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After  being  expropriated by local governments, the  former
rural-collective-owned land flows into the land primary market' that is monopolized
by local authorities. In this stage, city governments sell land-use rights to developers
for urban construction projects (i.e., commercial, residential, and industrial programs)
for a fixed period of time. This process of land leasing must go through public tender
and auction at a market price (Lin & Yi, 2011). Once developers obtain the use-right
to develop the newly converted urban state-owned land, they need to pay relevant
taxes to local governments, including land leasing fees, construction fees, and
land-using tax (Ding, 2003), which will cover compensation for farmers and cost of

newly built urban infrastructures (Su & Chan, 2006).

It is not surprising to find that local governments have great fiscal incentives to
change the rural collective-owned land into the urban state-owned land. Compared to
the tax-free policy for agricultural use land in rural areas, revenues generated from
urban state-owned land become the main source of local finance. China’s special land
market tends to appreciate the value of urban state-owned land but depreciates the

value of rural collective-owned land.
3.3 Monopoly Role of Local Government in the Land Market

As we discussed above, in China’s land management system, local governments
combine multiple roles, including substantive land ownership, land-use planning, and
land leasing. As the representative of the state, local governments possess a significant

monopoly role in the land market.

First, in the aspect of land expropriation, local governments can requisition almost
any piece of rural land in the name of the public interest. The definition of “public

interest” is so vague that local governments are free to expropriate agricultural land

1 Primary land market: platform used for the transaction of land-use rights
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whenever they want (Ong, 2014). As the leading institutions, local governments even
determine the compensation for farmers. Given that he compensation is based on crop
productivity rather than the commercial value, local governments and private

developers will gain great profits in land development.

Second, in terms of land-leasing process, local governments are in an absolutely
dominant position. The primary land market would be monopolized and controlled by
local governments, which are the exclusive owners of the land (Rithmire, 2015, p.53).
Indeed, to avoid the secret transaction of land, the land leasing must be undertaken
through a more transparent “market transaction”, such as public tendering, auctioning,
and listing (Lin G. C., 2014). However, local governments, as the only “landlord”,
have formed an artificial natural monopoly over the land transactions. The
introduction of these means of market transaction has not changed local governments’
monopoly role in operating the urban state-owned land. They can still easily raise
land-leasing prices. It is reported that land related cost (i.e., land leasing fees, land
using tax, construction tax) takes up nearly 65 percent of a commercial housing price

(Su & Chen, 2005).

Third, from the perspective of the usage of land-leasing income, local
governments have a monopoly role in allocating revenues from local land finance.
According to central regulation, there should be at least 10 percent of land-leasing
income that is used for public housing or affordable housing fund. However, in China's
22 cities, including Shanghai, Beijing, Chongqing, and Chengdu, the ratio is much
lower than the requirement (Yang J. , 2011). Local governments have great autonomy
in allocating the land-leasing income, which comprises about 45 percent of the total
local revenues (Su & Chen, 2005). Therefore, local governments have the monopolistic

authority over the conversion of land-ownership rights from collective to state
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ownership, the rights to convert from agricultural to non-agricultural use, and the

influence on local land finance including land-leasing income and compensation for

land expropriation.



Chapter 4: The Political Incentive and The Cadre Evaluation System

The fiscal incentives brought about the “Tax-sharing System” and the monopoly
incentives from the land management system could only be applicable under China’s
special context of political centralization. At the state level, the central government has
the authority to appoint local officials directly and to control local personnel
arrangement. At the subnational level, local cadres are empowered with great
autonomy and authority in developing the economy within their jurisdictions. They can
easily affect local policy decisions. Even though constitutionally China is defined as a
unitary state, when measured by the authority of managing the local land resources as
well as the extra-budgetary revenue, China is currently the most decentralized country

in the world (Ong, 2011).

And these two aspects above are linked together by the top-down cadre evaluation
system. So the political incentive, which is embedded in local cadres’ career
development, is another significant element that accelerates local governments’ pursuit
of land urbanization. This section discusses the major features of China’s cadre
evaluation system and explores the relation between local officials’ promotion and land

urbanization.
4.1 Economy-focus and Regional Competition

The main content of China’s cadre evaluation system is the political performance
evaluation of local cadres by central officials, which is characterized by top-down
centralization. For one thing, through the appointment and removal of local officials
that are dominated by the central government, local governments remain subject to
central control (Zhou W. , 2014). For another, the political performance measurement

guarantees the achievement of goals set by the central government, especially the
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economic development goals. In particular, the target-based responsibility system
(TRS) is the main performance measurement system that is used to monitor and
manage local officials’ implementation of central policies. Obviously, there is a
positive correlation between the career prospects of local cadres and their achievement

of required policy goals (Gao, 2015).

