development Bank and the World
Bank, as well as specific studies.






l. Introduction

A. Background

n the People’s Republic of China (PRC), many pro-
jectsinvolving “involuntary resettlement” generally
cause negative socioeconomic and environmental
impacts on the resettled population.

Involuntary resettlement has created three main
clusters of negative impacts felt by both those who are
displaced and resettled, and on society more generally.
They are as follows: (i) negative socioeconomic impacts
on those who lose their lands and other fixed assets
during acquisition of land; (ii) negative impacts caused
by the change of use of acquired land; and (iii) income
loss due to restrictions imposed upon the access to
acquired land or to other fixed assets associated with
the land.

These negative socioeconomic effects upon soci-
ety can be observed among resettled populations and
others who have lost part of their land and other assets
as a result of land acquisition. These impacts have been
usefully grouped together by Professor Michael Cernea
in terms of losses that have the potential to cause impov-
erishment and the bases for livelihood restoration. For
the purposes of this study, four of these risks—land-
lessness, joblessness, homelessness, and marginaliza-
tion from mainstream social and economic develop-
ment—have been considered. Essentially, these people
lose access to and control over various forms of capital
(social, economic and financial, physical, human, and
cultural capital) that are vital in securing individual,
household, and community livelihoods. Therefore,
involuntary resettlement exposes affected populations
to impoverishment risks, unless appropriate measures
to avoid them are implemented as part of the project
and are included in relevant policies. The elimination—
or at least the minimizing—of such risks is certainly a
difficult and complex process which requires a strategy
that encompasses political will; an appropriate legal
land policy framework; and national commitment to

implement comprehensive compensation, resettlement,
and rehabilitation programs over a long period of time.

B. Objectives

To support countries to improve their resettlement poli-
cy, and to address and minimize the risks of impoverish-
ment caused by resettlement and asset loss as a result of
construction and other projects, the Asian Development
Bank (ADB) initiated the Regional Technical Assistance
(RETA) (RETA 6091) to conduct research in Cambodia,
the People’s Republic of China (PRC), and India to com-
plement country-specific initiatives and provide a wider
range of approaches to improve resettlement.

C. Contents

The main contents of this Country Report include first,
a review of the policy framework, laws, and regulations
on land acquisition in relevant countries in order to pro-
vide important background for PRC-based research that
seeks to identify and propose measures addressing the
risks of impoverishment associated with land acquisi-
tion and resettlement. Second, the study examines the
compensation standards for land and other assets that
are acquired, including principles to determine the com-
pensation standard, valuation methods, and manner of
payment. Third, the report considers the measures that
may be adopted for affected persons (APs) to restore
their original living standards and longer-term liveli-
hoods, including recommendations around the formu-
lation and implementation of resettlement action plans
and income restoration measures, and relevant finan-
cial and institutional guarantees. And finally, the report
identifies the main management practices associated
with land acquisition, involuntary resettlement, and
associated impoverishment risks. More detailed field
studies of resettlement impacts are required to identify
specific problems.



Il. The Research Design

ntroduction. The Ministry of Land and Resources
(MLR) attaches great importance to research on
the PRC’s land acquisition system and the potential
for further reform. MLR has already undertaken
relevant theoretical studies and on-site investigations
since the establishment of the working team for land
acquisition system reform in 1999. These studies are
relevant to this present report and they include

(i) Studies and investigations on improving the
PRC’s land acquisition system cosponsored
by the leading group on rural affairs of the
central Government and the MLR (2002).

(i) The reform of the land acquisition system has
entered the agenda of the MLR (2002).

(iii) The land acquisition system reform studies by
China Social Science Fund (2003).

(iv) The legal economic analysis and studies on
the PRC’s land acquisition system by China
Natural Science Fund (2004).

This research has provided a theoretical
foundation for the resolution of the major problems
in designing the land acquisition system. In addition,
MLR has carried out pilot reform in 19 provinces and
regions across the country in a bid to gain practical
experience on the reform process.

ADB is particularly interested in the PRC’s land
acquisition reform and has conducted a series of its
own studies on population movement and involuntary
resettlement in the PRC, among which RETA 6091 has
offered a general framework for our program.!

Regional Technical Assistance (RETA) 5781 reviewed the resettlement policy

and practices at that time in the People’s Republic of China (PRC) and identified
several gaps in the policy and procedures recommended for strengthening various
institutions, formulation of a resettlement policy, and amendments to the existing
laws and regulations. RETA 5935 was the follow-up of the activities carried out under
RETA 5781 and its outputs included the following:
(i) Study on legal principles and framework for national involuntary resettlement; (ii)
Study on reformation of rural land institutions and strategy of rural poverty reduction
in the PRG; (iii) PRC resettlement plan and implementation guidelines; and (iv) PRC
resettlement plan and capacity building.

A. Methodology for RETA 6091

1. Literature Collection and Analysis

On 1 March 2005, ADB and the China Land Surveying
and Planning Institute (CLSPI) held a meeting in Beijing
to initiate the RETA project and prepare a work plan.
Research for the RETA 6091 was implemented formally
in the PRC and within 2 months, the study team had
drawn together an extensive collection of relevant
literature that included

(i) Current national laws, rules, sub-decrees,
regulations, and documents concerning land
acquisition, including the Constitution of the
PRC, Land Administration Law of the PRC,
Implementation Regulations of Land Adminis-
tration Law of the PRC, Decisions of the State
Council Concerning Deepening of Strict Land
Administration, Measures for Announcement
for Land Acquisition, Regulations on Hear-
ings Relating to State-owned Land.

(ii) Policy documents issued by sub-ministerial
people’s governments at the provincial level,
specifically: Notice of Jiangsu Province on
Carrying Out Land Acquisition Resettlement
Properly and Safeguarding the Farmers’
Legal Rights and Interests (Suzhengfa, 2002,
No.118); Notice of Zhejiang Province on
Enhancing and Improving Land Acquisition
(Zhezhengfa, 2002, No. 27); Guiding Opinions
on Establishing a Basic Living Guarantee
System for Land-loss Farmers (Zhezhengfa,
2003, No. 26); Regulations of Shanghai
on Compensation for Relocated Houses in
the Acquisition of Collectively-owned Land
(Hufufa, 2002, No. 13); Measures of Beijing
on Compensation and Resettlement for Land
Acquisition for Construction (Circular No.148
of the People’s Government of Beijing); and



Tentative Measures of Nanjing on Basic Living
Guarantee for Land-loss Farmers.

(iii) Reports drawn from initiatives in 19 pilot
cities, and survey reports from a selection
of these cities. The pilot cities included
Jiaxing and Wenzhou of Zhejiang Province;
Guangzhou, Foshan, and Shunde of
Guangdong Province; Nanjing and Suzhou
of Jiangsu Province; Fuzhou and Xiamen of
Fujian Province; Qingpu District of Shanghai;
Shijiazhuang of Hebei Province; Shenyang
of Liaoning Province; Chengdu of Sichuan
Province; Tongzhou District of Beijing;
Luoyang and Xinxiang of Henan Province;
Suihua of Heilongjiang Province; Ma’anshan
of Anhui Province; and Nanning of Guangxi
Autonomous Region.

(iv) Study reports, survey reports, and expert
interview records of the land acquisition
system reform study team of MLR in recent
years. Some outputs can be seen in published
form in Researching the Land Acquisition Issue,
Exploring the Reform Road (Volumes I and II)
(China Mother Earth Publishing House, 2001,
2003).

(v) Academic articles produced by domestic
experts on land acquisition and reform, which
are published in domestically important
periodicals, such as China Land and China
Land Science.

(vi) Resettlement Plans, Monitoring and Evalua-
tion Reports from ADB projects in the PRC.

(vii) International academic articles.

(viii) Material on land acquisition and resettle-
ment processes operating in other coun-
tries and regions, for example, Australia,
Canada, France, Germany, India, Sri Lanka,
Turkey, United Kingdom, United States, and
Viet Nam.

The literature relating to the relevant laws in
India, Viet Nam, and other countries also proved
particularly helpful to the study team.

2. Field Surveys and Data Analysis

After a systematic review of the collected literature,
three study teams carried out field surveys from May
to June 2005 in order to examine further some of the
findings and conclusions in the literature. The study

The Research Design 3

team, which was assigned to conduct research on the
extent and scope of the right to land acquisition in the
PRC proposed three initiatives to define the parameters
and limits of existing State land acquisition legislation,
and conducted and compiled a survey of land
acquisition types in the previous 5 years in Shaoxing in
Zhejiang Province and Zhenjiang in Jiangsu Province.
This research, carried out in June 2005, also assessed,
analyzed, and evaluated the proposed initiatives.

The study team that was concerned with
examining current valuation methods and compensation
standards where land acquisition occurred, developed
detailed field survey plans, and carried out field
surveys in Nanjing, Ningbo, Wuhan, and Shijiazhuang
in May and June 2005. The survey focused on 103
land acquisition cases occurring between 1999 and
2004 in the research areas, which related to land for
the use of business, residence, industry, infrastructure
construction, school, government agencies, among
other uses. A questionnaire survey concerning the
current land acquisition compensation standards, the
manner of compensation, and asset valuation methods
for compensation was administered. The survey was
conducted mostly by means of a symposium and
interviews. Participants in the study included officials
in local authorities of land and resources departments,
and other relevant government departments, land
acquisition-implementing personnel, land users,
experts in nongovernment organizations (NGOs), and
land-loss farmer collectives and individual farmers.
More than 20 symposia were held in four cities and
284 questionnaires were completed. Information from
the surveys provided basic data for the remainder of the
research and was used in the assessment of valuation
methods for land acquisition compensation.

Another study team conducted research on
rehabilitation policies and measures for land acquisition,
and also on existing measures for the management of
impoverishment risks arising out of land acquisition
and involuntary resettlement. First, the study team
analyzed the results of a research conducted by
the Ministry of Labor and Social Security in 2004
concerning employment training and social security
systems for land-loss farmers. Considerable efforts
were made in conducting a survey across the country,
and nearly 50,000 questionnaires were distributed.
The survey data enabled the study team to understand
more clearly the living and employment conditions of
land-loss farmers after land acquisition had occurred,
and the associated risks of impoverishment.
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3. National Workshop

Research on land acquisition system reform has been
conducted for nearly 7 years in the PRC, and has
generated extensive literature; a wide range of views
have been aired and discussed. At the same time, MLR
has committed to research and development work in
land acquisition reform in recent years and has gained
valuable policy reform experience and knowledge
about practical outcomes. All experts participating
in the long-term research effort in the PRC have also
participated in the research of RETA 6091, which
has facilitated greatly the conduct of the research
for the present study, and facilitated dialogue among
recognized Chinese experts in the field.

During the 5-month research period, particular
importance was attached to group discussions among
the project team members, including during the start-up
meeting, interim reviews, and in subject area meetings.
The workshop on the PRC’s Capacity Building of Risk
Management of Land Acquisition Resettlement, held in
Beijing in August 2005, was a great success. Views and
suggestions of experts from ADB provided important
guidance for the work of the project team. Experts from
the PRC’s Ministry of Finance, Ministry of Construction,
Ministry of Water Resources, Three Gorges Commission
of State Council, All-China Women’s Federation, and
other relevant research institutions also provided their
insights at the forum. Members of the expert study
teams held more than 10 study meetings in the course of
the research. The views generated from these meetings
have been fully presented in this country report and in
the four thematic reports that are part of this RETA.

4., Report Writing

Each of the project study teams wrote their draft
thematic reports at the end of June, including reports on
the scope of land acquisition rights, valuation methods
for land acquisition compensation, improving policy
and practice in land acquisition, and improving the

legal and policy framework to manage impoverishment
risks. In addition, further reports provided commentary
on existing laws and regulations on resettlement
following land acquisition. The thematic reports reflect
each study team’s analysis of the results of the survey
data, as well as the main conclusions generated in the
course of their research. The report on “Asset Valuation
in Land Acquisition Compensation” was written based
on subreports from Nanjing, Ningbo, Wuhan, and
Shijiazhuang. The report, “Scope of Land Expropriation
Rights” draws together the literature that was collected
for the study. However, some lengthy materials have
not been included in the report.

The country report was written based on the
conclusions of each study team within the time limit
specified in the working schedule for the project. The
report has been revised on the basis of feedback received
at the national workshop held on 16-17 August 2005.

According to the PRC’s laws and regulations, land
acquisition refers to turning the collective ownership
of land into State ownership, excluding demolishing
and reconstruction in cities.> Therefore, in Chinese
laws and regulations, “involuntary resettlement” is
referred to by the phrase “land-loss farmers”, and so
for convenience of expression, the latter phrase is used
in the reports.

* Under the present laws in the PRC, land in urban districts shall be owned by the

State. When houses on state-owned land are demolished, the rights of land use
will be taken back which is not “land acquisition”. The Ministry of Construction
of the PRC takes responsibility for administering the affairs on land expropriation
and compensation on state-owned land. Therefore, this report only relates to land
acquisition and compensation on collectively owned land.



lll. Current Laws, Reqgulations,
and Policies Concerning Land
Acquisition and Resettlement

in the PRC

A. Current Laws, Regulations, and Policies
on Land Acquisition and Resettlement

he PRC’s present land acquisition system has

basically established a legal framework based

on the Land Administration Law (LAL) and

on its implementation regulations, as well
as the Decision of the State Council on Deepening
the Reform of Strict Land Administration issued in
October 2004. The research that informs this study is
mainly concerned with the enforcement scope and the
valuation methods of land acquisition compensation,
and resettlement policies. Therefore, this section will
review current laws and regulations and policies from
the above three perspectives.

B. Legal Basis for Land Acquisition

Article 10 of the Constitution of the PRC states that
land in the cities is owned by the State, while land in
the rural and suburban areas is owned by collectives,
except for those portions that belong to the State in
accordance with the law. Collectives also own house
sites and private plots of cropland and hilly land. The
State may, in the “public interest”, lawfully expropriate
land by paying compensation to collectives.

Relevant Provisions in the Land Administra-
tion Law of the PRC. Article 2: The PRC practices
socialist public ownership of land, namely, ownership
by the whole people and collective ownership by the
working people. There are further provisions concern-
ing land acquisition, for example, Article 2: The State
may, in the public interest, lawfully expropriate land by
paying compensation. Article 43: All units and individ-
uals that need land for construction purposes shall, in
accordance with law, apply for the use of state-owned

land, with the exception of the ones that have lawfully
obtained approval for using the land owned by peasant
collectives of their own collective economic organiza-
tions to build townships or town enterprises or to build
houses for villagers and the ones that have lawfully
obtained approval for using the land owned by peas-
ant collectives to build public utilities or public welfare
undertakings of a township (town) or village.

The state-owned land mentioned in the preceding
paragraph includes land owned by the State and land
originally owned by peasant collectives but subsequently
expropriated by the State.

C. Compensation Principles and Standards
for Land Acquisition

Principles for compensation resettlement. Subject to
Article 47 of the LAL of the PRC, land expropriation
should be compensated for based on its original
purpose of use.

1. Compensation Matters

Subject to Article 47 of the LAL of the PRC, compen-
sation for expropriated cultivated land should include
compensation for land, resettlement subsidies, com-
pensation for attachments on acquisitioned land, and
compensation for young crops on the expropriated
land. To explain these provisions further

(i)  Compensation for land: means compensation
for losses of investment in and proceeds from
land caused by the State’s land acquisition
against the “landowners”. “Landowners” are
the object of compensation.

(i) Resettlement subsidies: means compensation
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(iii)

@iv)

W)

for land-loss farmers who are disadvantaged
because of the State’s acquisition of farmers’
collective land where those farmers rely on
land for their main productive means and
income source.

Compensation for young crops: means a lump-
sum payment for losses of crops grown on
the acquired land, such as paddy rice, wheat,
corn, potato, and vegetables, as a result of
land acquisition.

Compensation for attachments on the acquisi-
tioned land: means fees for relocation and res-
toration of various buildings and structures on
the acquisitioned land, such as houses, wells,
roads, pipelines, and aqueducts, as well as
compensation or felling charges for forest on
the acquisitioned land.

Other compensation: means compensation
other than the compensation for land, reset-
tlement subsidies, compensation for attach-
ments on the acquisitioned land, and compen-
sation for young crops, namely, compensation
paid for losses on other aspects caused by land
acquisition against the affected units and
farmers, such as water conservancy facilities
restoration charges, charges for loss of work-
ing time, relocation charges, and infrastruc-
ture restoration charges.

2, Compensation Standards

@

(i)

The standards for compensation for
expropriation of cultivated land are set out
in paragraph 2 of Article 47 of the LAL of
the PRC, where it states that compensation
for expropriation of cultivated land should
be 6-10 times the average annual output
value of the expropriated land for the 3 years
preceding such expropriation.

The standards for resettlement subsidies for
expropriation of cultivated land are outlined
in paragraph 2 of Article 47 of the LAL of
the PRC, where it states that the standard
resettlement subsidies to be divided among
members of the agricultural population of
a collective needing resettlement should be
4-6 times the average annual output value
of the expropriated cultivated land for the 3
years preceding such expropriation. However,
the highest resettlement subsidies for each

(iii)

(iv)

hectare of the expropriated cultivated land
should not exceed 15 times its average annual
output value for the 3 years preceding such
expropriation.

The standards for compensation for attach-
ments and young crops on the expropriation
land can be found in paragraph 4 of Article
47 of the LAL of the PRC, and states that
compensation for attachments and young
crops on the expropriated land should be pre-
scribed by provinces, autonomous regions,
and municipalities directly under the central
Government. Provinces, autonomous regions,
and municipalities have developed their own
regulations on the standards for compensa-
tion for attachments and young crops on
the acquisitioned land when developing the
implementation measures of the LAL of the
PRC.

Standards for land compensation and
resettlement subsidies for expropriation of
other types of land are subject to paragraph
3 of Article 47 of the LAL of the PRC, which
states that standards of land compensation
and resettlement subsidies for expropriation
of other types of land should be prescribed
by provinces, autonomous regions, and
municipalities directly under the central
Government by reference to the standards
of compensation and resettlement subsidies
for expropriation of cultivated land.
Generally, provinces, autonomous regions,
and municipalities have developed their
own regulations on the standards for land
compensation and resettlement subsidies for
expropriation of other types of land through
developing the implementation measures of
the LAL of the PRC in consideration of local,
actual conditions and within the extent stated
by law. But these standards are all lower than
the compensation standard for cultivated
land. For example, the Land Administration
Regulations of Hebei Province states that

“...compensation for expropriation of land
other than cultivated land should be 5-8
times the average annual output value of the
expropriated land in the village (town) for
the 3 years preceding such expropriation.
Compensation for expropriation of unutilized
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land should be 4-5 times the average annual
output value of the expropriated land in the
village (town) for the 3 years preceding such
expropriation.”

It is stated in Decision No. 28 of the State Coun-
cil on Deepening the Reform of Strict Land Adminis-
tration issued in October 2004 that land acquisition
compensation measures should be improved. In accor-
dance with provisions of current law, if land compen-
sation and resettlement subsidies paid in accordance
with the provisions of current law are still insufficient®
to help the land loss farmers to maintain their origi-
nal living standards, the resettlement subsidies may be
increased upon approval by the people’s governments
of provinces, autonomous regions, and municipalities
directly under the central Government. If the total of
the land compensation and resettlement subsidies are
still insufficient to help the land-loss farmers to main-
tain original living standards when reaching the legal
upper limit, the local people’s governments may pay
subsidies with income received from compensated use
of state-owned land.*

3. Objects of Land Acquisition Compensation

Subject to provisions of law, different types of
land acquisition compensation should be paid in full to
the affected people.

(i) Ifthelandis owned by the rural collective eco-
nomic organization, compensation should be
paid to the rural collective economic organi-
zation from which land is acquisitioned. If the
land expropriated belongs to the rural collec-
tives, the compensation should be managed
by the rural collective economic organization
of the village or the villagers’ committee. If the
land expropriated belongs to the joint collec-
tives of two or more rural collective economic
organizations, the respective rural collective
economic organizations or villager groups
should manage the compensation. If the land
expropriated belongs to township collectives,

In most conditions land compensation and resettlement subsidies should be paid
in accordance with the local social security standard for urban population. This is
one way to determine whether the land compensation and resettlement subsidies are
sufficient or not.

After the Decision was issued, all of the provinces, autonomous regions, and
municipalities directly under the central Government have developed their own
regulations in accordance with the local conditions to guarantee the implementation
of the Decision.

the compensation should be managed by the
township collective economic organizations.

(ii) Resettlement subsidies are for specific use to
provide for the land-loss farmers’ production
and living. The resettlement subsidies should
go to the rural collective economic organi-
zation if the organization is in charge of the
resettlement arrangement, e.g. land adjust-
ment. If other entities are in charge of this
then the resettlement subsidies should go to
them. In the absence of a unified resettle-
ment arrangement, the subsidies should go to
the land-loss farmers or be used to pay their
social insurance, if they consent.

(iii) Compensation for attachments and young
crops on the acquisitioned land should be
paid to owners of attachments and young
crops on the acquisitioned land.

4, Payment of Land Acquisition Compensation

Subject to Article 25 of the Implementation Regulations
of the LAL of the PRC, land acquisition compensation
should be paid fully within 3 months from the date
of approval of the land acquisition and resettlement
programs.®

D. Resettlement Policy for Land-Loss
Farmers

1. Overall Principle for Resettlement of Land
Loss Farmers

Subject to Article 47 of the LAL of the PRC, an overall
requirement for resettlement of land-loss farmers is

Subject to the Land Administration Law (LAL) of the PRC: embezzling or diverting

the use of land compensation fees and other relevant expenses of the units whose
land is expropriated, criminal responsibilities shall be affixed whereas the case
constitutes the crime and administrative punishments shall be meted out whereas the
case is not serious enough to constitute a crime. It is stated in Provisional Measures
on Administrative Punishments for Behaviors against Land Administration Law,
issued in March 2005, that administrative punishments shall be given to persons
in charge and persons directly responsible when the units they serve in embezzle or
divert the use of land compensation fees and other relevant expenses of the units
whose land is expropriated: (i) Embezzling or diverting the use of money less than
yuan (CNY)100,000 and causing heavy loss—administrative punishments, such as
warning, or demerit record, or heavy demerit record, will be given; (ii) Embezzling or
diverting the use of money more than CNY100,000 and less than CNY500,000—
administrative punishments, such as demotion or demission will be given; (iii)
Embezzling or diverting the use of money more than CNY500,000—administrative
punishments will be given. In addition, the Ministry of Land and Resources (MLR)
has established a feedback system for land acquisition since 2002. That means after
the land acquisition plans have been approved, land administrative departments of all
provinces should report back about the payment of compensation for requisitioned
land and resettlement, the resettlement of affected farmers to MLR at every end of
year. MLR will make sample examination based on their reports and announce the
results of the sample examination.
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to enable the farmers needing resettlement to restore
their original living standards.

The Decision of the State Council on Deepening
the Reform of Strict Land Administration issued in
October 2004 requires that land-loss farmers should be
resettled properly, i.e., compensation and resettlement
subsidies should not only enable the land loss farmers
to restore their original living standards but also
guarantee their longer-term livelihoods.

2. Manner of Resettlement

Subject to Article 47 of the LAL of the PRC, the main
manner of resettlement now is to allocate a part
of charges (resettlement subsidies) from the land
acquisition compensation to be specially used for
the production and living of land-loss farmers, the
standard for which is 4-6 times the average annual
output value of the expropriated cultivated land for
the 3 years preceding such expropriation. This type of
resettlement is called “money or cash resettlement”.
Generally, resettlement subsidies are paid to land loss
farmers.

In addition, Article 50 of the LAL states that local
people’s government at all levels should support the
rural collective economic organizations, the land of
which is expropriated, and the farmers in their efforts
to engage in development, other business operations,
or to start enterprises.

Decision No. 28 of the State Council on Deepening
the Reform of Strict Land Administration issued in
October 2004 states that (i) within the planned area
of a city, the local people’s government should include
landless farmers as a result of land acquisition in the
urban and town employment system and established
social security system; and (ii) outside the planned area,
when collectively-owned land is taken, the local people’s
government should reserve necessary cultivated land
for the farmers or provide corresponding jobs to them
within its administrative area; those landless farmers
where local provision does not meet basic productive
and living conditions, as set out under Article 47,
should be resettled in different area(s). Decision 28
does not specify where such areas might be.

MLR issued the companion document Guiding
Opinions on Improving the Land Acquisition Resettle-
ment System of the Decision of the State Council on
Deepening the Reform of Strict Land Administration at
the end of 2004. It further clarifies the ways and means
of resettlement for land-loss farmers due to land acqui-

sition, including resettlement through agricultural pro-
duction, resettlement through new jobs, resettlement
through share holding and dividend distribution, and
resettlement through relocation in other places.

E. Procedures for Land Acquisition

1. Declaration of Land Acquisition

In Articles 20 and 23 of Implementation Regulations
of LAL of the PRC, the declaration of land
acquisition expressly specifies detailed procedures. First,
a survey on land acquisition conditions is carried out.
The people’s government of cities and counties shall, in
accordance with the needs of urban development, or
after the prospective land users file a petition for use
of land, local land administration departments, carry
out a field survey in the village or unit of which land is
under acquisition in respect of agricultural population,
per-capita arable land, annual output value, land area,
land type, and land ownership of the village or unit
affected.

Second, the drafting of a land acquisition
program. A land acquisition program is the basis for
the Government to approve land acquisition and carry
out land acquisition compensation and resettlement.
Land administration departments of the people’s
governments of cities and counties should draft the
land acquisition program based upon a comprehensive
survey of the prospective site. The land acquisition
program should state the agency approving the
expropriation of the collectively-owned land, the
name and purpose of land use, the exact position of
the expropriated land in its neighborhood, the entity
owning the land, and the land area.

Third, reporting to the people’s governments
at the provincial level or the State Council. Land
administration departments of the people’s governments
of cities and counties submit the land acquisition
program and other materials necessary for approval
to the land administration departments of the people’s
governments of the people’s of cities (prefectures) for
checking. If the materials are eligible and complete,
they can be reported to the people’s governments at
the provincial level or the State Council for approval.

The Decision of the State Council on Deepening
the Reform of Strict Land Administration issued
in October 2004 expressly requires that before
land acquisition is formally approved according to
the law, local land resource departments should
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inform the affected farmers of the purpose, location,
compensation standard, and resettlement channels for
the land to be acquisitioned. The field survey results
are subject to confirmation by the rural collective
economic organizations and farmers affected. If
deemed necessary,® land resource departments should
organize a hearing. The Government requires that
relevant materials be provided to affected farmers for
the purposes of the hearing before land acquisition can
be formally approved.

2. Examination and Approval of Land Acquisition

Land acquisition should be examined and approved
by the State Council of people’s governments at the
provincial level. The approval authority is expressly
stated in Article 45 of the LAL of the PRC.

(i) Approval authority of the State Council.
Approval should be obtained from the State
Council for expropriation of the following land:
basic farmland;” cultivated land, not included
in basic farmland that exceeds 35 hectares
(ha); and other land exceeding 70 ha.
Approval authority of the people’s govern-
ments at the provincial level (smaller hold-
ings). Expropriation of land other than that
provided for in the preceding paragraph
should be subject to approval of the people’s
governments at the provincial level. Specific
approval authority of the people’s govern-
ments at the provincial level covers expro-
priation of cultivated land less than 35 ha
(excluding basic farmland) or expropriation
of other land less than 70 ha.

(i)

3. Implementation of Land Acquisition

Implementation procedures for land acquisition are
stated in Article 46 of the LAL of the PRC and Article 25
of Implementation Regulations of the LAL of the PRC,
including

(i) Announcement of land acquisition program.
Where land is to be expropriated by the State,

Rural collective economic organizations or affected farmers or other related persons
have great disputes on the purpose, location, and compensation standard of the
expropriated land and the resettlement channels.

In the land-use plans of the PRC, “basic farmland” is defined as good-quality
farmland that should be preserved. If basic farmland is converted to other uses, some
other farmland must be upgraded and designated as basic farmland to maintain the
amount of land for food security.

people’s governments of cities and counties
shall, after approval is obtained through legal
procedure, announce the expropriation. Units
and individuals that own or have the right
to the use of the land under expropriation
shall, within the time limit fixed in the
announcement, register for compensation
with the land administration department of
the local people’s government by presenting
their certificates of landownership or land-
use right.®
Formulation of land acquisition compen-
sation and resettlement programs.® Land
administration departments of the people’s
governments of cities and counties shall, based
upon the approved land acquisition program,
further verify the holders of landownership,
holders of the right to the use of land, as well
as attachments and young crops on the land
to formulate the programs for land acquisi-
tion compensation, personnel resettlement,
and relocation of attachments on land.

(iii) Announcement and implementation of land
acquisition compensation and resettlement
programs. Upon confirmation, land acqui-
sition compensation and resettlement
programs should be announced by the
relevant people’s government administra-
tion. Opinions of the affected rural collective
economic organizations and farmers should
be solicited® to revise the land acquisition
compensation and resettlement programs.
Relevant payment should be made to the
affected rural collective economic organiza-
tions and farmers. Program for resettlement
of people and relocation of attachments on
land should be confirmed.

(ii)

Presently, the system of “two announcements and one registration” (announcement
of the expropriation plan, announcement of the compensation and resettlement
plan, registration for compensation subsidies) has already started to function in real
life. In the PRC, a lot of rural land has not been registered for ownership, but few
disputes arise over those nonregistered lands. When disputes arise over nonregistered
lands, they should first be solved in accordance with present laws. Then registration
for compensation of nonregistered land can be made according to the results of the
solution offered.

According to Implementation Regulations of Land Administration Law of the PRC, after
the announcement of the land acquisition plan, land administrative departments
of people’s governments of cities or counties should prepare compensation and
resettlement plans according to the approved land acquisition plan together with
related departments and then declare it. Compensation and resettlement plans
approved by the people’s governments of cities or counties will be carried out by the
land administrative departments of people’s governments of cities or counties.
Opinions of affected rural collective economic organizations and farmers should be
solicited each time before carrying out land compensation and resettlement plan in
order to make adjustment in details of the plan.



10 Capacity Building for Resettlement Risk Management: People’s Republic of China Country Report

Articles9-11 of the Guidance on the Compensation
for Expropriation of Land and Resettlement (2004) by
MLR have specified the implementation procedure of
the notification of the expropriation plan, confirmation
of investigation result, and the organization of public
hearing on the issue (Figure 1).

F. OtherProvisions

Specific provisions on land acquisition announce-
ment. To regularize implementation by the people’s
governments after the land acquisition program is
approved, the form, content, time, and place of land
acquisition are specifically stated in Circular No. 10 of
MLR.

Specific provisions for hearings on land
acquisition compensation and resettlement. In
the process of land acquisition implementation, land-
loss farmers may apply for a hearing according to
law if they have any objection to the land acquisition
compensation and resettlement programs. Articles 19
and 20 of No. 22 Circular of MLR of the PRC Provisions
on Hearing for Land Resource) state that before the
land acquisition is approved according to law, land
administration departments should inform, in writing,
the parties concerned that they have rights to require to
hold a hearing. If a party requires a hearing, it should
be organized.

Regulations on the supervision of land
expropriation. Notice of MLR on Strengthening
the Administration of Land Expropriation, Decision
of the State Council on Deepening the Reform of
Strict Land Administration (No. 28, 2004), and the

Guiding Opinions on Improving the Land Acquisition
Resettlement System by MLR at the end of 2004, all
three documents have specified the supervision and
regulation of the implementation process.

Regulations on the punishment for violation
during the expropriation process. The Criminal Law
of the PRC and the LAL of the PRC have both specified
punishment for any violations during the expropriation
process.

Summary. These laws and regulations have pro-
vided for the smooth implementation of land expro-
priation. However, they are not flawless, as manifested
in the following three aspects:

(i) The scope and identification standard of
“public interests” are not clearly defined in
these laws and regulations, which might lead
to the misuse of the land acquisition right.

(ii) The compensation subsidies under the
current valuation methods cannot guarantee
the living standards of the land-loss farmers.

(iii) The current regulations on the resettlement
of land-loss farmers are quite general without
clear and feasible provisions on the objective
and principle of resettlement arrangements.
In particular, questions, such as the estimation
of the original living standard of the land-loss
farmers, are rarely adequately clarified.

Therefore, these problems should be taken into
consideration during future revision of land acquisition
laws.
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Figure 1: Land Acquisition Procedures
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IV. Policy Innovation and Practices
in the PRC’s Risk Management
of Land Acquisition Resettlement

ntroduction. Along with the PRC’s rapid socio-

economic development, the problems involved

with land acquisition have become ever more

prominent with wide implications for program
management and social stability. To address these
problems, governments at all levels have been
exploring new approaches to land acquisition within
the framework of the current legal system and have
gained some practical experience that can serve as an
important reference point for decision making on new
types of land acquisition systems and the revision of
relevant laws.

A. Policy Innovation at the National Level

In light of the flaws in the land expropriation system,
such as low levels of compensation, incomplete
implementation of resettlement arrangements and
“irrational” procedures, and additional problems
created by these identifiable weaknesses in the system,
the State Council and MLR have been trying to improve
land expropriation and reduce negative impacts on
affected populations and society more widely.

1. Improving Laws and Regulations

Since 1999, MLR has attached great importance to
improving laws and regulations in a bid to strengthen the
administration of land acquisition.!! A series of standard
documents and policy measures have been issued to
improve the current land acquisition system, such as the
Notice of MLR on Strengthening the Administration of

"' In the PRC, local governments implement land acquisition. MLR issued a series of
department regulations and documents to regulate implementation of land acquisition
by local governments and prevent them from encroaching on farmers’ rights. It makes
sure legally that all of these regulations and documents meet embodiment demand on
the current laws.

Land Expropriation (No. 180, 1999, MLRs); Measures
on Land Acquisition (No.10, 2001, MLRs); Circular
on the Enhancing Land Acquisition Compensation
and Resettlement (No. 358, 2001, MLRs); Circular on
Safeguarding the Legitimate Rights and Interests of the
Land-loss Farmers (No. 225, 2002, MLRs); Circular on
Further Measures to Strengthen the Protection of Farm
Land (No. 388, 2003, MLRs); Regulations on Public
Hearing of State Land and Resources; etc., requiring
various administrative agencies of land and resources
to clearly understand the importance of the land
acquisition task, and conscientiously fulfill their duties
by tightening supervision of the compensation and
resettlement process, following closely the progress
of land acquisition after approving it in order to
ensure the complete implementation of relevant laws
and regulations. In the meantime, efforts should also
be made to explore innovative solutions to the land
acquisition problem and severely punish violators and,
in this way, land use for the PRC’s national development
can be guaranteed and also the legitimate rights and
interests of land-loss farmers.

2. Enhancing Inspection of Land Acquisition
Implementation

In recent years, MLR has organized follow-up inspec-
tion of land acquisition implementation annually by
an inspection team made up of administrative officials
and research personnel. During their inspection, the
team reviews materials of declaration for approval,
compensation and resettlement plan; does on-site
investigation; and visits land-loss farmers to follow
the implementation process and correct the delayed
payment of compensation. In this way, local govern-
ment’s awareness of administration by law has been
greatly enhanced and the farmers’ right to land has
been safeguarded.
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3. Long-Term Perspective to Reform System

While strengthening administration of land expropria-
tion and fully implementing existing laws and regula-
tions, MLR takes a long-term perspective in exploring
reform measures in an effort to find the root causes of
the current problems.

In 1999, MLR formally established the task team
on the Studies of Land Expropriation Reform and made
the team responsible for relevant theoretical studies and
on-site investigation. The team has been conscientiously
conducting research at the service of national decision
making. In 2000, the team was incorporated into the
MLR soft science research program. In 2002, the lead-
ing group on rural affairs from the central Government
and MLR jointly launched research on improving the
land expropriation system, and in the same year, land
expropriation reform was put on the major research
agenda. The research programs have provided the theo-
retical basis for overcoming the problems in designing
the land expropriation system. Meanwhile, since 2001,
MLR has launched pilot reform programs in 19 cities.

To resolve the problems that have arisen in
land expropriation in the PRC, the key is to resolutely
reform the inequitable and cumbersome!? parts of the
prevailing land expropriation system, and to develop a
new land expropriation system consistent with social-
market approaches toward economic development and
also consistent with the current situation in the PRC.
Ever since 2003, the Leading Group Office of Central
Rural Work has taken the lead to organize relevant
departments in drafting central policy documents
related to the reform of the land expropriation system.
Reform pilot work of the land expropriation system
organized by MLR has also been further deepened; and
the drafting work of Land Expropriation and Acquisition
Rules, and the amending, counseling, and drafting work
of relevant articles of the Land Administrative Laws led
and organized by the Legislative Affairs Office of the
State Council are ongoing.

4. Improving the Prevailing Land
Expropriation System

In October 2004, the central Government issued the
Decision of the State Council on Deepening Reform and
Strengthening Land Administration, on the condition

'2 There are four problems in the PRC's current land expropriation system, namely, (i)

over-wide expropriation coverage, (ii) low compensation level, (iii) faulty resettlement
policy, and (iv) impractical expropriation procedure.

that no major amendments are made to the laws that
made important improvements on the prevailing land
expropriation system.

First, it requires higher compensation for land
expropriation. The decision points out that land
expropriation compensation and resettlement should
not only guarantee the restoration of original living
standards of the land-taken farmers, but also provide
them with security for their long-term livelihoods.
The measures on land expropriation compensation
should be revised. For those land-taken farmers who
have received land compensation and resettlement
subsidies—according to existing laws and regulations—
but who have received payments that are insufficient
to sustain their original living standards or insufficient
to pay for the social security costs resulting from land
acquisition, the people’s governments of the provinces,
autonomous regions, and municipalities should approve
increases in resettlement subsidies. When the aggregate
amount of the land compensation and resettlement
subsidies reaches the legal ceiling—and this still does
not ensure that land-taken farmers sustain their original
living standards—the local people’s governments may
use the revenue from the paid use of public land to
subsidize them.

Second, it puts forward more express policies
on resettlement approaches for land-taken farmers. It
states that in city planning, the local government should
integrate the land-taken farmers into the employment
and social security systems of cities and towns; outside
the planning, the Government should keep necessary
farmland or arrange appropriate jobs for land-taken
farmers in its jurisdiction during the acquisition; the
land-taken farmers without basic conditions for their
production and living should be relocated.

Third, it makes important supplements to land
expropriation procedures, especially to preapproval
procedures. For example, it requires that before land
expropriation is reported for approval according to
laws, the land-taken farmers should be advised about
the purpose and location of land to be expropriated,
compensation standards, and resettlement approaches.
Further, the land-taken rural collective economic
organizations and farmers should confirm the results
of survey on the status of land to be expropriated.
And if necessary, the land resources administrative
departments should organize hearings according to
relevant provisions and take relevant materials known
and confirmed by theland-taken farmersasthe necessary
materials for approval of land expropriation.
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B. Local Governments’Policy Measures
and Innovations

1. Provincial Government’s Policy Measures

In Jiangsu Province, efforts were made to upgrade the
standard for land expropriation. Over recent years,
with economic and social development and rising
living standards in Jiangsu Province, the original
standard for land expropriation compensation can no
longer meet the changing requirements. Therefore,
the provincial government has carried out measures
for land expropriation compensation and establishing
basic livelihood security pilot units for the land-
taken farmers, thus establishing the basic livelihood
security system for the land-taken farmers. The whole
province will be divided into four areas to carry out
the corresponding standards for land expropriation
compensation.

The compensation for land expropriation is 10
times the average output of the first 3 years before
the land is expropriated. The minimum standards for
the average annual output of the first 3 years since
the land is expropriated are CNY27,000; CNY24,000;
CNY21,000; and CNY18,000 per ha in the first, second,
third, and fourth areas, respectively.

Resettlement subsidies for land expropriations
are provided according to the number of land-taken
farmers. The total extent of expropriated land divided
by the area of land per head in rural collective economic
organizations before land expropriation determines the
number of land-taken farmers. The minimum standards
for resettlement subsidies per land-taken farmer are
CNY20,000; CNY17,000; CNY13,000; and CNY11,000
in four parts of the province, respectively. The method
of calculation has been improved to ensure a more
objective assessment of compensation, as well as to
reduce subjectivity.

In Zhejiang Province, there are attempts to
integrate subsidies into the social security system.
The Provincial Party Committee and the provincial
government have attached great importance to the
security issue concerning land-taken farmers. In
the first half of 2003, the provincial labor and social
security bureau and other government agencies jointly
promulgated Guidelines on the Establishment of Basic
Livelihood Security System for Land-taken Farmers
(for details, see Article II, second section of Part II,
Report IV), specifying the requirements in terms of
old-age pension, employment, medical care, minimum

allowances, and professional training. Other cities
are trying hard to map out ways to solve this issue. In
2004, the number of land-taken farmers insured totaled
520,000, including 390,000 insured for subsistence in
the province.

In addition, other provincial or municipal
governments in Shanghai, Chongqging, and Shandong
also have formulated relevant policies and measures
that have improved the level of compensation and
livelihoods.

2. Local Governments’ Policy Measures

Some local governments have made great efforts to
employ land-taken farmers and to establish their basic
livelihood security, greatly improving the affected
farmers’ living standards (Table 1).

C. Pilot Work for Reform of the Land
Expropriation and Resettlement System

Since 2001, MLR has initiated reform experiments
of the land expropriation system in 19 cities of 12
provinces (municipalities, or autonomous regions) in
the PRC, including Jiaxing and Wenzhou of Zhejiang;
Guangzhou, Foshan, and Shunde of Guangdong;
Nanjing and Suzhou of Jiangsu; Fuzhou and Xiamen
of Fujian; Qingpu District of Shanghai; Shijiazhuang
of Hebei; Shenyang of Liaoning; Chengdu of Sichuan;
Tongzhou District of Beijing; Luoyang and Xinxiang of
Henan; Suihua of Heilongjiang; Ma’anshan of Anhui;
and Nanning of Guangxi.

Pilot cities have actively embraced and conducted
experiments under the overall guidance of MLR for
the reform of the land expropriation system and, in
taking account of the practical situations within these
different regions, the results have provided models of
good practice for the improvement and reform of the
existing land expropriation system. Instances of good
practice in pilot localities are described in this section
of the report.