As local governments are mainly under the oversight of upper-level governments
rather than the horizontal supervision of local people or mass media (Zhou L. , 2007), to
get promoted, local officials need to hand in a good performance to the upper-level
leaders during their tenure. Among the performance indicators, the growth of per capita
GDP, employment rates, and tax revenues are the most important metrics, on which
local officials’ political careers within the Party and government crucially depend
(Kung, Xu, & Zhou, 2013). And these performance indicators totally reflect the
target-based responsibility system (TRS). For example, 60 percent of targets required
of local officials in cadre evaluation system are related to economic construction
(Kung, Xu, & Zhou, 2013). Compared to the qualitative indicators, such as social
stability and local residents’ happiness, these economy-focused indicators are more
measurable and comparable. It provides local cadres with strong political incentives

to accelerate economic growth (Zhou L. , 2007).

Reginal competition is another unique feature of China’s cadre evaluation. As a
unitary state, China’s administrative structure is in the form of a pyramid. Local
officials have to compete with each other to get promoted. It means that when
upper-level leaders measure the political performance of local cadres, they tend to
compare within the regional jurisdiction. The comparison is a powerful informal
pressure on local cadres. For instance, top-ranking township cadres have a high

opportunity to be promoted at the county level while well-performing municipal
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officials are more likely to be transferred to other provinces as governors (Kung, Xu, &
Zhou, 2013). In this context, local officials not only need to focus on increasing the
local GDP but also should pay attention to improving the regional rank (Zhou W. ,
2014). It is undeniable that the regional competition has enhanced local cadres’ focus
on the local economy and has made a great contribution to China’s rapid economic
development. It is estimated that every 15 percent increase in the likelihood of local
officials' promotion will bring a 0.06 percent growth of local GDP (Liu, Wu, & Ma,
2012). But it has also led to a series of distortionary consequences (Zhou L. , 2007),

among which the most serious one is the acceleration of imbalanced land urbanization.
4.2 Local Officials’ Promotion and Land Urbanization

Under the great pressure of closing the fiscal gap since 1994 and the regional
tournament competition, local officials are pushed to take on the role of land developers,
using their exclusive power over land management to promote economic growth and
meet the development targets (Lichtenberg & Ding, 2009). Two main incentives for
local officials to accelerate land urbanization are revenue generation and investment

attraction, and both of them are accompanied by GDP growth.

To be more specific, firstly, as we discussed above, land urbanization is widely
seen as the key to generating revenues. On the one hand, as the most important tax
category, the Business Tax has been a driving force in local land urbanization. Nearly
50 percent of these revenues are generated from the construction and real estate (CRE)
industries (Kung, Xu, & Zhou, 2013). Furthermore, the CRE helps spur local GDP
growth, which will also enhance the career prospects of local officials. According to
one estimate, residential property construction alone contributes to around 10 to 12
percent of country’s GDP (Ong, 2014). On the other hand, considering the limited stock

of urban land, plus the high compensation paid for urban land demolition, urban
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expansion, and accompanying land expropriation and land leasing are another major
drivers of increases in revenues and local GDP. So, as we discussed above, local
governments can gain substantial revenues from the conversion of the nature of the
rural land, and these conversions are preconditions of any property development (Ong,

2014).

Secondly, urban land is a crucial tool to attracting investment. Since the opening
and reform, the state has devolved economic discretion to local governments to
improve the effectiveness and efficiency of local development. This economic
decentralization promotes the investment-driven economic growth model in China.
Therefore, in the regional tournament competition, attracting investment has been the
most significant mechanism for local officials in enhancing the local economy (Zhang,
Wang, & Xu, 2011). Additionally, to compete for advancement with officials from
other localities, investment attraction also gives local cadres access to sources of wealth
and power within their local communities (Lichtenberg & Ding, 2009). In the game of
attracting investment, urban land is not only seen as the fundamental resource but also a
special means used for preferential policy. For example, some local governments may
lower the compensation paid to farmers, to reduce the cost of land expropriation. Or,
some other local officials may commit to giving developers land-related tax
exemptions to invite investment. In turn, the investment will enlarge the tax base,

increase GDP, and promote the local employment (Qu & Li, 2010).

Compared to population urbanization that is less related to economic development,
land urbanization would bring a large amount of revenues and investments, along with
a higher GDP in a short period (Zeng, 2016). Therefore, to obtain a greater opportunity
of promotion, local officials are indeed strongly motivated to accelerate land

urbanization (Kung, Xu, & Zhou, 2013).