1. Reforms to Increase Compensation Standards

When assessing land expropriation compensation,
many localities (mainly cities) have gone beyond the
assessment methods specified in the prevailing laws
and instead have made a comprehensive analysis of
local conditions, economic development status, local
farmers’ living standards, and other factors to determine
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Table 1: Local Governments’ Resettlement Policy Measures

Localities

Measures

Hangzhou City in changes

Jiangsu Nanjing Jiangning Development

Zone, the Science Park, and Lukou the landless laborers

Ningbo of Zhejiang

Yushan District of Ma'anshan, Anhui
Liuyang Bio-medical Park

Zhuzhou Tianyuan (Economic

Development Zone)

Shangrao County of Jiangxi

- Advances the transition of employment modes for nonagricultural residents turned from agriculture
and gives priority to employment support
- Grants a 2-year unemployment security to facilitate a balanced transition of the landless laborers’job

Zhejiang province - Formulates a pension policy with “minimum-standard premiums and minimum-standard benefits”

- 30% of the lump unemployment insurance and pension premiums paid by the land-taken farmers
should be assumed by the municipal public finance

Setting up employment agencies, providing market-oriented employment services, and assistance for

Establishing a pension security risk fund system for land-taken persons

Establishing professional training center for farmers

Providing free job training

Issuing the Provisional Measures on Employment and Reemployment of the Landless Farmers in the
Planning Urban Area of Shangrao Country

Source: Matrix prepared by China Land Surveying and Planning Institute (CLSPI).

a relatively fixed measurement standard within a wider
area (for instance, taking a township or village as the
unit of analysis), rather than simply calculating on the
basis of average annual output of the land-loss farmers’
expropriated land for the preceding 3 years. Even when
assessing agricultural output as one of the factors in a
wider location analysis, at least it is a comprehensive
measure of average annual output based on conditions
for farmers generally in the local area.

Thus, location factors of the land under
consideration are taken into account when determining
land compensation and resettlement subsidy standards,
and differentiated by the acquisitioned land’s transport
links, distance to the local city, and grade of city.'® For
example, Suzhou divides location according to “urban
districts and county-level cities”, while Nanjing divides
according to “main urban areas, urban districts, and
five counties”—both of which directly exhibit location
conditions related to cities and to their grades.
Shunde and Foshan tried uniform standards for land
expropriation compensation and resettlement within
the scope of the whole city, as well as increasing their

13 The grade of city is decided by the economic indexes (including Gross Domestic

Product [GDP]), per capita income, consumption level, investment in real estate, and
growth rate). Grade A cities are provincial capitals and municipalities directly under
the central government, such as Shanghai, Shenzhen, Guangzhou, and so on. Grade B
refers to the economically developed cities, such as Shenyang, Changchun, etc. Grade
C refers to ordinary cities, such as Tangshan, Qinhuangdao, etc. Grade D refers to
relatively economically developed counties, such as Zhangjiagang, Kunshan, Jiangyin,
Yueqing, Yiwu, etc.

standards for land expropriation compensation. Early
in 2000, Shunde increased the standard for land
expropriation compensation by 47% in combination
with consideration of local market living requirements.
The municipal government also provided that it would
make corresponding adjustments on this standard
according to the retail price index for the last year
publicized by the price administrative department.
After beginning reform pilot work, the municipal
government expressly provided in relevant documents
that, if the land of the former administrative villages,
which have been changed to neighborhood committees,
was used for urban construction, the standard for land
expropriation compensation would move upwards
by 15% of the original basis. Foshan reassessed its
standards for land expropriation compensation by
reassessing the whole city’s land compensation fees
and resettlement subsidies. The new standard was 36%
more than before.

2.  Ways to Resettle Land-Taken Farmers

Good practice is to purchase pension insurance for land-
taken farmers, as represented by the social pension
insurance scheme initiated by Jiaxing of Zhejiang, and
a commercial pension insurance resettlement tried out
in Suzhou. After Jiaxing had reformed its methods of
resettlement, the land expropriation work was uniformly
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planned and handled by the local government. The
resettlement subsidies were not paid directly to the
land-taken rural collectives and farmers, but were
instead transferred by government departments to
a resettlement special-purpose account established
by the labor department, from where they go to the
accounts of each resettled individual. The land-taken
farmers are registered as urban householders and are
subject to different standards for living expenses and
pension fund payment, and also according to different
ages. Suzhou divides the land-taken farmers requiring
resettlement into three levels according to age, and
purchase commercial pension insurance according to
these criteria, and then insurance companies pay out
from pension funds on a monthly basis. Chengdu and
other large cities have also started to establish pension
insurance systems for landless farmers.

The practice of pension insurance has the
potential to resolve long-term livelihood security
problems of land-taken farmers, especially old-aged
landless farmers after land is acquisitioned, and may
be significant in maintaining social stability. However,
it does not fundamentally solve employment problems
for surplus young laborers. Unemployment among this
sector of the population has the potential to undermine
social stability. As a result, in addition, many regions
have explored diversified resettlement modes in an
attempt to meet the demands of farmers across a range
of risk factors.

Wenzhou, Foshan, Shunde, and other localities
have also tried to give farmers long-term livelihood
security by leaving aside some land for resettlement.
For example, on the basis of land-use resettlement
indicators, Wenzhou had the regional government
reassign a proportion of the acquisitioned cultivated
land area for the use of a land-taken rural collective
economic organization to engage in operations in the
secondary industry or the service sector. This system
has been in operation in these cities for some 10 years
and is liked by the people.

Some local governments have made great efforts
to employ land-taken farmers and to establish basic
livelihood security for them. For example, Jiangsu
Nanjing Jiangning Development Zone, the Science Park,
and Lukou all set up employment agencies, providing
market-oriented employment services and assistance
for the landless laborers.

The practice of Hangzhou, Zhejiang, is that
after handling unemployment registration, landless
laborers meeting the specified conditions may apply

for a Hangzhou Employment Aid Certificate and enjoy
the same policy treatments for assistance as for urban
residents with employment difficulties. Yushan District
of Ma’anshan, Anhui, has established a vocational
training center for farmers, according to the model
of “seeking governmental support, making market
operation, adjusting measures to local conditions,
and getting trained nearby,” with the aim of further
developing the farmers’ skills training and, thus,
improving translocation and the employment potential
of rural laborers.

3. Improve and Standardize Procedures
and Practices

A further aspect of good practice identified in the
course of this research is that before approving land
expropriation, it is necessary to discuss with land-
taken villages the standard for land expropriation
compensation orsign aland expropriation compensation
and resettlement agreement. According to relevant
provisions of the Land Administrative Law, after “land
acquisition plans” prepared by local governments
are approved, land expropriation compensation and
resettlement plans specific to each expropriated unit
or individuals should be made. However, it has to be
recognized that due to verification of land characteristics
(such as authorization of the output standard per mu,
determination of compensation multiples, and other
problems) it is often difficult to reach an agreement
with the land-taken farmer collectives or individuals,
which may bring conflict and affect implementation of
land expropriation. In this regard, after making a land
expropriation survey, Wuxi of Jiangsu first negotiates
with the municipal (district) governments of the
land users and the expropriated units, and reaches
uniform land expropriation agreements, and then has
the municipal (district) governments, bureau of land
resources, and land users jointly negotiate with the
expropriated villages to formulate land price plans, and
land compensation and resettlement plans. The land
resources administrative department thereafter reports
for approval of land acquisition on a step-by-step basis
according to the reporting procedures specified by the
law. Many pilot cities have a form of land expropriation
agreement, and sign agreements with the expropriated
units before applying for approval of land expropriation,
or at the time of land expropriation compensation
registration, and combine such agreements with
the procedures of “two announcements and one



Policy Innovation and Practicesin PRC’s Risk Management of Land Acquisition Resettlement 17

registration.” Since agreement has been reached
with the expropriated villages on land expropriation
compensation, resettlement measures, and other issues
before land expropriation has been announced, land
expropriation plans can be successfully implemented
after approval, avoiding conflicts over disagreement
with standards for land expropriation compensation
after the announcement.

Finally, some pilot study localities have imple-
mented a land acquisition “advance notice” system with
various levels and types of consultation. For instance,
Heilongjiang implements a system of “advance notice
on land expropriation” that is, after the land expropria-
tion preliminary survey and before preparation of land
expropriation plans, by holding a village representative
assembly, issuing an advance notice on land expropria-
tion, advising about the place, scope, and other infor-
mation of land proposed to be acquisitioned, publiciz-
ing the results of verification on land assessment and,
after these are confirmed by each party, using them as a
basis for preparing “land acquisition plans” and for con-
ducting land expropriation compensation registration.
Before preparing “land acquisition plans,” Chengdu, for
example, has the municipal or county land resources
administrative department publicize the results of sur-
veys at expropriated villages, and accepts deputations
from collectives and addresses the issues raised.

D. The Reform of the PRC’s Land
Expropriation System

At the beginning of the 1990s, domestic scholars
were appealing for a reform of the land expropriation
system; this triggered an ongoing discussion of land

expropriation issues at the theoretical level, providing
a basis for reform of the land expropriation system.

From 1999 to 2001, theoretical reviews and on-
site surveys were conducted by MLR, which set up a
task team in 1999 for a “study on reform of the land
expropriation system” in 1999 which engaged in a
theoretical review and on-site survey work, and putting
forward preliminary proposals on the reform of land
expropriation system. In 2000, the topic of “study on
reform of land expropriation system” was formally
listed in the policy research plan of MLR.

In August 2001, MLR held a forum on the reform
experimental work of the land expropriation system in
Foshan, Guangdong. The launch of the first batch of
reform pilot work on the land expropriation system in
nine cities indicated that the reform process was under
way and the reform of the land expropriation system
had taken the essential first step.

In 2002, the reform of land expropriation system
made an important step forward with the listing by
MLR of the reform issue of land expropriation system
as part of its key policy research plans, and it further
clarified the direction of the reform and put in place
a second batch of reform pilot work in 10 more cities.
In the meantime, the Leading Group Office of Central
Rural Work and MLR jointly conducted a survey and
study on “improving the land expropriation system”,
the results of which would provide the leaders of the
State Council a solid basis for decision making.

In 2003, on the basis of the pilot work and studies
undertaken in preceding years, the relevant articles of
the LAL were amended, and preliminary work began
within the relevant departments of the State on drafting
the Land Expropriation and Acquisition Rules.



V. Research on the Scope of Land
Acquisition Rights

ntroduction. Land acquisition means that the
State takes expropriation measures to acquire, for
public interest, land that is collectively owned by
farmers. The legal features are

(i) Land acquisition is a coercive/involuntary
action to deprive farmers of their collective
landownership, a special form of changing
property rights. The Government plays a
major role and makes administrative orders
to acquire landownership from farmers and
collectives. The collectives must obey the
order and have no alternative.

(ii) Land acquisition is an action in line with
legal conditions. In the legal framework of
all countries, land acquisition must follow
strict legal procedures, in the public interest.
Land acquisition for commercial gains is
prohibited; otherwise, the land-takers must
be compensated in a reasonable way.'*

A. Major Problems in the Scope of Rights
of Land Acquisition

1. Inadequate Definition of “Public Interests”

Overuse of the scope of the right to acquisition land is a
major problem existing in the current land acquisition
system. It can be seen in the following aspects:

The scope of “public interest” is not adequately
defined in law, and land acquisition goes beyond the
scope of “public interest”. The Constitution and the LAL
of the PRC are clear that:

“The State may in the public interest take
over land for its use in accordance with the
law.”

' This paragraph only talks about the problem of enforcement of the scope of land
expropriation rights; other related problems, such as reasonable compensation, will
be discussed later.

But no laws and rules clearly define the scope and
standard of what constitutes “public interest.” Article
43 of the LAL also states:

“All units and individuals that need land for
construction purposes shall, in accordance
with law, apply for use of state-owned land
...the ‘state-owned land’ mentioned in the
preceding paragraph includes land owned
by the State and land originally owned by
peasant collectives but acquisitioned by the
State.”

Under this provision, land acquisition rights
have actually been extended to all the land that is to
be used for economic construction, without distinction
between land for public good and land for construction
and commercial gains. As a result, land acquisition
and construction land are generally prescribed in this
provision. Land for commercial development should be
acquired in the market, but here it has been covered
under state land acquisition rights. Therefore, the
individual rights have been inappropriately deprived
by public power.

According to survey data held by MLR, land
acquisition went beyond the scope of “public interests”
in 16 provinces surveyed between 2000 and 2001.
Collective land acquisitioned for the use of urban
operations, such as industry, business, and real
estate, accounted for 21.9% of the total area of land
acquisitioned—second only to the proportion of land
acquisitioned for infrastructure development, such as
transportation, energy, and water conservancy, which
was 52.1%. Land acquisition has become a major way
of meeting the need for land to promote social and
economic development.

Public interest is equivalent to national develop-
ment in the law; moreover, public interest is not defined
and, therefore, the rights of land acquisition are abused
to some extent. In fact, the purpose of land acquisition



is no longer confined within the public interest and ex-
tends to the interest of companies and individuals. Any
company or individual can apply to the Government to
conduct land acquisition for their use.

2. State Monopoly of Land Market

The LAL also states that the State applies a system of
control over the purposes of land use. It should rigidly
restrict conversion of agricultural land for construction.
Article 43 states that all units and individuals that need
land for construction purposes shall, in accordance
with law, apply for use of state-owned land. Therefore,
only the Government can act as the legal authority to
convert agricultural land for construction purposes.
However, as the PRC applies a system of land acquisition
compensation paid according to the original purposes
of land—but not at the market price—the low cost of
land acquisition enables the Government to obtain a
greater proportion of returns from land acquisition
and selling land-use rights for commercial activities,
which produces an inequitable economic relationship
between the original holder of land-use rights and
the State, and does not comply with the purpose
of the State in its exercise of land acquisition rights.

3. Absence of a Monitoring System

There is no system in place to fully monitor the legality
of land acquisition requests. The review system for land
acquisition requests should include preexamination of
the validity of land acquisition requests to be conducted
by the relevant authorities before any land acquisition
is formally applied for and approved. But the process
should also include an appeals mechanism and post-
examination in the case of ‘land loss people’ who
subsequently claim the land acquisition was not legal
after it had been approved. Yet, the PRC’s LAL states only
that land acquisition must be subject to the approval of
the State Council or the people’s governments at the
provincial level. No appeal or remedial mechanism is
provided for the dispute of land loss people with respect
to the legality of land acquisition, that is, the purposes
or uses for which land are to be reassigned.

B. Research on the Scope of Land
Acquisition in Other Countries

Through research on the scope of land acquisition in
other countries, the following lessons are drawn:
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1. Basis for Land Acquisition and Definitions of
Public Interest

Firstly, regarding the basis for land acquisition, and
the legal definitions of “public interest”. To prevent the
abuse or inappropriate limitation of land acquisition
caused by misinterpretation, many countries have
made specific definitions of public interest, which are
explained from different legal perspectives:

(i) In terms of property use, public interest can
be interpreted as public use or use for public
interests. Public use includes direct use by
members of the society for public interest, such
as facilities for national defense, government
buildings. Public interest use means that
acquisition can bring benefits to all members
of the society, as for example, education or
public undertakings, etc. However, the scope
of the public beneficiary is not defined;
therefore, different countries have different
definitions of public interest, which refers to
benefiting either all members of society or
certain groups. The different interpretations
of public use are due to many factors, such as
land resources, laws on land acquisition, etc.

(i) In terms of land use, public use can be
interpreted as for-profit or nonprofit use.
In the case of direct use by members of the
society for public interest, the acquired land is
used for consumption or nonprofit use. When
land is for public use and benefits society, it
is usually for profit-making and the benefits
go to the public, for example, based on the
regulations on the management of highways,
the proceeds of highways will be used for
compensation investment, paying for the
construction and maintenance of highways.
Land acquisition for public good also includes
land development business. Therefore, land
users include not only users for public good,
but also users for profit-making.

Defining “public interest”. The definition of
public interest in countries with progressive legal
systems has two categories: first, in the law, there is
no clear definition for the scope of the public interest,
but private land or other property can be protected
by other regulations. For example, acquisition law in
Australia states that, “public purpose” refers to the use,
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which can be defined by laws the parliaments have
formulated. Second, regulations in some countries
enumerate the scope of the public interest. For example,
the land acquisition law in Japan lists 35 undertakings
having the rights of land acquisition.

All countries have four ways to specify the scope
of land acquisition: first, generalization. The civil
code in France states that the needs for public interest
include direct public construction, indirect construction
for public interest, and macro-control; second,
enumeration—the Land Acquisition Law in Japan states
that “in order to develop public undertakings, such as
roads, parks, riverbanks, ports, etc.”; third, combination
of generalization and enumeration. While, the Land
Law in Taipei,China states that in order to serve the
public needs, such as national defense, transportation,
water conservancy, and government agencies, etc;
in order to carry out national economic policies, the
monopoly and abandoning of private land should be
prevented. Fourth is the exclusion list.

When comparing countries, it is easy to see that
the purpose of land acquisition is not solely for serving
national or public construction. The scope of public
interest has expanded to many dimensions, directly
or indirectly serving the public interest. In certain
countries, such as Taipei,China, the Government can
acquire land to prevent concentration of ownership.

2, Role of Government in Land Acquisition

Exercising the rights of land acquisition must serve the
public interest, therefore, only the central government
has the right of land acquisition, while other individuals
or entities cannot represent the public interest. Land
acquisition involves conflict between the right of
acquisition and landownership.

Generally speaking, landownership should be
the most complete set of rights, and it should be an
absolute right that the landowner has to freely use and
dispose the land in line with the law. However, during
land acquisition in all countries, the acquisition right is
actually with “the top power” or “the ruling power”. It
refers to the right that the State has to acquire land and
property for public use without the consent of owners.
In this case, individual landownership cannot contend
with the Government’s land acquisition right. Therefore,
Government’s land acquisition right is irresistible and
coercive. The landowner does not have the decision-
making right. From the perspective of ownership, “the
most absolute” ownership is interfered by “the most

coercive means”. Moreover, some countries provide that
with government authorization and legal permission,
relevant public construction agencies and state-owned
enterprises can also directly use the land acquisition
right to acquire land.

C. Reform Plans for the Scope of Land
Acquisition

1. Feasible Reform Plans

Three feasible reform plans for the scope of land
acquisition:

a. Reform Plan I

Within the existing system and legislation, “public
interest” is defined as public facilities and public welfare
undertakings that are funded by the Government,
nonprofit, serving the social public good, having benefits
shared by the society, including military installations,
roads used for transport, energy, water conservancy,
municipal and other public facilities and places invested
in by the State, government office facilities and public
buildings for culture, education, health, technical, and
other purposes invested in by governments and public
groups. Any other land-use projects should be excluded
from the scope of land acquisition..

b. Reform Plan II

The scope of land acquisition is defined as land
used for basic infrastructure supported by the State,
such as energy, transport, water conservancy, and land
used for development within the scope of land used
for urban (including “organic” townships) construction
purposes, prescribed in the overall planning on
utilization of land. Any other land-use projects should
be excluded from the land acquisition scope, mainly for
nonpublic land use beyond the scope of land used for
urban (including “organic” townships)!® construction
purposes.

c. Reform Plan III

The scope of land acquisition legislation is
defined as land used for energy, transport, water

1> According to the present regulation in the PRC, “organic” township has smaller size

than city, commonly about 2,000-60,000 people.



Table 2: Comparison of Land Expropriation Reform Plans
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Reform Plan

Advantages

Disadvantages

. Reduces the land expropriation scope and

assures the interests of farmers.

. For-profit land use is taken out from the land

expropriation scope, which will improve gov-
ernment functions and standardize govern-
mental procedure.

. Beneficial for playing the fundamental role of

the market in land resource allocations.

. Beneficial for urban development purposes,

and helps the process of urbanization.

Within the scope of land used for urban con-
struction purposes, it is beneficial for invest-
ment promotion, economic control, and land
market administration.

. Easy to combine with the prevailing basic land

system, ready for amendment of relevant regu-
lations, and beneficial for social stability.

. Beneficial for urban development purposes.
. Within the scope of land used for urban con-

struction purposes, it is beneficial for invest-
ment promotion, economic control, and land
market administration.

. Easy to combine with the prevailing basic land

system for amendment of relevant regulations,
and beneficial for social stability.

1. Entities of urban landownership are diversified; both
governments and rural collectives supply land at
the same time, and unified development becomes
difficult.

2. The compensation standard for land expropriation will
be close to market price, increasing the cost of land
used for urban construction purposes.

3. Income acquired by municipal governments from land
transfer will decrease, and urban construction will lose
important sources of funds.

4. Land used for nonpublic interest purposes is to be pro-
vided by rural collectives, involving major amendments
to the PRC's basic land system. Improvement of some
supporting measures and reform will be very difficult.

1. The land expropriation scope is reduced; land expro-

priation expenses are increased; and benefits to farm-

ers from land expropriation are small.

For-profit land use within the scope of land used for

construction purposes is not removed from the land

expropriation scope.Thisdoes notimprove government

functions and standardize government behavior.

3. Land expropriation scope is reduced; land resources
allocated through market are limited; and land market
development will be slow.

S

1. Tract development and construction of organic towns
becomes harder.

2. Increases the problems of organic towns’ investment
promotion.

Source: Prepared by CLSPI.

conservancy and other infrastructure, and other public
welfare projects supported by the State and land used
for development within the scope of land used for
urban (excluding “organic” townships) construction
purposes. In contrast to Plan II, what is excluded from
the land acquisition scope is using organic townships’
land for nonpublic interest purposes within the scope
of land used for construction purposes (Table 2).
Stakeholders in land acquisition are land-taken
farmers, village collectives, local government, central
government, and developers. Reform plans have
different influences on these stakeholders; therefore,
they will have different attitudes toward these plans.

(i) The land-taken farmers

They are the most severely affected group. In the
PRC, farmers do not have the power to influence policy
making in the domain of land acquisition. Farmers
lose land without livelihood security. So even where
compensation is received, it is frequently insufficient
or inappropriate and does not ensure that resettled
farmers avoid impoverishment as a result of lost assets
and disruption. Wider scope of land acquisition means
more risks for farmers. Therefore, in addition to higher
compensation to maintain their living standards,
farmers would prefer to conduct the free transaction of
land, which is not used for public construction.
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(ii) Village collectives

Village collectives are the managing institutions
of rural collective land benefiting more from land
acquisition. However, they do not want the Government
to expropriate their land, but hope to have the right of
land disposal so that they can benefit more through
the transfer of collective land. Therefore, they hope to
reduce the land acquisition scope and open the
collective land market (i.e., to sell land user rights
directly to commercial businesses—such cases are now
being tested).

(iii) Local government

The local government in the PRC is the architect
of land acquisition policy. It acquires farmland in order
to develop the local economy, increase its revenue,
and maximize its performance. Therefore, the local
government benefits more from expanding the scope
of land acquisition.

(iv) Central government

Compared with the local government, the central
government is more concerned about the impacts of land
acquisition, such as food security, eco-environmental
protection, sustainable socioeconomic development,
etc. Therefore, while the local government is keen on
land acquisition, the central government is inclined to
constrain land acquisition in terms of land regulations
and policies. In order to protect arable land and farmers’
interests, the central government favors the reduction
of land acquisition

(v) Developers

Developers, as land users and potential land
users, will acquire land-use rights at the lowest
possible cost so as to maximize their profits. But if land
for nonpublic interest is removed from the scope of
acquisition, the developers may suffer losses, setting
back economic growth.

According to the analysis, Plan [ will be welcomed
by the land-takers, village collectives, and the central
government, which is also the final objective. However,
once the scope of acquisition is strictly defined, the
local governments and developers will suffer the
greatest loss. Therefore, some interest groups will resist
the implementation of this plan, thus increasing the
reform cost in the short term. This plan may hamper
industrialization and urbanization, and slow economic
growth and employment promotion. Moreover, Plan

I calls for an overhaul of the basic land system and
improvements to the supporting measures. In this case,
the reform of the scope of acquisition should proceed
gradually.

2. Recommended Reform Plans
a. Stage One

Adopting Plan III, the scope of land acquisition
is defined as land used for energy, transport, water
conservancy and other infrastructures, and other public
interest projects supported by the State and land used
for urban (excluding “organic” townships) construction
purposes.

b. No. 28 Document

Decision of the State Council on Deepening
the Reform of Strict Land Administration states that
“As long as it complies with relevant planning, the
collective land-use rights for farmers in villages,
townships, organic townships may be reassigned but
without changing the overall plans for land use.” On
such a basis, without amending the Constitution, pilot
work in reassigning land-use rights of rural collective
construction land can be conducted in typical areas
of Central, Eastern, and Western PRC with a view to
researching on the mode for collective construction
land to enter market, as well as providing a basis for
revising the Land Administration Law and the Land
Subdivision Index. Experience gained from the pilot
work in developing Plan III will be popular and will
have wider scope, providing a basis for amending the
Land Administration Law and the Land Subdivision
Index.

c. Stage Two

Adopting Plan I, “public interest” is defined as
public facilities and public welfare undertakings that
take the State as their investment entity, do not aim
to make profit, but serve the general public good of
society, and have benefits shared by society, including
military installations, road used for transport, energy,
water conservancy, municipal and other public facilities,
and other public places invested in by the State,
governmental office facilities and cultural, education,
health, technical and other public buildings invested in
by governments and public groups. Any other land-use



projects should be withdrawn from the scope of land
acquisition.

The 10th Article of the Constitution stipulates:
“for the public interests, the State may expropriate
land and pay compensation while expropriating in
accordance with laws and regulations. Urban land is
owned by the State.”

Being an ideal plan and involving the revision of
the 10th Article of the Constitution, Plan I will inevitably
meet difficulties in legal procedures. On the basis of pilot
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work in Stage I and review and publicity in the Stage
11, key pilot work will be carried out in areas where
conditions permit so as to provide reference for revising
the Constitution and the Land Subdivision Index.

As the land expropriation system reform affects
various fields in the PRC’s economic development,
it requires supplementary reforms in other systems,
including the rural collective land-use system, land
registration system, property rights system, tax and
revenue system, etc.



VI. Research on Valuation Methods
for Land Acquisition Compensation

ntroduction. This chapter is about the investigation

and analysis of case studies in typical cities and

stakeholders of land acquisition compensation.

Moreover, it includes research on problems and
possible solutions for compensation, considering the
factors in valuation, such as land market, demand,
locations, etc., so as to design rational, feasible, and
operational valuation methods in line with the existing
land price system.

Empirical research was carried out in four Chinese
cities: Nanjing, Ningbo, Wuhan, and Shijiazhuang.
Nanjing and Ningbo, situated in the eastern part of the
PRC, are economically developed, rapidly urbanized
and industrialized, and with a strong need for land;
Wuhan is in Central PRC, with moderate economic
growth rate, but a strong demand for land; and
Shijiazhuang lies in North PRC, with slower economic
growth rate and a relatively moderate need for land.

A. Case Study on Land Acquisition

Representative regions were selected in Nanjing,
Ningbo, Wuhan, and Shijiazhuang for analysis.
They included Yuhuatai district in Nanjing; Haishu,
Jiangdong, Jiangbei, Yinzhou, Beilun, and Zhenhai
in Ningbo; Jiangxia district and Liufang district in
Wuhan; and Yuanshi county and Zhengding county
in Shijiazhuang. One hundred three case studies were
conducted from 1999-2004, which included land-
use projects involving business, housing, industry,
infrastructure, school, and government. Each city is
different in the basic composition and elements of land
acquisition compensation. See Table 3 for details.

1. Features of Compensation

The results of statistical analysis of the research data
showed that compensation for land acquisition in

Table 3: Comparison of Basic Composition of Land Acquisition Compensation

(CNY10,000/hectare)

Research City

Subsidy for attachments

Average land compensation
of the cases studies

Determined by
actual conditions

10647

Determined by
actual conditions

137.19

Determined by
actual conditions

2344

Research Item Nanjing Ningbo Wuhan Shijiazhuang
Land compensation 3.00-42.00 18.00-42.00 2.00-6.00 7.70-50.00
Resettlement subsidy 1.40-4.00 9.50-63.00 0.30 1.00-6.00
Regional area price None 27.00-105.00 None None
(including land
compensation and
resettlement subsidy)

Subsidy for young crops 0.80-1.50 0.75-11.60 0.40-0.75 0.50-1.50

Determined by
actual conditions

53.08

CNY = yuan.

Source: CLSPI. 2005. Findings of the Case Studies on Land Acquisition Compensation in Four Research Cities.
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the research locations had in common the following
features:

a. Wide gap between compensation for
different purposes

There was a wide gap between land acquisition
compensation for different land acquisition purposes,
and relatively lower land acquisition compensation for
infrastructure. The compensation for land intended for
infrastructure projects was relatively lower while the
compensation paid for land to be used for business and
commercial housing was relatively higher. For example,
of the 51 land acquisition cases in Shijiazhuang, 16
projects were infrastructure construction projects,
accounting for 31.4% of the total number of projects,
with an average compensation of CNY124,300/ha.
However, compensation for residence projects was up
to CNY645,100/ha, more than 5 times as much as that
for infrastructure construction projects.

The compensation for land for infrastructure
construction is lower than that for commercial housing
or business use because the Government invests in
infrastructure and often lowers the compensation
in order to save more money for large construction
projects. Also, the compensation standards are often
lower than the standards in the multiplication of
output method. For example, the compensation and
resettlement subsidies for land acquisition for highway
construction range from CNY75,000 to CNY120,000
per ha, 3-5 times the average annual output value,
which is much lower than the national compensation
standard.

b. Related taxes were largely similar

Land acquisition-related taxes in each city were
largely similar but with minor differences. These
included the land acquisition administration fees,
unforeseen fees, arable land reclamation fees, new
construction charges, water conservancy funds, and
arable land occupancy tax, etc. However, these taxes
and fees accounted for 35%—some as high as 50%—of
the total land acquisition cost.

c. Wide gap between compensation and
land transfer price

Research found a wide gap between Iland
acquisition compensation and land transfer price. In

the research cases for land acquisition, compensation
for land was generally less than 20% of the ultimate
land transfer price,® with several cases even less than
10% of the land transfer price. Obviously, farmers—
the original landowners—had shared no added land
benefit brought about by the change in the purpose
of land use. The landowners’ sharing right over land
development was not reflected either. This is quite
unfair, resulting in the farmers’ mistrust of the land
acquisition process and adversely affecting the farmers’
future living standards.

d. Different allocations among beneficiaries

The research shows that the land compensation
was allocated differently between the village collective
and farmers. The compensation payment method
varies widely from being paid fully to the farmers, or
little compensation paid to the farmers. Cases where
most of the compensation was paid to the land-loss
farmers accounted for 50%-80% of the total land
acquisition compensation. Although this indicates that
most allocation was reasonable, the land-loss farmer’s
interest was undermined and the administration was
not regularized.

2. Questionnaire Analysis

China Land Surveying and Planning Institute
(CLSPI) conducted polls among farmers, government
officials, and land users to assess the recognition of
the compensation policies and the requirement for
compensation reforms. The survey was conducted in
Nanjing, Ningbo, Wuhan, and Shijiazhuang. There
were 284 effective questionnaires, including 138 from
farmers, 78 from government administrators, and 68
from land users. Among the farmer respondents, land-
loss farmers accounted for 61.6% of the total; the
government administrators came from the planning
department, land management department, and other
administrative departments, among which 91% are
from the land management department. Conclusions
according to the responses are the following:

The land compensation cost is the amount the State pays to the rural collective to
acquire the farmland for conversion to construction uses. The land transfer price is
the amount the Government receives from land developers to acquire the land-use

rights.
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a. Views on current land acquisition

@

(ii)

(i)

compensation

The land acquisition standard and valuation
methods were not sufficiently open or trans-
parent. The interested parties in land acquisi-
tion do not have equal access to information
about land acquisition compensation. The
questionnaire asked whether the farmers,
government administrators, or land users
knew about the land acquisition compensa-
tion. About 75% of the respondents answered
that they knew a little about land acquisition
compensation. This indicates that, in terms
of information about the market for land ac-
quisition compensation, farmers, government
administrators, and land users were unequal
in terms of the knowledge that they had about
land acquisition and compensation. Farmers
accounted for 87.5% of the total number of
respondents knowing nothing, showing that
the Government made insufficient efforts to
disclose the land acquisition standard, land
acquisition compensation market, and other
essential information that would have enabled
stakeholders to make informed decisions.
The Government was overly influential in
setting rates and providing information about
land acquisition compensation. Land-loss
farmers had no decision-making right over
the compensation value. Research on the
influence on land acquisition compensation
(Figure 2) showed that 62.6% of respondents
consider the Government as having the most
influence on land acquisition compensation.
Of those respondents, farmers, government
administrators, and land users accounted for
60.9%, 74.4%, and 52.9%, respectively. Most
farmers indicated that they had no decision-
making and participating rights in the course
of land acquisition. The Government decided
everything.

Compensation is too low to make up for
the losses incurred by farmers who have
lost land and other assets in the process of
land acquisition. Most of the respondents—
whether farmers, government administrators,
or land users—consider the current land
acquisition compensation level as low. Farmers
who consider the current land acquisition

@iv)

W)

compensation level as very low or relatively
low accounted for 73.9% of the total number
of farmer respondents. They are not satisfied
with the low compensation levels.

Land acquisition compensation was intended
to meet subsistence needs only instead of
compensation for the property. Nearly 50%
of the farmers consider the current land
acquisition compensation as compensation
only for their livelihood. When considering
land acquisition compensation, most farmers
only think of their livelihood after land
acquisition, but do not believe that land
is a kind of property. This corroborates
the fact that the land is reported as owned
by the collective (State). Accordingly,
government administrators and land users
who consider land acquisition compensation
as a compensation for the land accounted for
19.2% and 22.0%, respectively, of the total
number of respondents in their category.

The current compensation level causes a
decline in the farmer’s living standard. In
terms of the influence of land acquisition
compensation upon the existence of affected
people, 56.3% of the respondents believe
that land acquisition causes a slight decline in
the farmers’ living standard. Research results
showed that among the respondents who
consider that land acquisition will improve
the livelihood status, land users accounted for
57.9%. Among the respondents who consider

Figure 2: Basic Information on the Influence on Land
Acquisition Compensation

6.3%

62.6%

15.5%

0,
10.6% O Farmers

O Government
M Land users
O Market

M Pretty much the
same thing

O Hard to say

% = percent.

Source: CLSPI. 2005. Findings of the Survey on Land Acquisition Compensation con-
ducted from May to June 2005 in Four Research Cities.
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land acquisition has largely degraded their
livelihoods, farmers accounted for 69%.
Thus, farmers and land users hold opposite
views about the effect of land acquisition on
the affected people’s existence.

Opinions on the future form of land
acquisition compensation

One view is that compensation should focus
on land compensation and resettlement.
In terms of the demand for what is to be
compensated for the land acquisition, 34.9%
of the respondents consider the compensation
for lost land property as the most single
important entity; 41.2% of the respondents
consider the resettlement of affected people
as the most important; and 21.8% of the
respondents consider the compensation for
productive and economic losses as most
important. The remaining 2.1% of the
respondents consider the compensation for
young crops and attachments as the most
important. Most of the respondents consider
land acquisition compensation as personal
resettlement compensation and compensation
for the loss of land rights.

It is also argued that compensation should be
based on the land area and population. As for
thebasisuponwhichto calculate compensation
in land acquisition, most farmers, land users,
and government administrators hold the
same viewpoint; 65.1% of the respondents
can accept such calculation method, believing
that the land area and population should be
considered comprehensively to calculate
compensation.

A further view is that the Government
should resettle the land-loss farmers
properly. Respondents, including government
administrators, think that if land acquisition
compensation is not enough to ensure the
subsistence and development of APs, the
Government should provide money for
resettlement compensation. About 60% of the
respondents believed that if the improved land
acquisition compensation is still inadequate
to ensure the subsistence and development
of APs, resettlement compensation is also
needed.

C.

@

(i)

(i)

Opinions on valuation method for land
acquisition compensation

Land demand and actual land location should
be primary considerations when setting land
acquisition compensation rates. Most of the
respondents still consider the value of land
acquisition compensation as dependent upon
the market demand for land, and that the
value will be higher when the demand is
greater. This view was held by 60.6% of the
respondents, while 15.1% of the respondents
believed that the closer the location of land is
to a city, the higher the compensation value
would be; 10.2% of the respondents consider
the type of land as the most important factor
influencing the value of land acquisition
compensation; 8.8% of the respondents
thought that places with higher per-capita
income will pay higher compensation. The
remaining 5.3% believed that adding social
insurance to the compensation would greatly
enhance the compensation.

The amount of land acquisition compensation
should be determined mainly through
market negotiation. As to how to estimate
the land acquisition compensation, 75.6% of
government administrators believed it would
be advisable for the Government to determine
the minimum protection price which could be
higher through negotiation; 69.1% of the land
users/developers believed the Government
should announce a fixed compensation price
in advance without further negotiation or fix
a guiding price that will float; 58.7% of the
farmers are convinced that the land acquisition
compensation should be completely negotiated
between the land acquisition compensation
parties. The different respondents obviously
consider their own interest and prefer to
obtain the land acquisition compensation that
is in their own interest.

The market comparison method should
primarily be used for the valuation of land
acquisition compensation. As for the valuation
method for land acquisition compensation,
18.7% of the respondents prefer the output
value multiple method; 42.3% prefer the
market comparison method; 29.9% choose
the method of anticipated price deduction
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(iv)

for converted use; while 7.0% prefer other
methods, such as land compensation plus
social security. The remaining 2.1% (farmers)
did not know which method to use; any
method was thought acceptable aslong as they
received satisfactory compensation. As the
market negotiation case comparison method
is favored/understood by the farmers, and
easily enables the affected people to have a
rough scope of compensation value before the
occurrence of land acquisition compensation,
52.2% of the farmers believed this method
should be used.

Land acquisition compensation should be paid
in a lump sum. As for the manner of payment
of land acquisition compensation, 79% of the
farmers prefer a lump-sum payment because
many of them have little information about
the available social security systems and have
doubts about the retirement, medical, and
other insurances. The farmers would rather
receive money than insurance. They worry
about any arrears if the compensation is paid
by installments; thus, they feel it is better to
receive lump-sum compensation. About 50%
of the land users prefer compensation to be
paid by installments mainly because this can
ease the financial pressure caused by lump-
sum compensation payment. While, 67.9%
of the government administrators prefer
compensation that is paid in a single lump
sum, mainly because this is easy to operate
and can release the burden of follow-up land
acquisition work.

B. Analysis of Valuation Methods for Land
Acquisition Compensation

Problems to be solved in land acquisition compensation

@

Low compensation levels are the main cause
of social conflicts over land acquisition in the
PRC and are a significant problem that needs
to be solved in any land acquisition reform.
Analyses of the research results show that
the living standards of affected farmers have
been lowered after land acquisition. If this
problem cannot be solved through reform
of the land acquisition system, the reform
will be regarded as ineffective. Therefore,

(i)

(i)

@iv)

W)

maintaining the farmers’ living standards
and ensuring their long-term livelihood must
be regarded as the most basic principle in
evaluating the appropriateness of the land
acquisition compensation level.

Interest sharing is unequal. There will always
be the conversion of purpose of land and
improvement of land setting in the process
of land acquisition, but now the farmers
share no appropriate added land value in the
compensation. There is a wide gap between
the land acquisition compensation and
future land price. Farmers generally think
this situation is unfair, and would not be
inclined to accept this. Thus, the gap between
land acquisition compensation and future
land price should be narrowed to improve
compensation to farmers.

There is no monitoring of compensation to
ensure awards are fair. Many places have
compensation negotiated for each single case.
In fact, the only uniform standard is the taxes
and fees incurred in land acquisition. There is
no uniform baseline for land acquisition com-
pensation, which may always be abnormally
high or abnormally low. No minimum protec-
tion is provided for the farmers’ compensa-
tion. To solve this problem, it is necessary to
make the land acquisition compensation level
more systematic, normalize and legalize the
land acquisition compensation level, reveal it
to the public, and establish a land acquisition
compensation monitoring system.

No market guidance and training are avail-
able to the farmers. The Government has
been the main authority in land acquisition,
and the dominant player in land acquisition
policy and in the provision of information. By
contrast, farmers are in an inferior position.
As a result, the Government and farmers have
no equal negotiating position in the process
of land acquisition. In the course of compen-
sation decision making, introducing a nego-
tiation mechanism to make the compensation
standard more market-based is necessary.
Undiversified compensation valuation meth-
od. Other than the policy restriction, low land
acquisition compensation has also resulted
from undiversified valuation methods. For a
long time, the output value multiple method
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has been the only one in use, which makes
verification of any degree of accuracy and
correctness difficult. Therefore, other meth-
ods, especially those using market informa-
tion, must be included.

Unclear compensation issues. Currently,
farmers have not fully accepted the basis for
compensation for land. Farmers think highly
of compensation through resettlement and
compensation for crops and other attachments
on land, but are prone to reject the basis on
which compensation for land is calculated
because it is very low. From a long-run point
of view, land acquisition compensation should
be shifted to compensation for property
rights. Another approach could be adopted
for relevant personal resettlement and social
security. The compensation reform program
should help to reach this aim.

C. Principles to be Followed in Setting
Compensation for Land Acquisition

Five principles were identified and are discussed below:

®

(id)

Giving priority to compensation for land
and at the same time considering personal
resettlement to ensure that the farmers’ living
standards do not degrade and their long-
term livelihood is secured. The formulation
of the valuation method for compensation
for acquisitioned land must give enough
consideration, not only to compensation
based on land as a means of production but
also living guarantee for farmers, ensuring
the farmers’ legal rights and interests, and
ensuring long-term livelihood security for the
farmers without any decrease in the current
living standard.

Giving priority to proceeds from farmland,
properly considering the added value of land for
its converted purpose, and so enabling farmers
in suburban areas to share the fruits of urban
development. Though the added value of land
is mostly generated from infrastructure funded
by the State and an improved investment
environment, nonetheless, as collective owners
of land, farmers should have the right to share
the added value of land after its purpose is
converted. The State should participate in the

distribution of added value of land through
taxation.