Chapter 5: Impacts of the Government-led land urbanization

Based on what we discussed above, it is obvious that China’s acceleration of
urbanization is land-centered (i.e., pursuing local land finance) and government-led
(i.e., local officials leading and guiding the process of land conversion). In this unique
process, China’s has experienced great economic growth as well as a huge urban
sprawl. However, as the most important engine of urban development, the
government-led land urbanization has several negative impacts. Actually, these
disadvantages penetrate the Tax-sharing System, land management system, and cadre
evaluation system, which can be reflected in aspects of fiscal concerns, social issues,

and governmental problems.
5.1. Unstable Local Fiscal Revenues

Unstable local fiscal revenues result in both unsustainability and unpredictability.
On the one hand, land-leasing income, as the main source of local fiscal revenues,
heavily relies on the limited land resources. If the resource of land itself is not
sustainable, neither is the land-based fiscal revenue (Choa & Choi, 2014).0n the other
hand, without a market-oriented land-leasing procedure between local authorities and
real estate developers, land finance income can be seen as an invisible revenue
monopolized by city governments. This paves the way for local governments to
commercialize regional land under less supervision from the central authority.
Specifically, the non-institutionalized profit distribution among stakeholders (i.e., city
governments, real estate developers, farmers of expropriated rural land, and urban
housing buyers) makes the land finance more unstable due to its unpredictability
(Choa & Choi, 2014). From a long-term perspective, these invisible land revenues,

especially extra-budgetary revenues, should be standardized by the state in the future.



5.2. Loss of Farmland

The extraordinarily strong fiscal, monopolistic, and political incentives for local
governments to boost land urbanization have caused serious consequences, especially
involving the loss of farmland. According to official statistics from China’s Ministry
of Land and Resources, from 1996 to 1999, urban land has witnessed a growth at an
average of nearly 213,000 hm® per year. And this annual increase reached about
262,000 hm* during the period from 1999 to 2004 (Lichtenberg & Ding, 2009).
Additionally, the urban built-up area was 2.24 million hm?, 2.8million hm?, and 3.81
million hm” in 2000, 2007, and 2008 respectively (Tang, Zhou, & Shi, 2014) (Zhao &
Zhang, 2009). Among these new urban built-up areas, land converted from rural land
has taken up the biggest part. From 2002 to 2008, the annual construction land
occupied the arable land is about 224,000 hm?, with the nationwide land expropriation
rising from 196,000 hm? in 2004 to 451,000 hm? in 2009 (Tang, Zhou, & Shi, 2014).
As shown in Figure 9, the proportion of arable land in the land expropriation for

urban expansion has remained around more than 40 percent from 2003 to 2008.

Figure 9: Ratio of arable land to land expropriated for urban expansion

Year 2003 2004 2005 2006 2007 2008

Ratio 49.1% 38.3% 47.8% 48.7% 36.8% 45.9%
Source: (Zhou W. , 2014)

To protect the farmland, the central government has fixed a minimum of 120
million hm? of the cultivated field as the “red line” limit. However, this restriction is
just a palliative remedy and seems to have little effect on local governments (Zhang,
Wang, & Xu, 2011). Local officials can always find a way to maximize land for lease

(more details in this chapter below).



5.3. Violation of Farmers’ Land Rights

As the nominal owner of the rural land, farmers’ land rights are vulnerable.
Once land use is changed and ownership transferred (from collective to state), farmers’
land rights cease to exist. The violation of their land rights can be found in three
major aspects. First, as we discussed earlier, city governments are empowered to
expropriate rural land in the public interest, and farmers tend to have no choice when
their lands are “spotted” by local authorities. It is not surprising that violent conflicts
between villagers and local authorities over land disputes repeatedly occurred in the
process of urban expansion (Kung, Xu, & Zhou, 2013). To some degree, this is the
only way for farmers to protest. Second, farmers of expropriated land have no power
to negotiate compensation with local authorities. The disproportionate allocation of
the land profits in the process of land expropriation has made farmers become the

biggest victims (shown in Figure 10).

Figure 10: Profit allocation among stakeholders in land expropriation

Stakeholders | Local Governments = Real Estate Developers @ Village Committees Farmers
Ratio 20%-30% 40%-50% 25%-30% 5%-10%
Source: (Zhao & Zhang, 2009)
Only 5 to 10 percent of the profits made from the expropriated land belongs to
farmers, while 20 to 30 percent of that flows into local governments’ fiscal revenues
(Zhao & Zhang, 2009). Third, without the arable land, some farmers lose the main
resource that enables them to make a living. In the long term, landless farmers face
with various social problems, such as unemployment and difficult in educating their
descendants (Su & Chen, 2005). In part because of China’s Hukou system, a system
that makes it impossible for villagers with rural resident status to freely enjoy urban

public services. For example, according to the National Bureau of Statistics, among
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2670 land-expropriated farmers from 16 provinces, about 46 percent of them

experienced a decline in income after the land acquisition (Zhao & Zhang, 2009).
5.4. Unreasonable High Housing Price