(iii) Giving priority to market demand for land,
properly considering the location of land, and
enabling the farmers to share the benefits
brought by urban development. In the PRC,
where a social market economy system has
been established, land is an important basic
production element. Therefore, market
principles should be progressively reflected
in farmland acquisition so as to enable the
farmers to share the benefits brought by social
development and to ensure their land rights
and interests.

(iv) Implementing a compensation standard
linked to the plot area within a narrow range
and establishing an open system of informa-
tion on compensation. In determining land
acquisition compensation, the compensa-
tion standard should be set more precisely
and explicitly through relevant methods. On
the one hand, the compensation standard
must be transparent. On the other hand, the
compensation standard can be assessed more
efficiently, and unnecessary disputes and
losses can be avoided.

(v)  Ensure continuity with previous compensation
levels, while developing and implementing
new valuation methods. Pay attention to
unify the effort on reform, the speed of
development, and the acceptance capacity of
society; while increasing the land acquisition
compensation standard, care should be taken
to link up with the former compensation
system to ensure a smooth transition.

D. BasicValuation Methods on
Compensation for Land Acquisition

1. Output Value Multiple Method

Land acquisition compensation is calculated on the
basis of a comprehensive assessment of the annual
output value of land. The value of land acquisition
compensation equals compensation for acquisitioned
land and subsidies for resettlement which are several
times the comprehensive!” annual output value of land
(“output value multiple method”).

17 . . .
This means uniform rates covering large areas (e.g., prefecture or county) for each

class of land.
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(i) The output value multiple method assumes
that compensation for acquisitioned land
is based on the original purpose of land,
as stated by the current law. The strong
point of such a method is that it links up
with the current laws and regulations, as
well as historical compensation levels. The
key aspects of the method are the annual
output value of land and the compensation
multiple. Of these, the comprehensive annual
output value of land equals the summation
of additional incomes and the original output
value of crops, which improves the annual
output value standard and, thus, improves the
compensation standard. Some people think
the compensation multiple involves many
subjective factors. However, since it has been
used for a long time, actually, it has become an
empirical parameter. It can be highly practical
if all the factors considered are reasonable
and the whole decision-making process is in
an open and standardized manner.

(ii)) The output value multiple method is
applicable to areas that are suitable for
large-scale production of agricultural crops
within municipalities and counties. Several
points should be noted in using this method.
First, the annual output value should be
the comprehensive annual output value of
land, which can be fixed through a general
annual output value standard or by detailed
field survey. Second, the land compensation
multiple and resettlement subsidy multiple
should be fixed in accordance with relevant
provisions in the LAL, and local economic
development level and a basic life guarantee
level should also be taken into account.

2. Case Correction Method

Land acquisition compensation is calculated on the
basis of the average market cost of land acquisition.
Here, the land compensation valuation is compared
with land acquisition cases and corrected before it is
confirmed (“case correction method”).

(i) The case correction method aims to introduce
the market comparison system into the
valuation of compensation. The strong point of
this method is that market information can be

fully applied. And the compensation level can
be raised gradually through correction. This
method is applicable now and in the future.
Such a method helps to give farmers guidance
and familiarity with market principles,
and helps to establish a land acquisition
compensation market mechanism.

(ii) The case correction method is only suited to
areas where the land acquisition compensation
is highly market oriented. Several points
should be noted in using this method. First,
land acquisition cases should be selected
from the land acquisition projects from
previous years. Second, the land acquisition
cases should be comparable. Third, regional,
individual, and time factors should be taken
into account in the comparison of land
acquisition cases.

3. Deduction from Anticipated Price of Land
for Conversion of Use Method

Land acquisition compensation is calculated on the
basis of the anticipated price of land for conversion
of use. This equals the anticipated price of land for
conversion of use after deducting infrastructure
investment costs (and profit) and proceeds from the
State’s ownership (“deduction from anticipated price
of land for conversion of use method”).

(i)  The deduction from anticipated price of land
for conversion of use method aims to introduce
the idea of distributing proceeds from land
development rights into land acquisition
compensation. Though there is no time to
set forth the concept of land development
right, the gradual introduction of the idea in
compensation valuations will help narrow the
gap between the compensation valuation and
the future land price after conversion.

(ii)) Such a method is only applicable to areas
close to cities. Several points should be noted
in using this method. First, the anticipated
price of land for conversion of use is derived
from the weighted mean of baseline prices of
land for the use of commercial, residential,
and industrial purposes in areas close to
cities. Second, infrastructure investment is
calculated in accordance with local conditions
for baseline land prices, and other relevant
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rates. Third, proceeds from the State’s
ownership may be calculated according to
local levels of land transfer funds and land
price, which is currently decided by the local
government.

4, Correction of Farm Land Price Method

Land acquisition compensation is calculated on the basis
of farmland price by considering the per-capita quantity
of arable land and minimum living guarantee level for
urban residents upon correction (the “correction of
farm land price method”).

(i) The correction of farmland price method is
based on the principle that land acquisition
compensation should highlight compensation
for land. The feature of such a method is that
it treats the per-capita quantity of arable land
and minimum living guarantee levels for
urban residents as secondary considerations,
treating land compensation and social
security-based compensation as separate
issues. When land compensation has been
raised to higher levels, social security-based
compensation becomes less and less.

(ii) The correction of farmland price method
is applicable for areas where farmland
operation is highly market-oriented. Several
points should be noted in using this method.
First, the farmland price is a price under the
current market conditions and evaluated

by wusing the capitalization of earnings
method based on the annual output value of
farmland. Second, correction factors mainly
include the per-capita quantity of arable land,
location of land, the land supply and demand
relationship, local economic development
level, and minimum living guarantee level for
urban residents.

E. Comparison of Impacts of the Valuation
Methods

In accordance with relevant research data, the valuation
methods were experimented in the research areas. The
results are shown in Table 4.

1.  Analysis on Comparison of Value Levels under
Different Valuation Methods

Discussion: Data show that the land compensation
value resulting from the deduction from price for
conversion of use method is higher than that from the
output value multiple method and market comparison
method. Comparison of values resulting from the
different valuation methods shows that some areas
(such as Wuhan) have lower valuations using the
market comparison method than the result calculated
with the output value multiple method. And other areas
(such as Nanjing and Ningbo) have lower valuation
results calculated with output value multiple method
than the valuation result calculated with the market
comparison method.

Table 4: Comparison of Different Methods Used in Cities to Calculate
the Average Value of Land Compensation (CNY10,000/hectare)

Valuation Research City

Method Nanjing

Ningbo

Wuhan Shijiazhuang

Output value 50.0
Multiple method
Case correction method 74.5
Deduction from price
for conversion of use
method

Correction of farmland -
price method

2199

65.6 28.0 -

61.0 159 23.2

155.9

- - 60.0

373.8 60.0-105.0

-=0.0,CNY =yuan.

Source: CLSPI. 2005. Findings of the Case Studies on Land Acquisition Compensation in Four Research Cities.
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2. Comparison of Compensation under Different
Valuation Methods

(i)  Definitions

Output value multiple method—Iland acquisition
compensation is calculated on the basis of a
comprehensive assessment of the annual output value
of land. The value of land acquisition compensation
equals compensation for acquisitioned land and
subsidies for resettlement which are several times the
comprehensive annual output value of land.

Case  correction method—land acquisition
compensation is calculated on the basis of the
average market cost of land acquisition. Here, the
land compensation valuation is compared with land
acquisition cases and corrected before it is confirmed.

Deduction from anticipated price of land for
conversionofusemethod—land acquisition compensation
is calculated on the basis of the anticipated price of
land for conversion of use. This equals the anticipated
price of land for conversion of use after deducting
infrastructure investment costs (and profit) and
proceeds from the State’s ownership. Therefore, the
land compensation value from this method is much
higher than that from the foregoing two methods.

(ii) Discussion

Compensation based on the output value
multiple method is a multiple of the comprehensive
average annual output value whereas that from the
case comparison method is the average value of land
acquisition cases within the valuation scope, the
substantial composition of which is basically identical,
i.e. composed of the multiples of land compensation
and resettlement subsidies. What is different is that
the maximum multiple is adopted in the output value
multiple method, that is 10 times and 6 times, and the
land acquisition compensation standard in relevant
provisions enacted in April 2005 is adopted. But in the
case comparison method, besides the compensation
calculated on the basis of output value multiples, the
compensation also includes the part bargained by the
collectives and farmers which constitutes the actual
average compensation. Therefore, the compensation
calculated with the case comparison method may
be greater. But as the land compensation standard
newly prescribed is much higher than the previous
compensation standard, the final result from the case
comparison method slightly differs from that derived
using the output value multiple method. The result

form the deduction from anticipated price of land
for conversion of use method is, in fact, the price of
right to use of land for agriculture after its purpose is
converted for construction without any development
and investment. It includes the added value of location
and added value of purpose. The result will surely be
greater than the results from the output value multiple
method and the case comparison method (Table 5).

3.  Analysis of Rationality

(i)  Discussion: The output value multiple method
is slightly improved compared to the former
method of evaluating compensation standards
according to the output value for original pur-
pose. This is because the former method uses
the comprehensive annual output value as the
base of compensation by considering factors,
such as location of land and local economic
development level. Thus, compensation is in-
creased accordingly. However, there should
be a uniform method to calculate the com-
prehensive annual output value and balance
it within a certain area, but at the same time
taking into account regional differences and
adequately compensating for poorer areas.

(i) The compensation value from the case
comparison method is a result of comparison
of land acquisition cases within an area,
with the market factor considered to some
extent. However, this method needs a lot of
land acquisition cases. But the compensation
standard in most existing land acquisition
cases is calculated using the method of output
value multiple of original purpose. Though
the actual compensation is a little higher than
the standard through bargaining in the course
of land acquisition, such increase is limited.
Some nonmarket factors must be considered
to have a correction.

(iii) As for the deduction from anticipated price of
land for conversion of use method, the land
acquisition compensation is calculated on
the basis of market price of land to be used
for construction. Using this method, land
acquisition compensation will be increased
sharply. And the price difference between land
for agriculture and land for nonagricultural
use is removed. Farmers’ rights over land are
realized and, therefore, it will be acceptable to
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Table 5: Comparison of Different Valuation Methods

Composition of

Value resettlement subsidies

Connotation of

Content of Output Value Case Correction Deduction from Price for
Comparison Multiple Method Method Conversion of Use Method
Value Low Low High

Land compensation plus Total compensation deducting
the compensation for attach-
ments and young crops

A multiple of the compre- The average value of land ac-

The anticipated price of comprehensive land
for construction deducting the infrastructure
investment, proceeds from the State’s own-
ership, and other relevant expenses (such as
interest on investment, investment profits,
relevant taxes)

The price of right to the use of land for ag-

Value hensive average annual quisition cases within the valu- riculture after its purpose is converted for
output value ation scope construction without any development and
investment
-=0.0, CNY =yuan.

Source: CLSPI. 2005. Findings of the Case Studies on Land Acquisition Compensation in Four Research Cities.

farmers. This method takes into consideration
the potential utilization value of land and
possible land transactions, as well as the price
of land to be used for urban construction. It
complies with the principle of integrated
urban and rural land prices. However, in the
course of application, this method cannot
adequately reflect the difference of location.
It is difficult to determine the anticipated
price for conversion of use. For example, the
compensation value may be a little higher
when using this method in the suburbs.

(iv) The above analysis shows that each of these
valuation methods has its own advantages
and disadvantages, along with different
applicable ranges and conditions. These
methods should be selected according to
actual conditions. In the valuation of land
acquisition compensation, different methods
may be used separately and compared against
each other.

F. Suggestions for the Reform of Compen-
sation Standards for Acquisitioned Land

Clarify what is intended by “compensation”.
Presently, social factors are also considered in land
acquisition compensation in addition to land value.
What needs to be made clear is that land property
should provide the basis for compensation, with other
subsidies and allowances introduced as separate
considerations in land acquisition. This will assist the

transition to paying land acquisition compensation
solely for land property rights in the future. Subsidies
and allowances for persons should be paid separately
through an established social security system or cash
equivalence.

Define location of land. According to the
existing “Regulation on Grading of Farmland” and the
principles on “Guidance for Improving Land Acquisition
and Settlement” (2004, 238 of MLR), the definition
of land in municipalities (counties) that have made
progress in grading of farmland will be reviewed and
readjusted. The correction factors—mainly including
the per-capita area of arable land, location of land,
land supply and demand relationship, local economic
development level, and minimum living guarantee
level for urban residents—will be taken into account
in this process. Compensation standards in the defined
locations will also be the standards of implementation;
the price of land in the same defined location will be
no different. Under common circumstances the price
will be the same.

Multiple valuation methods can be compared
against each other. At present, there is only one
valuation method for land acquisition compensation.
In order to ensure the valuation results are objective,
more than two kinds of valuation methods should be
used, and market conditions should be considered
in calculating the land acquisition compensation.
An appropriate institutional mechanism should be
considered for this.

Set specific compensation standards for
different areas. In the future, uniform land acquisition
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compensation standards should be established for
different areas. Such compensation standards for
different areas should be set as the executive standards
in the course of implementation. One plot should be
provided with the same price, which will not be revised
without justification.

Open hearings to make the compensation
standard more legally/formally transparent.
Hearings should be held in accordance with the law
for the land acquisition compensation standard in line
with the requirements in the Regulations on Hearing
for Land Resource. Opinions and the advice of relevant
departments, rural collective economic organizations,
farmers, and various social parties should be solicited
extensively and this should be mandatory.

Adjustment of standards and setting of
benchmark dates. A time frame should be set for the
land acquisition compensation standard, which will
be duly adjusted and updated according to market
changes.

G. TheLong-Term Objective for Land
Acquisition Compensation

Current status of compensation for land acquisition.
The compensation for land acquisition currently does
not take into account fair market value for land. To
a large extent, it is still “policy compensation”, that

is, compensation only takes into account the need
to ensure the livelihood of farmers. The low price of
farmland in general and the constraints on farmland
transfer bring about a relatively low compensation
price. For the sake of maintaining the previous living
standards, most of the compensation practice in place
now is policy compensation; it is based on certain
specific guidelines.

Long-term objective of compensation for
land acquisition. With the improvement of valuation
methods for land acquisition compensation, the
establishment of a sound land compensation system
and the increasing awareness of farmers’ interests,
policy compensation is bound to be transformed into
land property compensation, a situation in which
compensation can be decided by the market.!®

Future compensation standards for land acquisition referring to the compensation
price which should be decided by land market needs some premises, and the most
important premise is the gradual opening up of rural land market especially the
usufruct market of rural collective land for construction purposes. A t present, there
are no rural land market transactions, thus principles in the valuation of compensation
standards for land acquisition are made to ensure that the farmers’ living standards do
not degrade and that their long-term livelihoods are secured.



VIl. Overview of the PRC’s Innovations
in Land Expropriation and
Resettlement Risk Management

Policies

ntroduction. Withrapideconomicdevelopmentand
social change in the PRC, there has been increasing
conflict and concern over land expropriation, which
has had important impacts on development and on
social stability. To resolve conflicts in land expropriation,
both the central government and local governments at
each level have made considerable efforts within the
existing legal framework, supported by research and
innovation, in order to develop good practice so as to
reform the current system and to provide a sound basis
for policy decisions in implementing a new type of land
expropriation system and to amend the relevant laws.

A. Rapidly Growing Number of Farmers
Affected by Land Acquisition Puts Great
Pressure on Employment

Although the State currently has control on the scale
of land use, the demand for land from various con-
struction projects is still growing unceasingly because
of rapid development, industrialization, and urbaniza-
tion in the PRC. The demand for land by nonagricul-
tural construction programs is increasing. Therefore,
there are a great number of farmers whose land has
been expropriated for construction purposes. At pres-
ent, there are no integrated statistics for the number of
farmers whose land has been expropriated, but CLSPI
has estimated, based on statistics collected in the last
few years, that from 1993 to 2003, the total amount of
cultivated land acquired for construction amounted to
1.67 million ha, and the number of farmers affected by
land acquisition numbered 36.4 million. That is to say,
about an average of 3.31 million farmers are affected
by land acquisition annually.

According to the Nationwide Overall Plan and
Outline Regarding Land Use, there is still a huge
demand on the cultivated land of 1.23 million ha
for construction from 2001 to 2010, 90% of which is
collectively-owned land that needs to be acquisitioned.
Based on the current area of the cultivated land
per person and the fact that acquisition of 1 ha of
cultivated land will make 21.5 farmers lose their land,
approximately 26.5 million farmers will need to be
resettled during this 10-year period.

At present, the labor supply each year has reached
12 million whereas there are only 8 million—-9 million
positions, and farmers in the rural areas that can be
transferred are only 5 million—6 million. The farmers
affected by land acquisition are a more fragile group
than those laid-off. Therefore, how to appropriately
resettle the balance 2.6 million, especially how to
arrange their employment training, as well as their
social security, so as to satisfy the demand on land from
industrialization and urbanization, and to maintain the
stability of the society, has become a pressing issue.

B. Low Level of Compensation and
Imperfect Resettlement Policies and
Asset Valuation Method

Apart from the LAL, there is no specified legal basis
nor systematic policies and measures for resettling the
farmers affected by land acquisition. In other words,
there is no effective security from existing policies
and regulations for the basic living and the long-term
livelihood of the farmers affected by land acquisition.
According to the LAL, the legal basis for land
acquisition compensation standards stipulated is too
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low to resettle the farmers. The resettlement policies
and measures do not have adequate provision to
enhance the livelihoods of affected people in law,
the policies and measures that protect the legitimate
interests of the farmers affected by land acquisition are
difficult to constitute, and there is no requirement for
prevention of impoverishment risks.

According to the stipulation of the LAL, compen-
sation for acquisitioned land includes compensation
for land, resettlement subsidies, and compensation for
attachments and young crops. Land acquisition com-
pensation and resettlement subsidies should be six
times and 4-6 times, respectively, the average annual
output value of the acquisitioned land, calculated on
the basis of 3 years preceding such acquisition. The
total land compensation and resettlement subsidies
will move between the low limit of 10 times and the
upper bound of 16 times, with a maximum of 30 times,
the average annual output value of the acquisitioned
cultivated land calculated on the basis of 3 years pre-
ceding such acquisition.

However, in reality, the current compensation
standards for acquisitioned land, whatever the lower
or upper limits, are insufficient to maintain the
original living standards of the farmers affected by
land acquisition. If the average annual output value of
the cultivated land in the eastern region of the PRC is
CNY800 per mu, the total compensation for land and
resettlement subsidies will be no more than CNY8,000
to CNY12,800. Even if it is 30 times that stipulated in
the Law, the total sum will just be a little more than
CNY20,000—a level that equals 1-2 years income of
a common civil servant. A majority of underdeveloped
regions and infrastructure construction projects adopted
the lower limit of the compensation standard for
acquisitioned land except for a few developed regions
and suburbs of some metropolitan areas. Compensation
for acquisitioned land is insufficient to resettle the
basic living of the farmers, let alone the training and
employment and social security for them. The process
of resettling farmers affected by land acquisition will
simply go through the formality if compensation for
acquisitioned land is not improved.

The Decision on Further Reforming and
Strengthening Land Administration by the State Council
(promulgated by the State Council No. 2004 [28]) and
its matching documents have clearly stipulated relevant
issues, such as improving the compensation standard for
acquisitioned land, establishing the system for training
and employment service for farmers, and social security

system, etc. This has initially addressed some problems
that existed in the system for land acquisition.

C. Noninclusion of Resettlement Policies
and Measures in Laws and Regulations

Farmers affected by land acquisition are on the front
line of rapid industrialization and urbanization in the
PRC. Most of them are located in the suburbs of cities,
or along the roads, or in the regions where the State is
investing in development or provinces for major projects.
Their production and livelihoods are beginning to shift
toward urbanization and nonagricultural activities.

There is an obvious lag between the speed of
acceptance by the township-based enterprises of the
farmers affected by land acquisition. Only 30% of
the affected farmers realized a change from farming
households to nonfarming households. Under the
current regulations and conditions, the farmers affected
by land acquisition, living in the suburbs of cities,
cannot be absorbed by township-based employment
and social security system until they acquire the
household registration of the towns. But the figures
based on field survey showed the following facts. In
Tianjin city, only 9.5% of the farmers who lost their land
realized the move to household register of the city. In
Shandong province, 70-80% of the farmers have their
land acquisitioned but still remained as farmers, only
20-30% of them became residents of towns. In Hubei
province, 70% of the affected farmers still remained as
registered farming households. In Zhijiang city, 50% of
the affected farmers realized the change to town-based
household register, while the other 50% remained as
farmers. If there are no proper policies and measures
to provide long-term legal protection for such a huge
social group in terms of employment and security, some
severe economic and social problems may arise.

D. Existing Resettlement Policies and
Measures for Affected Farmers Cannot
Ease Post-Resettlement Group Risk

At present, there is a diversification trend regarding
the employment and economic source of farmers af-
fected by land acquisition. Their employment sources
are more flexible than before. The five main employ-
ment strategies are as follows: (i) work out of home,
(ii) continue to engage in farming, (iii) remain un-
employed and stay at home, (iv) resettle and become
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employed (for a minority of farmers), and (v) become
self-employed and engage in the secondary and tertiary
industries. Some of those who continue to remain in
farming have intensified their production, although the
fear of future land readjustment acts as a disincentive
to investment in farm intensification.

For a majority of farmers affected by land
acquisition, losing the land means losing the most
basic and stable livelihood, even though incomes
are often lower than urban levels. In other words,
land acquisition means they will face unemployment
risk. A small proportion of farmers affected by land
acquisition are in a “Four No” status—no land, no job,
no security, and no capital for establishing business.
Worse, employment for nonfarming people is also
difficult. When all the farmers in a village group lose
all their land, or lose a large proportion of land while
the remaining portion is not enough to maintain basic
living, the impoverishment risk of the affected farmers
is transformed into a group risk.

Income restoration measures for farmers affected
by land acquisition can include the following aspects:
First, all types of compensation for acquisitioned land
and resettlement: it is a kind of one-off income. Second,
fixed wages: the farmers get jobs and fixed wages
through resettlement by governments, or in village-
owned enterprises, the enterprises that acquisition the
land, and the township-based businesses, and so forth.
Third, collective subsidies: some well-off villages will
give their villagers subsistence allowances. Fourth,
farmers find jobs on their own and earn an income:
the research shows that more than 50% of the affected
farmers largely depend on running individual and
private businesses, or engaged in the service industry,
or going out of home to seek jobs to survive. Fifth,
some of the farmers depend on house renting. Sixth,
for those farmers who are living a difficult life after
land acquisition and are transferred “from farming
to nonfarming” households, they often experience
the least secure livelihoods in the location. Seventh,
some of the farmers who take part in the old-age
social insurance system of the towns and villages
are able to access social insurance. Eighth, income
from farming the remaining land: if the income from
all these sources is not enough to sustain their basic
living, the individual risk of the farmers affected by
land acquisition will further change into a group risk.

Although individual risk may be eased by
traditional family or social relief, the group risk can
only be resolved by perfecting policies, establishing

systems, and strengthening laws and regulations.
This is an important rationale for the improvement of
policies and systems and the drafting and adoption of
new laws and regulations.

E. Analysis of the Impoverishment Risks of
Affected Farmers

Michael Cernea’s analysis of involuntary resettlement
over the last 15 years has resulted in an extremely useful
and insightful impoverishment risks and reconstruction
model (RRM) which aims to explain why resettlement
leads to impoverishment in many cases, and what
measures need to be taken to address impoverishment
risks. The impoverishment risks or impoverishment
subprocesses include:

(i)  Landlessness. The loss of land has a serious im-
pact on resettlers’ agricultural production and
income, business activities, and daily lives.

(ii) Job insecurity. It is a difficult and expensive
undertaking to provide new jobs for the un-
employed. Therefore, unemployed resettlers
have to suffer for a long time before they can
get a new job.

(iii) Loss of homes. The loss of homes marks a
dramatic decline in living standards. For many
people, it is a serious outcome. From a broad
perspective of culture, the loss of home implies
the loss of one’s own cultural space, in the wake
of which a feeling of segregation is a result.

(iv) Marginalization. Many resettlers find no scope
in the new environment to use their previous
skills, and they are unlikely to be compen-
sated. Involuntary resettlement is regarded
as a degradation of social status that upsets
people, makes them feel frustrated, and can
even lead to abnormal behavior.

(v)  High rate of illness and mortality. The serious
decline in health is caused by factors, such
as social pressure rising from development,
instability, psychological trauma, and disease
infection in the process of resettlement.

(vi) Food insecurity. In some extreme cases, reset-
tlers may be prone to malnutrition.

(vii) Loss of access to communal property. For the
poor, especially for those who have no land
or other assets, they lose their access to
communal property or infrastructure facilities,
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which leads them into difficult income and
living scenarios. Even worse, sometimes local
governments refuse to provide compensation

for them.
(viii) Disintegration of social organization (social
disarticulation). Involuntary resettlement

disrupts the existing social structure: it makes
the social groups and social organizations
more loosely related and estranges relatives.
The mutual supporting relationship network,
harmonious small groups, and voluntarily
organized service groups are broken.

The loss of land, job insecurity, and poor long-
term guarantees of livelihood are the major risks facing
land-loss farmers. Since data and information on other
risks are difficult to collect, the report has focused
on the risks of the loss of land, job insecurity, and
marginalization, especially for vulnerable groups, such
as the poor and the elderly. Where reemployment is
not feasible for APs, there should be long-term income
guarantees. However, the eight risks in the model do
exist in PRC’s land acquisition and resettlement

F. Impoverishment Risks and Land-Loss
Farmers in the PRC

1. Affected Farmers by the Amount of Land
Acquisition

The farmers affected by acquisition fall into three
categories according to the amount of land that has
been acquisitioned:

(i) Category I, farmers whose land was totally
acquisitioned. Most of them live in the
suburban areas, and some of them live in
the rural areas, such as those who lose all of
their land because of reservoir construction.
Experts estimate that farmers whose land
was totally acquired accounted for 35-40%
of farmers whose land has been acquired.
A survey conducted in the Guangxi Zhuang
Autonomous Region found that farmers whose
land was totally acquired accounted for 35%
of those whose land has been acquired.

(i) Category II, farmers whose land was largely
acquisitioned. They have a little land left for
cultivation, and they are still registered rural
residents. They may live in the suburban

and rural areas. A survey conducted in the
Guangdong Zhuang Autonomous Region
found that farmers whose land has been
largely acquisitioned and have per-capita land
area of below 0.5 mu accounted for 38% of
farmers whose land has been acquisitioned.

(iii) Category III, farmers whose land was partially
acquisitioned. They are still registered rural
residents. These people are mostly living in
the rural areas, and their land is acquisitioned
due to infrastructure construction, such as
transport projects.

2. Impoverishment Risks of Affected Farmers

Farmers of different categories are burdened with
different risks. Their impoverishment risks can be
divided into the following aspects:

a. Loss of income

The loss of income as a result of losing the land,
which is a key asset in rural livelihood strategies, is a
major problem confronting resettled farmers. This loss
is particularly severe when land-loss farmers have no
other secure income sources.

Generally speaking, income loss for farmers
affected by land acquisition increases in severity over
time. At the initial stage, most resettled farmers may
live a reasonable life since they receive a one-off
compensation payment. For some, this payment may be
sufficient to pursue livelihood strategies that provide an
additional source of income. However, with time their
living conditions may decline, including the individual
health status and the ability to seek employment
and development. Farmers, especially those whose
education or skill levels are lower or those who lack
the capacity for adapting to the social transition, or
have no planned consumption, or lack the capacity of
seeking employment opportunities or establishing their
own business, tend to gradually fall into poverty.

From the perspective of regions, in developed
regions, land acquisition is an opportunity for most
farmers but a worry for a minority of farmers. In
developed regions, there are currently plenty of
employment opportunities in the secondary and tertiary
industries. For example, some farmers affected by land
acquisition make use of the compensation to run small
shops, or to build houses for renting, or to buy vehicles
to engage in transportation. These are all good ways
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to make money. Some village collectives make use of
compensation to run businesses or to build factories to
rent, which increase their earnings. All in all, the loss of
income from farming has no significant impact on the
gross income because the income from farming only
accounts for a rather small proportion of gross income.
On the other hand, the income from trading or industry
is higher than that from farming; therefore, the affected
farmers will enjoy a higher income level on the whole.
However, in most underdeveloped areas, the overall
income level of the farmers affected by land acquisition
declines and the income gap becomes bigger. Farmers
whose land is totally or partly acquisitioned may fall
into absolute poverty. Even farmers in the same region
have obvious differences in income.

From the perspective of expenditure, the growing
item of expenditure is for personal consumption among
the farmers affected by land acquisition. The hard
expenditure is not only for water, electricity, and coal,
but also for agricultural products, such as foodstuff
and vegetables, which are previously available on
subsistence basis, often with some surplus. Moreover,
due to the increased consumer prices after land
acquisition, in most regions the living expense per
person generally increases by 30% compared with that
prior to land acquisition.

From the perspective of the purpose for land
use, land acquisition for town construction, especially
for commercial use, will allow a higher compensation
standard and create more reemployment or self-
employment opportunities, and the affected farmers
would be less likely to become poor. But land
acquisition for building infrastructure (such as railway
and road) or public interest, or for building reservoir or
agriculture purpose, the compensation standard is very
low; thus, the affected farmers will be more likely to
fall into poverty or face impoverishment risks.

Therefore, farmers who lose a majority of their
land suffer the most from income decline due to land
acquisition and those who lost a small portion of their
land suffer the least.

b. Employment difficulties

Employmentdifficulties caused by land acquisition
are mostly manifested by two aspects:

(i)  Highunemploymentrate. Employment difficul-
ties can be seen in higher jobless rates among
land-loss farmers. At present, land-loss farm-

ers are mostly resettled with cash payments
and are obliged to find employment in the
marketplace. However, as land-loss farmers
are generally poorly educated, poorly skilled
in nonagricultural labor, and are a vulnerable
group within the labor market itself, employ-
ment after land-loss is their greatest difficulty.
This is also a considerable problem for local
governments.

(ii) Insecure employment. Surveys found that most
land-loss farmers secure a living through find-
ing jobs in cities, or else through finding jobs
in local rural enterprises, finding temporary
and casual employment, or becoming self-
employed, typically selling goods as a market
or street vendor. But generally, in most in-
stances, such employment is unstable.

The few land-loss farmers, who are fortunate
enough to be employed in local rural enterprises, also
face high risks of unemployment. There is often severe
competition for jobs in local rural enterprises, yet such
enterprises are often economically uncompetitive in the
market, and so are susceptible to closure, with further
unemployment. In terms of unemployment after land-
loss, often those land-loss farmers in the suburbs of
towns and cities face lower risks due to availability
of more opportunities for lower-grade, unskilled
nonagricultural employment. However, in cities with
slow economic growth, land-loss farmers face a high
risk of unemployment or low wages.

c. Job insecurity and poor long-term
guarantees of livelihood *°

Given the speed and extent of change within
Chinese society, existing social provision has faced
considerable challenges and, in particular, a system of
social security for farmers has not yet been established,
and the social welfare of farmers continues to
be dependent on previous arrangements. In fact,
throughout a period of profound change, access to
land of a viable size—inside or outside of collective
farm units—has been the most stable guarantee for the
long-term well-being and livelihood of people in the
rural areas. Thus, after land is acquisitioned, how to

! In the PRC, social security systems have just started to be set up in cities and do not
cover the rural areas. Farmers have not enjoyed the benefits brought by social security
systems. But as members of village collective economic organization, farmers will get
a piece of land and get steady earnings from it. Although land ensures subsistence for
farmers, this is decided by Chinese internal conditions.
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establish a long-term livelihood for land-loss farmers
has become the key issue. In recent years, some local
governments have begun to establish social security
systems for land-loss farmers, with distinctive results.
But for most land-loss farmers, their greatest worry is
that their futures and livelihoods are now chronically
uncertain. Most land-loss farmers do not participate in
any insurance programs. And at the same time, they
have no medical insurance. Many land loss farmers
enjoy neither rural cooperative medical insurance nor
medical insurance for urban workers. If they are ill,
they face an acute crisis. Besides, vulnerable groups,
such as the elderly, the disabled, women, and the poor,
deserve special attention.

The summary of the extent of risks facing farmers
with different degree of land-loss is shown in Table 6.

In terms of the degree of risk, full land-loss
farmers face the highest risks of impoverishment,
followed by farmers in the rural areas who have little
land left, while farmers in urban suburbs who have a
little land left face lower risk. Land-loss farmers who
retain more land face the lowest risk.

In terms of the degree of stability, those in the
urban suburbs and rural areas who lose only a little
land live the most stable life. Those in urban suburbs
who lose most land but still retain a little arable land
live a relatively stable life. Those farmers in rural areas
who lose most land live a relatively unstable life, and
those who lose all land face the most uncertain future.

Table 6: Degrees of Risk for Land Loss Farmers

G. Explaining Impoverishment

1. Land Dependency

Successful income restoration contributes not only to
pension or income from land loss compensation, but also
contributes to the income generated from secondary or
tertiary industries, which are less dependent on land.
Those whose incomes suffer the greatest decline are
those who have a high dependence on land, and once
this important resource is lost, and in the absence of
new income sources, they are likely to see their income
decline sharply. Some affected people, such as the
disabled or senior citizens in particular, may even find
themselves plunged into extreme poverty, living off
meager compensation, and unable to secure alternative
sources of income.

Farmers whose income comes mainly from
nonagricultural sources tend to be in a stronger position
and evidence suggests that this affected group may see
their disposable income rise and consumption increase
significantly faster than the average. For farmers who
work on land allocated by the Collective, and who can
work in companies especially set up by the Collective
after their land is taken, their income and consumption
are less likely to decline. But for farmers who rely on
land for basic living, land loss takes a much heavier toll
on their welfare.

Category Reduction of Difficulties with Fewer Long-Term
Income Employment Guarantees of Livelihood
Full land loss Urban suburb XXX XX XXX
Rural area XXX XXX XXX
Most land loss Urban suburb XX XX XX
Rural area XX XXX XX
Less land loss Urban suburb X X X
Rural area X X X

XXX = High risk; XX = Medium risk; X = Low risk.
Source: Prepared by CLSPI.
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2. Lack of Employment Training and Low Social
Security Assistance

Many factors contribute to impoverishment risks arising
from land acquisition, but the lack of employment
training and social security system are foremost causes
of poverty.

When farmers’ income is not enough to cover
their basic living after their land is totally or partly
acquisitioned, the key to preventing impoverishment
risk is to reemploy the new nonfarming people in
order to provide a new income source. This requires
a big career change from farming to nonfarming. To
accomplish this, it is impossible to be employed without
being trained. Without adequate skills or training, it is
inevitable that some of the farmers affected by land
acquisition will suffer employment difficulties or low-
quality employment, having no income or only a low
level of income, and then plunging into poverty because
there is no proper employment training mechanism for
them. As for the farmers who are old and unable to
work, they will surely be driven to poverty if no social
security system catering to them is established.

3. Differential Treatment of Land-loss Farmers
based on Gender, a Hidden Culprit for Poverty

In terms of gender, failure to guarantee the interest of
female farmers in land acquisition has led to gender-
based poverty risk, since land was also a major source of
income and living security for women who became urban
citizens. In the process of extended land contracting that
began in 1998, such gender discrimination came to the
fore, as some regions might allot land proportionally
to men and women while some other areas failed to
give due shares to women in practicing reallocation
of landholdings. Because the land policy remained
unchanged for 30 years, when a woman married, she
lost her entitlement to a land allotment and, in addition,
her original share in her mother’s home/land was also
taken. As a result, many women found themselves
deprived of any land under their name. In addition,
despite the appreciation of land values in suburban
areas and better treatment for resettled villagers, many
women were still deprived of such benefits since their
“registration” was forced to change or was suspended.
Thus, the average income of such women is lower than
that of men in the rural areas.

Women’s interest was hurt because their mobility,
which resulted from marriage, is not matched by the

change in their title to land rights. In addition, the
stable land policy, advocating land area stability despite
shift in population and permitting little adjustment,
puts women at a disadvantage when it comes to their
rights, despite the fact that such arrangement helps
ensure social justice. What is more, gender bias among
folk practice has also deprived many women of their
right to own land. Given these reasons, gender-based
poverty risks and differentiated treatment deserve
greater attention.

H. Analysis of Current Resettlement
Policies and Practices for the Prevention
of Impoverishment Risks

In practice, the policies for resettlement of farmers after
land acquisition by the Government centers mainly
on a number of basic resettlement modes, such as
(i) cash compensation, (ii) employment compensation,
(iii) resettlement in farming, (iv) resettlement through
land reallocation, (v) housing compensation, (vi)
social security compensation, etc. At present, cash
compensation is the main method and the resettlement
mode is often single. Other resettlement modes, such
as social security, are only applied on a very small scale
and have only recently been introduced. To sum up,
current compensation and resettlement methods are
at a low level and are generally ineffective in solving
problems, such as basic living, employment, business
establishment, social security, etc., for the farmers
affected by land acquisition (see Table 7 for comparison
of the resettlement modes).

The above problems may be resolved by
adopting positive employment promotion polices and
establishing corresponding social security systems,
which are drawn from international experience and
some preliminary trials in the PRC. Therefore, to
perfect the policies and measures on resettlement for
the farmers affected by land acquisition, the authorities
not only need to pay attention to the combination of
cash resettlement, employment (employment and
skills training) resettlement, farming resettlement,
land-reallocating (land-for-land) resettlement, housing
resettlement, social security resettlement, etc., but
should also identify the orientation of the policy—giving
highest priority to employment promotion and social
security resettlement. This aims to avoid the limitation
and negative effects that all the resettlement modes
may bring about and to achieve the objective of the
policy, that is, to resettle the farmers affected by land
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acquisition. There are advantages and disadvantages in
current resettlement policies and measures:

1. Cash Compensation/Self-Resettled

Cash compensation is the primary method currently
in use. It gives resettlement subsidies and sometimes
partial or total land compensation to affected farmers
as a one-time cash payment, allowing them to restore
their livelihoods all by themselves. Over recent years,
the traditional employment resettlement methods
are no longer welcomed by farmers and land users,
but it is difficult to arrange and provide no long-term
guarantee. Therefore, the cash compensation method
is the most favored option for 90% of the construction
land-use programs submitted for the approval of the
State Council. According to the 2002 survey conducted
by MLR in 16 provinces (cities, districts) from 2000 to
2001, 60%-80% of the resettlement of affected farmers
is based on this method. The proportion in Tianjin,
Zhejiang, Shanxi, Guangdong, and Hebei is more than
90%. The proportion in Shijiazhuang, Harbin, Hefei,
Lanzhou, and Nanning is as high as 100%.

Cash compensation has the advantage of being
easy to administer and is accepted by farmers. It is
suited to young people and farmers who are working
out of home, but not so favorable to groups between
45 and 60 years old or to farmers with low-level labor
skills. It is applicable to the developed coastal area but
not to the underdeveloped mid- or western region.
Under the current social conditions, it is rather difficult
for the farmers affected by land acquisition to seek jobs
by themselves. In some developed regions, farmers may
find jobs in thriving secondary or tertiary industries.
But in the underdeveloped regions, the farmers’ basic
living, employment, business establishment, and social
security cannot be radically changed as farmers become
landless after land acquisition and the compensation
for acquisitioned land is rather low. The farmers
affected by land acquisition, who have limited options
in terms of production and living, are all concerned
about their living and their offspring because the cash
compensation is not enough to cover their basic living
and long-term livelihood.

2.  Employment Resettlement
Employment resettlement is not used so often.

Arrangements are made for affected farmers to work
for enterprises that used the land or others that need

labor, and the resettlement subsidies are paid to such
enterprises. Some places in Shanghai adopted this
method. From 2000 to 2001, about 13.7% of the work
force comprised those affected by land acquisition and
were employed by land users.

One advantage is that it guarantees timely
employment for the farmers and a relatively secure
income. But with the establishment of the socialist
market economy, the domicile system, and the reform
of the employment system, the original employment
resettlement and the transformation method “from
farming to nonfarming” have lost their functions
and meaning in practice. As a consequence, the
farmers—who have less education and typically have
no marketable skills—are in an extremely vulnerable
position in the increasingly competitive urban labor
market. They are vulnerable to being laid off and have
to suffer unemployment and poverty even if they are
employed for a short time. There is obvious limitation
to make use of some town- or village-run enterprises to
implement employment resettlement. On the one hand,
the limited capacity of town- or village-run enterprises
makes it impossible for them to solve the employment
problem for a large number of farmers affected by land
acquisition. On the other hand, town- or village-run
enterprises are vulnerable to competition and subject
to bankruptcy, which is more likely to lead affected
farmers to unemployment and poverty again.

3. Farming Resettlement

Farming resettlement is an important method in
addition to cash resettlement. Affected farmers can
again obtain land through land readjustment among
collective economic organizations that receive land
compensation and subsidies.?® The survey conducted
by MLR shows that this method is popular in less-
developed regions and areas with more per-capita
cultivated land, such as in Guangxi and Gansu, where a
significant amount of land readjustment has been done.

2 Under the Law on Rural Land Contracting of the PRC, chapter 27, within the validity

term of a contract, the party that gives out a contract must adjust the contracted land.
In special conditions, the adjustment of land contracted shall get the consent from
over two thirds of the majority of the villagers” congress or over two thirds of villagers’
representatives and then be submitted to the township people’s government and the
administration department of the people’s government of the county for approval.
Actually, farmers whose land is acquired for projects, such as building speedway
or railway, will be resettled by means of adjusting their contracted land (existing
farmland is reassigned to affected farmers by taking some land allocated to unaffected
farmers) when the number of affected farmers is small in collectives where per-capita
arable land is higher. This resettlement method is against the law.
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Land acquisition for infrastructure construction and
for township development will have a higher rate of
land readjustment because there is usually an adequate
amount of farmland remaining in the affected villages.