Accompanying the land urbanization is the excessive investment in the real estate
and construction industries, which could easily cause bubbles in the property market.
As a matter of fact, urban housing prices in China’s many large cities have
experienced an extraordinary growth since 2003 (Choa & Choi, 2014). For instance,
in Beijing, Shanghai, Shenzhen, and Guangzhou, housing prices in the open market
have at least doubled in the last 5 years. The main reason for such an increase is the
rapid growth of the cost of land-use right in the primary land market monopolized by
local governments. To gain more revenues from land leasing, local governments can
easily manipulate the price of urban land by controlling the supply of the usable
state-owned land. Furthermore, they can also influence the housing prices by
adjusting land-related taxes. For example, during the financial crisis in 2008, to
protect the real estate and construction industries, which are the main source of local
fiscal revenues, some local governments even canceled the Business Tax to encourage

people to buy a house (Wanf & Yang, 2012).
5.5. Short-sighted Behaviour of Local officials

Stimulated by the huge amount of land leasing residuals, as well as the career
promotion incentive, land urbanization may result in local officials' short-sighted
behaviors. To win the regional tournament competition, most of China’s local cadres
set promoting economic growth and accelerating urbanization as the highest priorities
(Lichtenberg & Ding, 2009). The most important things that local officials care about
are how to generate revenues and boost the local GDP in a short time (Chen Y. ,

2014). Therefore, they will lease as much land-use right as possible to private
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developers (Cao, Feng, & Tao, 2008). This government-led land urbanization will not
be beneficial for the optimization and standardization of land use in the long term

(Zhang, Wang, & Xu, 2011).
5.6. Abuse of Public Authority and Loss of Public Trust

Monopoly power is always the breeding ground for corruption, so is local
governments’ exclusive authority over urban land management. In China, land
finance is seen as one of root causes of the chaos of land market, illegal land use, and
local corruption (Zhou W. , 2014). As the only “landlord”, local governments in
China can easily seek rents in the process of land urbanization (Zhou W. , 2014). To
be precise, in 2003, there were 168,000 cases involving in illegal land use that were
investigated, among which almost all of them were related to local officials (Su &
Chen, 2005). In 2004, in Guangdong province, there were more than 2000 cases of
illegal land use. In the 8 typical cases that were reported and investigated by
Provincial Land and Resources Office, 3 of them were related to town governments’
illegal land acquisition and 4 of them were related to village committees’ illegal land
occupancy (Su & Chen, 2005). In 2008, the central government classified the field of
land as one of the six key areas in commercial bribery (Chen Y. , 2014). In this

situation, growing local corruption has destroyed the credibility of local governments.
5.7. Antagonism Between the Central and Local Government

Land urbanization has resulted in antagonism between the central and local
governments, regarding the quota of land expropriated for non-arable use, the
development of real estate and construction industries, and the supply of affordable
housing. For one thing, realizing the potential value of land development, the Ministry
of Land Resource imposed a land control hierarchy that would use land as a tool to

regulate the macro economy. The central government determines how much land



would be available for local governments to lease to urban development in the various

regions and in the country as a whole (Rithmire, 2015, p. 61).

The 1998 revision of the Land Management Law established quotas of land
available for development for every level of government from top down,
requiring that all local governments preserve more than 80 percent of the total
arable land under their respective administration and receive approvals for
conversion of farmland into land for urban construction (Rithmire, 2015, p. 62).

However, in practice, there is always a way for local governments in China to
maximize land for lease and urban expansion while also keep their assigned quotas
(Rithmire, 2015, p. 62). For example, they can transfer development rights among
jurisdictions to preserve quotas at a higher (e.g., provincial or state) level; they can
even choose the “village redevelopment project” that can consolidate villagers into

high-rise housing to maximize the amount of transferred land (Rithmire, 2015, p. 62).

In the aspect of the development of real estate and construction industries, while
the central government continues to issue suppression policies to control the urban
housing price, local governments tend to favor the real estate developers. For example,
some cities provide private developers with concessions in the process of land leasing,

such as prolonging the deadline for land-leasing payment (Yang & Lu, 2010).

As for the supply of affordable housing, the state proposed the establishment of
affordable housing in 1998, but it was not until 2005 that local governments began the
construction of it. At the local level, the proportion of affordable housing occupying
the urban residential construction is far below the central requirement (Yang & Lu,

2010).



Chapter 6: What can China learn from Canada?

As we all know, no matter the political environment, the fiscal system, or the
local authority and autonomy, Canada and China are completely different. It is
impossible and unrealistic to make China copy the Canadian model exactly. However,
to a certain extent, local governments in these two countries are faced with the
common dilemmas, such as fiscal constraints and heavy reliance on land-related
revenues. Therefore, this chapter chooses a specific perspective of Canada’s
pluralistic decision-making system to make it transferable and realistic for China to
learn. That is to say, even though, local governments in China cannot change the land
ownership system instantly, it is highly valuable and urgent for them to alter the
monopolistic decision-making situation and to offer the public an independent, legal,

and substantive channel to protect their property interest.
6.1. Different Contexts but Common Dilemma

Unlike China, the context in Canada is totally different. Above all, Canada is one
of the most urbanized countries in the world. From 2005 to 2015, the percentage of
the Canadian population that lived in “urban areas” as defined by Statistics Canada
has remained stable at around 80 (World Bank, 2016). Although China has a different
definition of “urban”, government statistics in 2014 classified about 54.77 percent of
the population as urbanized (National Bureau of Statistics of China, 2015). In
comparison, Canada is primarily an urban nation (Sancton, 2011) and has stepped into
the stable phase. Consequently, there is no particular performance burden for

municipalities to pursue urbanization.

Next, as “the creature of provincial governments”, municipalities in Canada are

under provincial jurisdiction with limited power in making by-laws and managing
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financial resources (Sancton, 2011, p.27). Specifically, “provincial legislatures
approve laws that specifically authorize certain forms of local taxation, the levying of
user charges, and formulas for the transfer of money from the provincial treasury to
local governments” (Sancton, 2011, p.34). Instead of offering municipalities the
access to Income and Sales Tax, provincial governments have preferred to share
revenues from these sources by means of grants (Graham, 2006). For example, in
2008, local general government revenue across Canada was totaled about $73.76
billion, including $15.83 billion transfers (general and specific) and $36.52 billion in
property and related taxes (Statistics Canada, 2009). It is clear that, except these
transfers, the property tax is the most important own-source revenue for Canadian
local governments (Sancton, 2011, p.289). As shown in Figure 11, the property tax

accounts about half of the local revenues (Taylor, 2016).

Figure 11: Canadian local revenues

Property Tax 53%

User Fees 22%

Transfers 16%

Other 9%

0% 20% 40% 60%

Source: (Taylor, 2016)

Considering the historical decline in intergovernmental transfers to local
governments since the 1980s, plus the downward pressure on local service levels
(Horak, 2016), similar to China's local governments, Canadian municipalities are

confronted with great fiscal constraint. Moreover, due to the heavy reliance on
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property tax, which is a type of land-related taxation, there is a fiscal incentive for
local governments in Canada to have a policy bias in favour of land development
(Horak, 2016). In some cases, compared to property owners, property developers may
have more substantial political influence in local land issues. However, as the city
council is elected by and responsible to the public, and the upper-level governments
have no authority to control local officials’ career promotion, one of the biggest
differences between Canada and China is that Canadian local leaders are under no
motivation to pursue personal career improvement at the expense of the public

interest and general residents’ demands.

Also, land-use planning is one of the most fundamental responsibilities of local
governments in both China and Canada. Unlike China, Canadian provincial
governments strictly control the land use authority that granted to municipalities. For
instance, in Ontario, the municipalities conduct land-use planning under the control of
Planning Act, Provincial Policy Statement(PPS), and the Ontario Municipal Board at
the provincial level (Environmental Commissioner of Ontario, 2011). Although city
governments also want to enhance local economic development by supporting real
estate developers, there is no monopolistic authority for local officials to realize it.
And this limited, transparent, and pluralistic land decision-making system of local

governments in Canada is the key element that China needs to learn.
6.2. Pluralistic Planning Decision-making System in Urban Land Issues

Chinese local governments monopolize the power of making decisions in urban
land issues. In contrast, Canadian municipalities, citizens (sometimes appearing in the
form of neighbourhood associations), experts, private developers, and some other
stakeholders (i.e., quasi-judicial appeal bodies) share the authority in the pluralistic

planning decision-making system.
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On the one hand, opening the process to public engagement in urban land issues
is mandatory. City councils are required to hold public meetings especially referring
to land-use planning. For example, in Ontario, according to the Planning Act,
“information and material that is required to be provided to a municipality or approval
authority under this Act shall be made available to the public” (Government of
Ontario, 1990). It is this kind of substantive and legal requirement for public
participation in land-use planning that makes municipalities’ decision open,
transparent, and accountable. Such openness helps limit the capacity of the real estate
and construction industries to influence unduly the policy decisions of local
governments. In contrast, in China, given that local authorities are able to expropriate
rural land for the alleged purpose of public interest, it much more necessary to respect

public opinion in land-use planning.