Farming resettlement policy is constrained by
overpopulation and paucity of land resources. It can
only be achieved through land readjustment. Moreover,
it may lessen the income of all the farmers and, thus,
affect the implementation of the policies and measures.
Only in the northeast PRC—where reasonable land

resources are available—is farming resettlement
feasible.
4. Shares Resettlement

One method involves the payment for land
acquisition, including land compensation and resettle-
ment subsidy, being invested collectively in the form
of shares to develop and expand the collective econo-
my, and then provide employment opportunities and
living guarantees in the form of dividends for the farm-
ers affected by land acquisition. Another method would
enable the farmers to participate in the allocation of
profits and realize their interests in land through capi-
talization and joint stock system on the basis of coop-
eration on land-use right after land acquisition. It is
notable that the market risk and the operation risk are
unavoidable regardless of the investment method, the
scale of the enterprise. or the situation of the indus-
try. Most of the land compensation is used for building
houses and buying machines to establish businesses
in most regions. But such enterprises frequently suf-
fer heavy losses due to their poor operating skills and
severe market competition. Moreover, once the enter-
prises close down, the village collective may not have
accumulated assets, and may even be in heavy debt
and cannot assist the farmers.

5. Housing Resettlement

After acquisitioning collective land, multistorey
buildings are constructed under the standard of
modernized residential areas in cities for the farmers
in the borders of towns and counties. This not only
resolves the settlement for farmers affected by land
acquisition but also allows them to rent their spare
house(s) to increase income, accelerating the transition
process from farmers to urban citizens. It is one of the
effective ways to resolve the settlement problem for
affected farmers.

21

6. Land Reserve Settlement

In addition to cash compensation given to farmers
affected by land acquisition, a proportion of land
assigned for nonfarming construction purposes should
be reserved for collective economic organizations to
conduct business or land development so as to resettle
affected farmers.

The land reserve resettlement method emerged
first in the special economic region of Shenzhen at the
beginning of thel990s. At that time, Shenzhen was
facing the problem of how to turn the land in the special
economic area into state-owned land. It proved to be
a success. Currently, this resettlement mode has been
adopted by most of the suburbs around large cities or
developed areas mostly in domestically funded projects
because the land property industryis developing fastand
the land prices are generally higher. The reserve land
retained typically accounts for 5-10%, or even as high as
15%, of the total acquisitioned land. Local government
will adopt beneficial policies for the retained reserve
land, including (i) allowing the development of second
and third industries, (ii) returning most of the remise
income,? and (iii) reducing or eliminating taxes or
charges. It permits affected farmers to retain certain
pieces of land for commercial development, which is
highly profitable. It may help the affected farmers with
direct employment by developing the second and third
industries. It may also provide security to all villagers
through expanding the collective economy.

7. Social Insurance Resettlement

Social insurance resettlement has emerged in relatively
developed provinces and cities and has been useful in
paying for old-age insurance and medical insurance.
The land compensation and resettlement subsidy is
used to purchase insurance, gradually building a social
insurance system for affected farmers. Zhejiang and
Jiangsu provincial governments put in place policies
last year to establish basic living allowance system
for land-loss farmers. Shanghai, Chengdu in Sichuan,
and Jiaxing in Zhejiang also adopted social insurance
resettlement successively. Since 1990, Jiaxing has
provided old-age insurance, job-seeking fees, and land
acquisition information brochures to those affected

After a piece of collective ownership land has been expropriated into state ownership
land by the Government, it can be used for the purposes of economic construction
when the users have paid an amount of money to obtain the land-use right called land
transfer price (to the Government it means remise income). The remise income can be
regarded as income from land rent obtained by the Government.



44 Capacity Building for Resettlement Risk Management: People’s Republic of China Country Report

farmers who have been converted to urban residents.
They have been incorporated into the social insurance
system for urban residents and secured a basic living
allowance.

The establishment of this mechanism for farmers
to share the fruits of industrialization, urbanization,
and modernization is really a good strategy. But this
resettlement mode needs to deal with the farmers’
short-term (e.g., transition subsidies for unemployment,
training, education, and medical costs) and long-term
living (e.g., old-age pensions, welfare, and medical
costs); for young adults, the emphasis should still be
on employment resettlement. It also requires that the
local governments have enough economic strength to
sustain the programs. Issues to resolve include what
level of insurance should be provided for the affected
farmers, and what level can be provided for them in
practice. Such problems have emerged in the process
of establishing a sustainable system and need to be
further studied systematically.

In conclusion, under the increasing economic
competition and the rising higher economic risk,
employment training and social security for the
farmers affected by land acquisition must be taken
into consideration in deciding the type of resettlement
compensation. Employment training and social security
for the affected farmers will provide institutional
guarantee for their transformation from farmers to
urban citizens.

I. Recommendations to Improve
Resettlement Policies to Address
Impoverishment Risks

1. Employment Promotion

Expand employment opportunities and provide a range
of compensation and resettlement assistance options for
affected farmers according to the employment policy
for the unemployed and establish an employment
promotion policy appropriate for affected farmers.
Opportunities should be explored to improve the
employment opportunities of communities to meet
the real-life demand from the labor market and the
township-based residents. Assistance should be given
to affected farmers for reemployment to benefit the
development of the city and improve the living standards
of residents through unifying the reemployment of the
affected farmers with other issues in the cities, such
as afforestation, environmental protection, sanitation,

transportation, and service facilities for the public.
This can be achieved in part by pursuing a range of
reemployment strategies. Reinforce the promotion and
education on the concept of equal employment and
encourage affected farmers to obtain employment in a
nonfull-time system (nonfixed unit and in a part-time,
season-based, and flexible work system).

Help the affected farmers who are unable to find
jobs to obtain contracts on high-value market gardens
(e.g., vegetables, flowers, seedlings, herbs, etc.) so
they can continue to engage in farm production and
fully utilize their skills.

The Government should bring the affected
farmers into the policy coverage for microcredit
or loans in order to provide favorable policy for
their reemployment. The authorities, including the
commercial and industrial department, the civil
construction department, the taxation department,
and the finance department, should help the affected
farmers in such things as providing small loans and
favorable taxation, etc. when they establish their own
businesses, or seek employment by themselves, or
organize a group to seek employment. This aims to
gradually improve their living standard. The policy of
microcredit or loans has been implemented for many
areas. The farmers affected by land acquisition should
be targeted in applying this favorable policy as soon
as possible in order to improve their enthusiasm and
the success ratio in self-employment attempts and
independent job hunting.

Establish the financial security mechanism for
the reemployment fund. The reemployment fund is
so crucial an element of public finance that the finance
departments at all levels should adjust the fiscal
expenditure structure and increase the contribution
to the reemployment funds to gradually guarantee the
system.

Reinforce training for reemployment skills and
strive to expand the training available in establishing
businesses. Provide technical training at all levels
with the emphasis on relevance to market conditions,
practicability, and effectiveness, which should be based
on innovative training and work mechanisms, as well
as the employment need and structural change of the
labor market. Encourage all persons to participate in
reemployment training and inspire their enthusiasm;
make more effort in training on establishing businesses,
provide necessary training on the basic knowledge and
needed abilities for the qualified farmers affected by
land acquisition to foster a group of small-business
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Table 7: Comparison of Different Resettlement Modes
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Resettlement

Content

Advantages

Disadvantages

Conditions and

(Cash
Compensation)

pensation fee) are paid in lump sum
to land-loss farmers for them to find
their own means of livelihood.

affected farmers

Mode Targeted Regions
Money Resettlement subsidies (sometimes  Easy to operate; Not enough to cover Suited to young people
Resettlement including all or part of land com- more acceptable to the  their basic living and and farmers who are

long-term livelihood

working out of home;
suited to the developed
coastal area

Employment
Resettlement

Land-loss farmers are employed by
the new land users; resettlement
subsidies in land compensation are
paid to the new land users.

Guarantees timely em-
ployment and relatively
fixed income for the
farmers

High risks of suffering
from unemployment and
poverty even if farmers
are employed for a while

Rarely used

Farming
Resettlement

Land from inside of the collective
economic organization is adjusted
for land-loss farmers to obtain land
from within the same location. Ac-
cordingly, land compensation and
resettlement subsidies are retained
inside the collective economic
organization.

More acceptable for the
affected farmers as they
can continue to retain
some fields

Land area is limited;
contradicts the Rural
Land Contracting Law

Applicable in under-
developed areas and
in areas where per-
capita land is relatively
adequate

Shares
Resettlement

Payment for land acquisition,
including compensation for
acquisitioned land and subsidies
for resettlement, will be invested
in the form of shares and in a way
of concentration and unification.
On the other hand, the farmers can
participate in allocation of profits
through capitalization and joint-
stock system based on coopera-
tion on land-use right after land
acquisition.

Reduces the short-term
financial pressure of the
Government; retains

or provides long-term
revenue for land-loss
farmers

Unavoidable market risk
and operation risk

Applicable in acquisition
projects that can yield
stable and long-term
returns

Housing
Resettlement

Multistorey buildings are construct-
ed using standards of modern-
ized residential areas in cities for
farmers in the border of towns and
countries.

This provides the settle-
ment for land-loss farm-
ers and also allows them
to rent their idle house(s)
to increase revenue

Uncertain legitimacy for
the farmers to rent their
houses

Applicable in the
suburbs

Land Reserve
Resettlement
Social Insurance
Resettlement

In addition to cash compensa-
tion, certain proportion of land or
nonagricultural land for construc-
tion usage will be retained and
allocated, according to land usages
decided by city planning, to land
loss collective economic organiza-
tions for development and opera-
tion or resettlement of land-loss
farmers.

Provides jobs for some
land-loss farmers by
developing secondary
and tertiary industries.
Stronger collective
economy can also pro-
vide multifaceted social
security for the affected
farmers

Limited application
scope; hard to coordinate
the usage of the retained
land with overall city
planning; detrimental

to the rational usage of
urban land

Applicable in suburb
and relatively developed
regions

Social
Insurance
Resettlement

Subsidies for resettlement, all or
part of land compensation fee will
be used to buy social insurance,
such as old-age pension, unem-
ployment insurance, and medical
insurance, for land-loss farmers.

Allows the farmers to
share the fruits of indus-
trialization, urbanization,
and modernization

Balances the relation-
ship between short- and
long-term livehoods

Applicable in relatively
developed regions

Sources: Prepared by CLSPI.
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entrepreneurs and independent job hunters, thus
drive more affected farmers to realize reemployment,
and then form positive interaction among training,
business establishing, and employment. Strengthen the
relevance of the self-employment training and combine
it with business-starting instruction, microcredit or
loan, and taxation remission and provide continued
support in order to set up a unified service for the
affected farmers and help them to establish businesses
successfully. Areas where conditions are most favorable
may be set up for establishing businesses.

Make more effort in providing reemployment
service and optimizing the employment environ-
ment. The employment security departments should of-
fer free employment introduction and instruction for the
farmers affected by land acquisition, continually expand
the function of employment service and strengthen its
agent role in the employment security issues. The public
employment agencies should provide unified services
that can facilitate the farmers in a true sense once they
enter into an agency. These services include information
inquiry, application register, employment instruction,
training appraisal, archives trusteeship, and continued
social insurance. Strengthen the design and adminis-
tration of the labor market. Form the multitiered and
comprehensive normative employment service network
with reasonable layout and multipurpose in order to
provide all kinds of timely and effective employment
information for the laborers. Standardize the behavior
of the employment agency. The employment security
department, public security department, and industrial
and commercial department should make more effort
in law execution and inspection and resolutely investi-
gate and prosecute illegal labor market, make full use
of the bridging role of the market in employment, and
protect the affected farmers’ legitimate interests in the
process of job hunting. Strengthen the construction of
the fourth-grade employment security system and the
stipulated six aspects that should be “in place”, includ-
ing agency, personnel, funds, venue, system, and work,
as soon as possible.

Establish and perfect the reemployment
support mechanism to help the affected farmers
in difficult conditions to get reemployment. The
support mainly targets the “40/50” featured persons
(female: 40 years old and above; male: 50 years old
and above) and families in which the couple are both
unemployed in an effort to ensure at least one of them
is employed. Therefore, the survey on the people
in difficult conditions must be conducted carefully.

Further, find out the scale and the basic information of
the 40/50 featured persons and unemployed persons,
build up tracking service system, adopt “one person, one
card” administration pattern, achieve “five clearness”,
that is, to be clear about the family, the employment
inclination, the technical level, the income level, and
the employment destination, and establish classified
account according to their employment inclination,
age, technical level, and so on. Strengthen the
relevance and practicability of reemployment. Provide
the people that have difficulties with unified service,
including policy enquiry, employment instruction,
employment introduction, technique training, and
labor security issues acting service; increase the
nonprofit undertakings. Increase the undertakings
according to the characteristics and the demand of
the people with difficulties. The “40/50” featured
people and unemployed persons will be first assisted
for employment in the nonprofit undertakings funded
by the Government; expand the long-term stable
reemployment assistance base and fulfill the relevant
preferential policies.

Establish and implement a nationwide training
program for the farmers affected by land acquisition,
integrate training resources, innovate training method,
and improve training quality. Set up the television-
based (remote) nationwide training program and
practice the “sunshine” project focusing on transition
training, the nationwide training program for skilled
workers, on-the-job training program for the affected
farmers and consummate relevant policies with a target
on the farmers affected by land acquisition based on
their different training needs.

2. Establishment of a flexible social security system

Provide old-age security for affected farmers. The
precise process for delivering such social security
assistance can be worked out based on the prevailing
conditions in the PRC, the phase of development of the
social security system, and the state of affairs of the
affected farmers. And finally, a flexible old-age security
system should be established, which should be in line
with PRC’s national conditions, focused on individual
AP’s accounts with reasonable security and flexible
payment method, transferable, adaptable, and widely
applicable.

At present, the flexible old-age security system
is not a theoretical assumption anymore—it has been
put into practice. The innovative village-based, old-



Overview of PRC’s Innovations in Land Expropriation and Resettlement Risk Management Policies 47

age social insurance system in the Daxing district of
Beijing city is an attempt to implement a flexible old-
age security system. The Nationwide Village Old-age
Social Insurance Work Symposium, which was held in
December of 2004 in Yantai city of Shandong Province,
has made arrangements to establish the flexible old-
age security system pertaining to the farmers affected
by land acquisition. In April 2005, Shanxi Province
published the Notice Regarding Implementation of
the Social Insurance Work of the Township Business
Workers according to the abovementioned assumption.
As aresult, 3.75 million workers in township businesses
of the province will be absorbed into the flexible old-
age security system. There are 2.74 million workers
included in the basic township-based workers’ old-age
insurance—the result of a 20-year effort. This practice
in Shanxi province will essentially change the current
structure of the social security system. The flexible old-
age social insurance system may become a dominant
model for social insurance in Shanxi province. This
innovation in Shanxi province may become a model for
the whole nation.

Provide basic, low level, comprehensive, and
multi faceted medical health insurance. Practice
different medical health insurance models in line with
the local economic level. In poor areas, insurance will
be given to people who have minor illnesses, and in
areas that are not poor, insurance will be given to
people who have serious illnesses. In this way, medical
insurance will meet the basic requirements of farmers
affected by land acquisition.

Establish a foundation for a social security
system for affected farmers. The foundation can be
financed through the following channels:

(i) Government-appropriated funds that repre-
sent the public financial responsibility un-
dertaken by the State or by the Government.
These funds include money allocated for the
management and operation of the social secu-
rity institutions for such farmers, the special
subsidies for the old-age pension insurance
and medical insurance programs, as well as
expenditures for reducing charges for farmers
and for improving their livelihood.

(i) The Government’s net income from land
transfer.

(iii) Yield of the nationwide social security fund,
the contributions by units and individuals
from all the society, and the income from

@iv)

the liquidation of state-owned assets. As
the social security funds for the farmers
affected by land acquisition, funds from the
Government should first be put in place; the
Government may pay by installment if it is
difficult to pay the entire sum in that year;
however, the Government needs to fix an
annual contribution plan in order to ensure
adequate funds.

Reform the land acquisition system, enhance
the compensation standard for acquisitioned
land, and maintain necessary policy space
to resolve the problems concerning social
security of the farmers affected by land
acquisition.

*  First, amend the clauses stipulated in the
LAL that are unsuited to the requirement
of the market economy and the protection
of farmers’ interests. Improve the status
quo of the existing land acquisition
system, which stipulates a rather low
compensation level to the farmers and
acts against the market economy and the
basic law of urbanization.

* Second, establish appraisal methods
and define reasonable compensation
for acquisitioned land based on mixed
factors, including original revenue,
the future purpose, location, quality,
and supply and demand relations,
combing with social security level for
the township-based residents and the
actual demand for the future survival
and development of the farmers affected
by land acquisition. Maintain necessary
policy space for the purpose of resolving
the problems concerning basic living,
employment, and social security in order
to provide essential system arrangement
for solving these problems.

*  Third, according to the actual social cost
for resettling the farmers affected by land
acquisition, establish the basic principle
to which the minimum compensation
standard for resettlement should con-
form, such as basic living, employment
training, and social security of the farm-
ers; enhance the compensation standard
to a reasonable level; improve the com-
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pensation allocation method; consum-
mate the compensation mechanism; and
prevent lowering the compensation for
acquisitioned land.

3. Specify the Main Responsibilities of the
Government in Resettling Land-loss Farmers

Specify that the governments are responsible for dealing
with the issues concerning basic living, employment
training, and social security for the farmers who lose
their land as a result of land acquisition by the State.
Formulate a mechanism for sharing responsibility
among the governments, collectives, and individuals.

4, Improve the Calculation Method for Land
Compensation and Resettlement Subsidy

Fix the level of subsidies or compensation to meet the
actual social need, including covering the cost of basic
living, employment training, and social security for the
farmers affected by land acquisition. The following are
the detailed recommendations:

(i) The security level should not be less than
the minimum living security standard of
the local residents, or less than the 2-year
long unemployment insurance premium
and necessary employment training fee.
Also, establish an essential fund focusing on
medical insurance for serious illness.

(i) Unify the concept of land compensation and
resettlement subsidy as “compensation for
resettlement,” subdivided into compensation
for basic living, compensation for employment
training, and compensation for social security.
Bring the farmers affected by land acquisition
into the local social security system. Provide
unemployment insurance for the affected
farmers who cannot find jobs in time. Provide
the minimum living security standard for those
who are still living in poverty because they
lack capabilities to be employed after being
on unemployment insurance for 2 years.

(i)

5. Amend the Taxation Policy

The taxation policy has to be amended according to
the principles of priority and privilege for the affected
farmers.

®

(i)

(dii)

@iv)

Establish a taxation remission policy and
subsidies policy on the charges for old-
age insurance for farmers affected by land
acquisition, and establish schemes exempting
the interest tax on the old-age insurance
funds and other support taxation schemes.
Amend the existing taxation system for
the acquisitioned land. Make appropriate
adjustment on the taxation increases in the
process of land acquisition, which mainly
include occupancy tax for cultivated land,
expenses for reclamation, the new added
compensation for using the construction
land, the new garden development funds, the
expenses for administration of acquisitioned
land, the expenses for the restoration of forest
vegetation, the funds for water conservancy
construction, the surcharge on education,
and so on. Enhance the compensation to
the farmers without increasing the cost
for land acquisition by the land user in
order to generate good relations between
the Government, the land user, the farmer
collective, and the individuals in terms of the
allocation of income from land and, finally,
protect the interests of the farmers.

Set up a real estate tax and increase the value-
added tax on land.

Reform the existing budgetary estimate
system for investment in construction projects
and increase the proportion of expense
for acquisitioned land in the investment in
construction projects.

6. Improve Women'’s Land Rights

@

(i)

Explore the transfer method for land-use
rights in the process of land acquisition and
involuntary resettlement particularly in light
of problems that arise over the changes in
marital status and the nontransferability of
land, to seek a balance between land stability
and land adjustment in order to resolve the
contradiction between long-term stability of
land contracting rights and fair adjustment in
land.

Governments at all levels are advised to at-
tach great importance to land contracting
rights for rural women with the aim of pro-
moting agricultural development and main-



(dii)
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taining rural stability, as well as safeguarding
farmers’ interests. Publicize and comprehen-
sively carry out the Rural Land Contracting
Law. Progressively correct customary practice
and regulations that are against the principle
of gender equality and violate women’s land
contracting rights. Enhance farmers’ aware-
ness of safeguarding women’s land rights in
line with laws. It is suggested that local gov-
ernments should put in place relevant policies
to ensure the enforcement of gender-equality
principle in a forward-looking manner to con-
duct land expropriation, practice sharehold-
ing or joint shareholding systems, as well as
urban renovation. The Government should
also standardize the behavior of collective
economic organizations and supervise the
village committee to properly utilize collec-
tive assets and land settlement payments, as
well as land compensation fees.

Administrative departments in the rural ar-
eas should establish or improve the land
contracting intermediation institutions and
procedures in order to properly solve land
disputes between women and village commit-
tees. Meanwhile, a nationwide investigation
into the land contracting rights for women

(iv)

should be carried out. For those who have not
enjoyed contracted land at the second-round
land contracting cycle, taxation and charges
and relevant policies should be adjusted, and
economic compensation should be provided.
It is suggested that the Supreme Court should
formulate judicial guidelines, specifying that
farmers whose rights are violated by the vil-
lagers’ committee may receive legal aid.
Guidance should be provided to local courts
on managing typical cases in order to protect
women’s rights in real earnest.