On the other hand, provincial appeal boards are another important factor that
stops municipalities in Canada from being captured by interest groups. Taking the
province of Ontario as an example, the Ontario Municipal Board is an independent
provincial planning appeal body, which has wielded major influence on the urban
development (Moore.Aaron.A, 2013). It is a powerful court-like tribunal, with the
primary function of hearing an appeal on disputes concerning land-use planning
(Moore.Aaron.A, 2013, p.38). Local residents or neighbourhood associations can
appeal city councils’ decision, and the OMB hearing would judge the planning merits
of the proposal instead of the legal grounds for a council’s decisions (Moore.Aaron.A,
2013). In other words, the OMB can ignore municipalities’ stance and override their
official plans (Moore, 2013, pp. 5). With the introduction of the Ontario Municipal
Board, urban developers and citizens are equipped with a new approach to express or

fight for their interests. It makes contributions to building a pluralistic planning
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decision-making system. For contemporary China, to stop local governments’ blind
pursuit of the land urbanization, the first step is to break the existing monopolistic
planning decision-making system. The introduction of an independent appeal body

will erode the local cadres' monopolistic authoritative decision-making right.



Conclusion

Based on all the analysis above, there are three conclusions that can be drawn.
One is that the re-centralized Tax-sharing System, the monopolistic land management
system, and the top-down economy-focused cadre evaluation system are inappropriate
incentives for local governments in China to pursue urbanization. In the process of
local officials’ blind accelerated urbanization, the crucial problem is their exclusive
power over urban land administration and the accompanying local land finance. Local
cadres rely heavily on leasing urban land to private developers to gain more revenues,

and to make themselves outstanding in the regional competition.

The second one is that the government-led land urbanization has caused
countless negative impacts. Ironically, pursuing land urbanization, which is intended
to boost local fiscal income, turns out to result in an unstable revenue source. Local
governments should realize that they cannot count on the limited land resources
forever. Otherwise, the loss of farmland is not only a kind of violation of farmers’
interest but also a threat to a country’s basic food supply. What is more serious is that
a large amount of land leased to real estate developers does not follow market rules,
which should lower housing prices for general citizens. The unreasonable high
housing price is in part because of local governments tending to increase the cost of
land to earn more land-leasing income from the private developers. Clearly, the
land-centered urbanization has caused an inevitable tension between the state and

local governments.

Finally, to completely stop China’s acceleration of land urbanization, the central
government should conduct a series of reforms concerning the fiscal system, the

property system, and even the political evaluation system, which is obviously
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unrealistic and impracticable. Actually, since the beginning of the 21% century, there
has been an active discussion about introducing a Property tax based on western
countries’ experiences. And it was first initiated in Shanghai and Chongqing as the
pilot program in 2011, with characteristics of low tax rate (0.6% in Shanghai and 0.5%
in Chongqing) and property assessment depending on the original price of houses
(Choa & Choi, 2014). Due to limited support from local governments, this pilot failed
to be extended to the entire nation (Choa & Choi, 2014). Local officials feared that
adding the Property tax would discourage people from buying houses, which in turn
would depress the demands for urban land from private developers. Apparently, local
governments prefer not to lose the handy source of land leasing income. Therefore,
under China’s current special context, the urgent and transferrable point that can be
learned from Canada relates to the pluralistic planning decision-making system. To
focus on protecting local residents’ property interests, the state should introduce an
independent appeal body to erode local governments’ monopolistic land

decision-making authority.



Reference

Cao, F. (2013). Land Finance: Nature,Formation Mechanism, and the Way of
Transformation . Social Science (1), pp. 67-72. [In Chinese]

Cao, G., Feng, C., & Tao, R. (2008). Local "Land Finance"in China's Urban
Expansion: Challenges and Solutions . Chinese Academy of Social Sciences ,
16(2), pp. 19-30.

Carter, G. (2007). Taxation. Retrieved July 15, 2016, from The Canadian
Encyclopedia: http://www.thecanadianencyclopedia.ca/en/article/taxation/

Chen, M., Liu, W., & Tao, X. (2013). Evolution and assessment on China’s
urbanization 1960e2010: Under-urbanization or over-urbanization? . Habitat
International , 38, pp. 25-33. [In Chinese]

Chen, Y. (2014). Fiscal decentralization, promotion incentive, and the imbalance of
power:An Analytical Framework of land corruption. Truth Seeking(7), 67-71.
[In Chinese]

Choa, S., & Choi, P. P. (2014). Introducing property tax in China as an alternative
financing source . Land Use Policy (38), pp. 580-586.

Ding, C. (2003). Land policy reform in China: assessment and prospects . Land Use
Policy (20), pp. 109-120.

Environmental Commissioner of Ontario. (2011). Primer and summary of
Recommendations of the Environmental Commissioner of Ontario. Retrieved
July 19, 2016, from Environmental Commissioner of Ontario:
http://eco.on.ca/reports/summary-of-planning-recommendations/

Fan, J. (2012). The shift from Land Urbanization to Population Urbanization. Oriental
Outlook(40). [In Chinese]

Gao, J. (2015). Pernicious Manipulation of Performance Measures in China's Cadre
Evaluation System. The China Quarterly (223), pp. 618-637.

General Office of the State Council. (2006). Notice of the General Office of the State
Council on Regulating the Management of Incomes from and Expenses for the
Assignment of the Right to Use State-owned Land. Regulatory Documents of
the State Council. [In Chinese]



Government of Ontario. (1990). Planning Act (R.S.0. 1990, c. P.13). Retrieved July
16, 2016, from Government of Ontario:
https://www.ontario.ca/laws/statute/90p13

Graham, J. F. (2006). Municipal Finance. Retrieved July 15, 2016, from The
Canadian Encyclopedia:
http://www.thecanadianencyclopedia.ca/en/article/municipal-finance/

Gu, C., & Wu, F. (2010). Urbanization in China: Processes and policies. The China
Review, 10(1), pp. 1-10. [In Chinese]

He, C., Zhou, Y., & Huang, Z. (2016). Fiscal decentralization, political centralization,
and land urbanization in China . Urban Geography, 37(3), pp. 436—457.

He, D., & Wu, D. (2008). Study on conversion of rural cellective construction land
reform of land administration system. Moder Agriculture Science, 15(8), pp.
84-85. [In Chinese]

Horak, M. (2016, May 12). Systemic Challenges of Canadian Local Government. (M.
Horak, Performer) Class Lecture, London, Ontario , Canada.

Kung, J. K.-s., Xu, C., & Zhou, F. (2013). From Industrialization to Urbanization:
The Social Consequences of Changing Fiscal Incentives on Local
Governments’ Behavior. In D. Kennedy, & J. E. Stiglitz, Law and Economics
with Chinese Characteristics. Oxford University Press.

Li, J. (2011). A Research on Reasons, Ways,and Efects of Local Government Leading
Urbanization . Journal of Hubei University of Education (4). [In Chinese]

Li, X., Xu, X., & Li, Z. (2010). Land property rights and urbanization in China. The
China Review, 10(1), pp. 11-38.

Lichtenberg, E., & Ding, C. (2009). Local officials as land developers: Urban spatial
expansion in China . Journal of Urban Economics (66), pp. 57-64.

Lin, G. C. (2014). China’s landed urbanization: neoliberalizing politics, land
commodification, and municipal finance in the growth of metropolises .
Environment and Planning A (46), pp. 1814 — 1835 .

Lin, G. C., & Yi, F. (2011). Urbanization of capital or capitalization on urban land?
Land developement and local public finance in urbanizing China. Urban
Geography, 32(1), pp. 50-79.

Liu, J., Wu, J., & Ma, L. (2012). Research on the Determinants and its Influencing

Mechanism of Local Government Trustworthiness:Based on the Questionnaire



Survey of 116 Chinese County-Level Governments . Journal of Public
Management , 9(2). [In Chinese]

Liu, L., & Feng, Y. (2010). Reform of the financial system and changes of the local
finance: under the Fiscal Federalism. Taxation Research(299), pp. 12-17. [In
Chinese]

Liu, Y., & Yin, G. (2013). Local governments-led land urbanization-Case study of the
City of Hebi. China's city governance in the transitional process, (pp.
106-124). [In Chinese]

Liu, Y., Su, C., Long, H., & Hou, X. (2013). The Institutional Innovation of Rural
Land Management in the Context of Urban-Rural Integration Development .
Economic Geography , 33(10), pp. 138-144. [In Chinese]

Luo, B. (2010). The Fiscal Federalism, financial pressures and the government "land
revenue'Preference. Academic Research(10), pp. 27-35. [In Chinese]

Moore.Aaron.A. (2013). Planning Politics in Toronto: The Ontario Municipal Board
and urban development. University of Toronto Press.

National Bureau of Statistics of China. (2015, 10). Degree of urbanization in China
from 2004 to 2014. Retrieved July 15, 2016, from Statista:
http://www.statista.com/statistics/270162/urbanization-in-china/

National People's Congress. (1982). Constitution of The People’s Republic of China.