Women’s federations at all levels should
organize publicity and training activities
to make people know more about relevant
laws and policies concerning gender equality,
enhance local organizations and people’s
awareness of women and children’s rights,
and improve rural women’s capacity to protect
their own rights. Intensify investigation and
research, and bring into full play cooperation
between different organizations. For typical
cases that violate rural women’s land
contracting rights, local governments should
cooperate with relevant organizations to
persuade people patiently in order to reach
an early solution.



VIIl. Main Conclusions
ahd Recommendations

A. Institutional Reasons for the
Subsistence Risk of Land-Loss Farmers

he current land acquisition system in the PRC
has evolved gradually under the regime of the
planned economy. For decades, this system has
played a key role in infrastructure construction,
such as transportation, energy, and water conservancy,
for the State’s establishment of a modern industrial
system and particularly for urban development. At that
time, after paying appropriate compensation for land
acquisition, the State intended to turn land-loss farmers
into urban permanent residents who were employed
by “new land” users and, thus, received welfare as
townspeople and workers of the State. In this way,
land-loss farmers’ long-term livelihood and welfare
provision was to be guaranteed. Farmers viewed land
acquisition positively due to the guarantees made by
the State. However, alongside the movement toward
a market economy in the PRC, the land acquisition
system was not reformed appropriately, and the former
compensation and resettlement measures no longer
meet the requirements of a market-oriented economy.
These institutional shortcomings have been the main
factors causing subsistence risks for land-loss farmers.

Shortcoming 1: The overly wide scope of land
acquisition rights, where no “public interest” is evident.
This is evident in the following aspects: (i) the scope
of “public interest” is not defined in law, and land
acquisition goes beyond the scope of “public interest”;
(ii) the State monopolizes the primary market of land
for construction (i.e., only the Government can convert
agricultural land to land for construction); and (iii) no
system is in place to fully monitor the legality of land
acquisition requests.

Shortcoming 2: Low compensation standards and
unreasonable valuation methods. These are evident in
the following aspects: (i) lower compensation standards
for land acquisition, which is inadequate for land loss
farmers to restore their original living standards;

(ii) taxes and fees take a greater share in the costs
entailed inland acquisition; (iii) although the proportion
received by land-loss farmers in the compensation for
acquisitioned land is basically reasonable, in some
undeveloped regions it tends to be relatively low;
(iv) in current compensation standards, land value is
not given full consideration, nor is the social security
protection for farmers, let alone compensation for
farmers’ land contracting and operating rights; and
(v) current valuation methods for land acquisition
compensation do not take into account the potential
value of land utilization.

Shortcoming 3: Imperfect resettlement policy,
with no guarantee for land-loss farmers’ long-term
livelihood. This is evident in the following aspects:
(i) current rules provide incomplete provisions on
resettlement measures for land-loss farmers; (ii) no
employment promotion policy is formulated for land-
loss farmers; and (iii) no basic living guarantee system—
relevant to land-loss farmers’ situations—exists.

These three system shortcomings are the main
causes for subsistence risks for land-loss farmers and,
thereby, become the main causes for social risks. There-
fore, to strengthen the PRC’s capacity building of risk
management of land acquisition resettlement, the PRC
must start with reform of the land acquisition system.
Through advancing such reform, a new land acquisi-
tion system can be established, which is in line with
internal conditions and which can meet the require-
ments of socialist market economy development.

B. Building the PRC’s Capacity to Manage
Impoverishment Risks

1. Specify the Intent of “Public Interest”

The scope and the intent of “public interest” should
be specified in relevant laws and specific categories
pertaining to land acquisition. In deciding the scope
of land acquisition, the reform plans should give full



consideration to the current national conditions and
the basic fact that the PRC is still a country that lacks
capital and has great demand for land. Land acquisition
should be reduced step by step:

Stage One: Adopting Plan III, whereby the scope
of land acquisition is defined as (i) land used for energy,
transport, water conservancy and other infrastructures,
and other public interest projects supported by the State
and (ii) land used for development within the scope
of urban (excluding “organic” townships) construction
purposes.

Stage Two: Adopting Plan I, “public interest”
is defined as public facilities and public welfare
undertakings that take the State as their investment
entity, do not aim to make profit but serve the general
public good of society, and have benefits shared by
society, including military installations, road used for
transport, energy, water conservancy, municipal and
other public facilities and other public places invested in
by the State, governmental office facilities and cultural,
education, health, technical and other public buildings
invested in by governments and public groups. Any
other land-use projects should be withdrawn from the
scope of land acquisition.

For the longer term, the scope of land acquisition
will be strictly defined. A clear distinction must be made
between public use and nonpublic use, be it a single
land-use project or continuing projects. In the short
term, the Decisions of the State Council Concerning
Deepening of Strict Land Administration will be carried
out to explore ways of making rural collective land used
for construction more market-based.

2. Establish and Improve the Review Mechanism for
Legitimacy of the Intended Purposes of Land
Acquisition

By amending the approval system of land acquisition
in the LAL, establish a review mechanism on legitimacy
of land acquisition purposes. The State Council or
provincial government should strengthen ex ante
examination of legitimacy of land acquisition purposes.
Establish a mitigation system when land acquisition
purposes are illegal. The affected collectives or persons
should be able to request the relevant administrative
authorities for an administrative review, or lodge
an administrative litigation in the court when land
acquisition purposes are deemed illegal.
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3. Establish Ways to Acquire Rural Collective Land for
“Nonpublic Interests”

Quicken institutional reform for collective land use,
and acquire rights to use collective land through
the market, after land used for “nonpublic interests”
purposes has been excluded from land acquisition
scope. As a result, MLR should make necessary legal
adjustments to the collective land-use system (these
are currently under consideration), and permits for
land used for collective construction purposes directly
to enter market circulation on certain conditions, and
to correct price distortions in the process of cultivated
land changed to noncultivated land in order to promote
stable development of the land market.

4, Standardize the Behavior of the Government

Standardizing the behavior of the Government is the
key to promoting the reform of the system of land
acquisition. At present, local government is not only the
land administrator but also the representative of the
State-owned landowner. In addition, it also represents
the land users when it reports approval status for land
acquisition to the provincial government and the State
Council. As a result of these different responsibilities,
many disadvantages arise. With the separation of the
functions of the Government from those of enterprises,
and the diversification and demarcation of subjects of
investment, the behavior of the Government can be
standardized in stages. Land used by the Government
should then be limited to the land used for public
interest, and the only function of the Government is to
unify land acquisition and provide land for land users.

C. Acknowledge Farmers’ Property Rights
over Collective Land and Offer Land
Acquisition Compensation

1. Further Specify the Intent of “Compensation”

Presently, people and property (land) are considered
in land acquisition compensation. Compensation
is based largely on policy, that is, compensation to
reestablish livelihoods. The improvements suggested
for the farmland pricing method are designed to
mainly incorporate the principle that compensation
for acquisitioned land should mainly consist of
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compensation for the abandonment of land. The price
paid for farmland could be viewed as compensation for
land property. The correction also takes into account
policy factors, such as per-capita arable land amount
and minimum guarantee level for urban residents.
Therefore, in the process of providing compensation for
theacquisitionedland, whatneedstobe madeclearisthat
land property should provide the basis for compensation,
with other subsidies and allowances introduced as
separate considerations in land acquisition. This
will assist the transition to paying land acquisition
compensation solely for land property rights in the
future. Subsidies and allowances for persons should be
paid separately through an established social security
system. The issue of land-use rights is currently under
consideration by the Government.

2, Have Multiple Valuation Methods that can be
Compared against Each Other

To date, there is only one method to calculate
compensation for acquisitioned land. In order to ensure
the objectivity of the calculation results, compensation
prices must be specified in the future. According to the
actual condition of current land use and the application
scope of each method, such methods as output value
multiple method, case correction method, deduction
from anticipated price of land for conversion of use
method, and the correction of farmland price method
can be used. Preferably, two or more calculation
methods should be adopted, and the market situation
should be taken into comprehensive consideration.

3. Progressively Move toward Compensation based
on Market Prices

With the improvement of calculation methods for
compensation, the establishment and refinement
of the land acquisition compensation system, and
strengthening awareness of farmers about land rights,
the proportion of policy compensation and that of land
property compensationwill change. Policy compensation
will gradually give way to land property compensation,
and the market will decide the compensation price,
especially if collectives are gradually given more
negotiating rights. Meanwhile, negotiations should be
encouraged between organizations that need land and
the farmers as a group, including full participation of
affected farmers, to discuss and reach agreement on
compensation and resettlement compensation.

D. Establish Employment Promotion
Mechanisms and a Basic Living
Guarantee System with Long-Term
Livelihood

1. Employment Promotion Policy

An employment promotion policy has to be enacted for
farmers affected by land acquisition:

(i) Introduce an employment promotion policy
and implement a policy of microcredit or loans
to the farmers affected by land acquisition,
and establish a financial security mechanism
for employment funds (loans).

(i) Make efforts to exploit existing employment
opportunities in communities and to expand
rural employment channels. At the same
time, help affected farmers to run, under con-
tract, the farm enterprises and to continue to
engage in farm production, which will utilize
their existing skills.

(iii) Intensify employment training. Provide
training of all levels and forms with a stress
on relevance, practicability, and effectiveness,
which are sensitive to the employment needs
and structural changes in the labor market.

(iv) Provide employment services and business
support. Combine self-employment training
with instruction in business start-up, micro-
credit or loans and taxation remission, and
continued business support in order to pro-
vide a link-up service for the affected farm-
ers. Provide free employment introduction
and vocational instruction for the affected
farmers.

(v) Establish and develop reemployment support
mechanisms. For example, support mainly
targeted at “40/50” persons (female, 40 years
old and above; and male, 50 years old and
above) and families in which the couple are
both unemployed in an effort to ensure at
least one of them is employed. This requires
the development of mechanisms to identify
“at risk” people in difficult conditions and
also a follow-up tracking system.

(vi) Establish and implement nationwide training
programs for farmers affected by land
acquisition, which are project-induced, and
develop integrated training resources through



pilot work, and innovate training methods
and improve training quality.

2. Basic Living Guarantee System

A basic living guarantee system suited to affected
farmers has to be established. Affected farmers who
go into cities and towns may choose to participate
in the urban-based social security system. However,
without policy support, affected farmers cannot easily
participate in existing social security systems, and these
are not developed in the rural areas. Therefore, all local
governments should take measures to establish a form
of basic living guarantee system for affected farmers as
part of a broader, strategic and longer-term policy to
develop a village-based security system to parallel the
provision for urban residents. In particular, an old-age
security system is the key point in constructing a long-
term social security system for farmers affected by land
acquisition.

3. Security Fund for Affected Farmers

A security fund has to be established for resettling
affected farmers. In order to ensure the implementation
of employment promotion policies and the construction
of a system of basic living guarantees for farmers
affected by land acquisition, local governments should
establish a security fund for resettling the affected
farmers. The fund may be raised in the following ways,
based on the State or local government’s public fiscal
responsibilities in the construction of a social security
system for the affected farmers:

(i) From the Ilocal government finances,
contributions in this regard include aspects,
such as the outlay for the administration and
operation of the social security agencies for
affected farmers, special subsidies to cover
the old-age insurance, medical insurance and
so on, and expenditure to cover funding gaps
arising from reduced charges to farmers or to
increase their income standards.

(i) From the local government’s net income from
land transfer.

(iii) From yields from nationwide social security
funds, from contributions by units and
individuals within society, and from income
from the liquidation of State-owned assets.
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4, Resettlement Diversification

The resettlement of affected farmers has to be
diversified. To resettle the farmers affected by land
acquisition, the concerned authorities need to explore
flexible resettlement modes appropriate to local
conditions. In highly market-oriented areas, including
developed areas and the areas on the borders of
cities, the reserve land resettlement method could be
adopted, which would give the affected collective and
individual farmers their own opportunities to engage
in nonfarm development. Where land is acquisitioned
for the purpose of project construction and where there
will be stable income and long-term returns, investing
land compensation funds to gain shares could be
adopted as a further option, subject to agreement of
the affected farmers. This would not only help to lessen
the short-term financial pressure on the Government,
but also help maintain and provide long-term revenue
for farmers affected by land acquisition. In addition,
in areas where conditions are favorable, employment
channels should be created and expanded.

E. Establish Open and Fair Land
Acquisition Procedures to Empower
Farmers

Land acquisition procedures constitute an important
part of the land acquisition system. Elsewhere, in
countries with developed market economies, in the
course of the government obtaining land, the current
landowner has the right to participate throughout, with
access to information and proceedings, and the right
to negotiate and appeal through arbitration in court
against any dispute, such as land compensation. Taking
into account the prevailing conditions in their own local
regions, developing countries have also introduced land
acquisition procedures into their legislation. Within
each of the key steps in land acquisition (application
for land acquisition — pre-announcement — negotiation
on compensation resettlement - submission for
approval — examination and approval — announcement
— implementation of compensation resettlement —
handing over of land) steps can be taken to more fully
include farmers in the process:

(i) Coordination should be brought in compen-
sation and resettlement work. Negotiations
should be conducted with the collective and
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(i)

(dii)

farmers whose land is to be acquisitioned with
regard to the compensation standards and re-
settlement channels. Farmers’ ideas should
be heard. Early investigation and negotiation
should replace the compensation register pro-
cess within the current laws and regulations.
Change the current practice of land
acquisition announcement. A procedure of
pre-announcement would more fully include
farmers. That is, after deciding on the land
for acquisition, the Government should issue
a pre-announcement immediately, notifying
the affected collective and farmers, specifying
the range of land acquisition, as well as the
time limit for construction and planting. At
the same time, the preliminary investigation
register for compensation should be
prepared, and negotiations on compensation
resettlement should be conducted. If the unit
affected by land acquisition suffers any loss
because the land acquisition is not approved or
not approved within a certain period of time,
the Government or concerned unit should pay
compensation according to the actual losses.
Next, combining the current two announce-
ments after the land acquisition is approved
into one. This announcement should be is-
sued after the land acquisition program is ap-
proved according to law. Upon expiration of
the announcement, the compensation reset-
tlement will be implemented, and land will
be released.

Establish a judicial decision mechanism to
solve land acquisition disputes. As for disputes
raised by collective landowners that the land
acquisition is unlawful, that compensation
is unreasonable, or that the resettlement
has not been implemented, the judicial
authorities will settle the dispute in line
with judicial procedures. Thus, government
authorities will participate in the decision of
land acquisition disputes as little as possible.
For any illegal behavior in land acquisition
on the part of the Government, farmers may
seek judicial relief, and apply for national
compensation. Intensified law enforcement
and firmer judicial decisions will ensure

the land acquisition in the public interest is
effectively enforced and, while safeguarding
the country’s interests, also protect land-loss
farmers’ legal rights and interests from being
infringed, and promote social stability.

F. Recommended Supporting Policies

®

(i)

(dii)

(iv)

Accelerate the process of building the property
rights system for rural collective land.

The land acquisition system reform should be
related to the rural collective land-use system.
In normalizing the rural collective land
distribution, MLR should limit the exercising
range of land acquisition rights under “public
interest” step by step, and open channels
for more market-oriented methods of land
acquisition to obtain land for construction. It
should also probe the formulation mechanism
and evaluation method for land acquisition
prices based upon the market for rural
collective land used for construction.

Reform the current land tax system. In a mar-
ket economy, the Government should obtain
land proceeds through levying estate tax and
land value-added tax, as well as through
other channels, instead of obtaining proceeds
directly through collecting charges in various
headings within the land acquisition process.
The financial authorities should secure guar-
antees for necessary administrative expendi-
ture of relevant departments and reduce the
dependence on administrative charges.
Reform the current review system for
performance of local government leaders.
The safeguarding of farmers’ rights and
interests, while at the same time developing
the economy, should be regarded as important
when reviewing local government leaders’
performance. Local governments should
promote growth in a coherent, planned, and
structured fashion to meet the needs of the
economy, rather than implement “prestige”
projects or development for development’s
sake as a means of claiming “leadership” or
“progress” which, ultimately, misuses State
land and infringes farmers’ interests.



IX. Participating Organizations

and Experts

he China Land Surveying & Planning Institute
(CLSPI) is responsible for the supervision,
management, and implementation of RETA
6091 research in the PRC. Among the
participating organizations are the Social Insurance
Research Institute of the Ministry of Labor and Social

Participating Chinese Experts

Security, Nanjing University,

University, Xiamen University, and the

of Social Sciences.

Name Position, Organization

Contribution

Zhang Xiaoling Research Fellow, China Land Surveying

and Planning Institute

Zou Xiaoyun Research Fellow, China Land Surveying
and Planning Institute

Tang Jian Research Fellow, China Land Surveying
and Planning Institute

Lu Haiyuan Research Fellow, Social Insurance

Research Institute of the Ministry of
Labor and Social Security

Huang Xianjin Professor, Nanjing University

Liu Weidong Professor, Zhejiang University

Ma Renhui Professor, Hebei Agriculture University

Mei Yun Professor, Central China Agriculture
University

Mi Hong Professor, Xiamen University

Country Report

Valuation method of land acquisition compensation

Study on the enforcement scope of land expropriation right

Research of the policies and measures on resettlement for the
farmers affected by land acquisition and the research on the
control of impoverishment risk

Participated in the research on valuation method of land
acquisition compensation; in charge of the research of land
compensation in the city of Nanjing

Participated in the research on valuation method of land
acquisition compensation; in charge of the research of land
compensation in the city of Ningbo

Participated in the research on valuation method of land
acquisition compensation; in charge of the research of land
compensation in the city of Shijiazhuang

Participated in the research on valuation method of land
acquisition compensation; in charge of the research of land
compensation in the city of Wuhan

Participated in the study of policies and measures on resettle-
ment for the farmers affected by land acquisition and the
research on the control of impoverishment risk

Zhejiang University,
Central China Agriculture University, Hebei Agriculture
Rural
Development Research Institute of Chinese Academy
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Name Position, Organization

Contribution

Research Fellow, Social Insurance
Zhao Dianguo Research Institute of the Ministry of
Labor and Social Security

Research Fellow, Rural Development
Bao Xiaobin Research Institute of Chinese Academy
of Social Sciences

Li Zhengui Senior Engineer, China Land Surveying
and Planning Institute

Zhang Zhihong Engineer, China Land Surveying and
Planning Institute

Research Fellow, China Land Surveying

Yaold and Planning Institute

Huang Wei Engineer, China Land Surveying and
Planning Institute

Dong Weihong Engineer, China Land Surveying and
Planning Institute

Huang Xiaoyu Engineer, China Land Surveying and
Planning Institute

Wu Xiaojie Postgraduate, Nanjing University

Wu Wei Postgraduate, China Mining Industry
University

Participated in the study of policies and measures on resettle-
ment for the farmers affected by land acquisition and the
research on the control of impoverishment risk

Participated in the study of policies and measures on resettle-
ment for the farmers affected by land acquisition and the
research on the control of impoverishment risk

Participated in the study on the enforcement scope of land
expropriation right

Participated in the study on the enforcement scope of land
expropriation right

Participated in the study on the enforcement scope of land
expropriation right

Participated in the research on valuation method of land acqui-
sition compensation

Participated in the research on valuation method of land acqui-
sition compensation

Participated in the collation of the national report

Participated in the correction of the national report

Participated in the collation of the national report
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Appendix

Scope of Services/Terms of Reference

he consultant will carry out the following
work under the supervision of the technical
assistance (TA) Country Coordinator. The
scope and consultant’s assignments are
outlined in Technical Assistance for Capacity Building
for Resettlement Risk Management — A Summary
(Appendix 1). The consultant should liaise with the TA
Country Coordinator in planning and implementing the
detailed work program pertaining to the assignment.
More specifically, the tasks of the consultant are
as follows:

1. Conduct gender-sensitive consultations with
key stakeholders in government departments
and agencies, development organizations,
nongovernment organizations, and project-
affected persons;

2. Analyze the existing databases pertaining to
involuntary resettlement and rehabilitation
of the farmers whose land has been acquired
to identify risks arising from dispossession,
displacement, and the lack of access to income
and livelihood sources;

3. Prepare a Country Paper on operational
issues in managing resettlement risks, asset
valuation at replacement cost, and restoring
and improving income and living standards
of affected persons, and how the TA findings

could be used to improve national resettlement
policy and procedures;

4. Compile (i) legal documents on land
acquisition and resettlement and (ii) current
practices with respect to laws and regulations
and create a Resettlement Resource Data
bank of legal documents and current practice
on resettlement;

5. Organize and coordinate bimonthly TA
progress meetings and a national workshop
chaired by the Ministry of Land and Resources
to discuss the draft Country Report and
formulate relevant recommendations for
revisions to the Land Law and its regulation;

6.  Advise on follow-up capacity-building efforts,
disseminating TA output, and identifying
further studies; and

7.  Provide inputs as requested by the Asian
Development Bank for preparing the progress
reports, workshop report, and draft final and
final TA reports.

Some coined the term expropriation to refer to
“appropriation” under eminent domain law, and may
especially be used with regard to cases where no
compensation is paid for the confiscated property.