041, J. C. (1995). The Role of the Local State in China's Transitional Economy . The
China Quarterly (144), pp. 1132-1149 .

Ong, L. H. (2011). Fiscal federalism and soft budget constraints: The case of China .
International Political Science Review , 33(4), pp. 455-474.

Ong, L. H. (2014). State-Led Urbanization in China: Skyscrapers, Land Revenue and
“Concentrated Villages” . The China Quarterly (27), pp. 162—179 .

Qu, Q., & Li, Y. (2010). Fiscal Decentralization, Local Government Competition and
Land Finance. Finance and Trade Economics(7). [In Chinese]

Rithmire, M. E. (2015). Land Bargains and Chinese Capitalism:The Politics of
Property Rights Under Reform. Cambridge University Press.

Sancton, A. (2011). Canadian Local Government: An Urban Perspective . Oxford
University Press.

Statistics Canada. (2009). Local general government revenue and expenditures,

current and capital accounts (Revenue). Retrieved July 19, 2016, from



Statistics Canada:
http://www.statcan.gc.ca/tables-tableaux/sum-som/101/cst01/govt06a-eng.htm

Su, H., & Chan, K. W. (2006). Land expropriation and behaviour of local
governments. 1-12. [In Chinese]

Su, H., & Chen, Y. (2005). Land Requisition and the Behavior of Local Governments.
Centre for Chinese Urban and Regional Studies, Hong Kong Baptist
University.

Tang, P., Zhou, L., & Shi, X. (2014). Factors Impacting Local Government
Dependent on Land Finance According to Provincial-Level Panel Data from
1998 to 2010 in China . Resources Science , 36(7), pp. 1374-1381 . [In
Chinese]

Taylor, Z. (2016, May 12). Canadian Federalism: who does what. (Z. Taylor,
Performer) Class Lecture, London, Ontario , Canada.

Tsai, K. (2004). Off Balance: The Unintended Consequences of Fiscal Federalism in
China. Journal of Chinese Political Science, 9(2), pp. 7-26.

Wanf, X., & Yang, W. (2012). China’s Land Finance and House Price Fluctuation:
An International Comparative Analysi. Economic Review(4), 82-96. [In
Chinese]

Wang, D., Zhang, L., Zhang, Z., & Zhao, S. X. (2011). Urban infrastructure financing
in reform-era China. Urban Studies, 48(14), pp. 1-24.

Wang, P., & Xiao, W. (2011). Urbanization Process under the Context of Competitive
Development of Local Governments . Urban Insight (5), pp. 15-21. [In
Chinese]

Wang, w. (2013). Chinese Land Management System: Status Quo, Problems and R
eforms. Journal of Nanjing Agricultural University( Social Sciences Edition),
13(4), pp. 76-82. [In Chinese]

World Bank. (2016, June). Canada: Degree of urbanization from 2005 to 2015 .
Retrieved July 17, 2016, from Statista:
http://www.statista.com/statistics/271208/urbanization-in-canada/

Xie, D. (2016). Local Government Competition, Monopolized Land Supply and
Urbanization Development Imbalance. Journal of Finance and Economics,

42(4), pp. 102-111. [In Chinese]



Yang, F., & Lu, Z. (2010). How China's special interest groups affect the desicion of
local governments. Management World (6), pp. 65-73. [In Chinese]

Yang, J. (2011, 1 12). 2 trillion land-leasing income flows out of governmental
budget . Retrieved July 5, 2016, from Sohu.com:
http://news.sohu.com/20110113/n278832972.shtml [In Chinese]

Yang, X. J. (2013). China’s Rapid Urbanization . Science , 342(6156), p. 310. [In
Chinese]

Ye, L., & Wu, A. M. (2014). Urbanization, land development, and land finance:
Evidence from Chinese cities. Journal of Urban Affairs, 36(S1), pp. 354-368.

Zeng, B. (2016). The Local Officials and the Distortion Development of the
Urbanization . Contemporary Economic Management, 38(2), pp. 7-10. [In
Chinese]

Zhan, S. (2015). From Local State Corporatism to Land Revenue Regime:
Urbanization and the Recent Transition of Rural Industry in China . Journal of
Agrarian Change , 15(3), pp. 413432 .

Zhang, L. (2008). Conceptualizing China’s urbanization under reforms . Habitat
International (32), pp. 452470 .

Zhang, L., Wang, X., & Xu, X. (2011). Fiscal Incentive, Political Incentive and Local
Officials’ Land Supply. China Industrial Economics(4), pp. 35-43. [In
Chinese]

Zhao, H. (2010). Criteria for Appraising LocalGovernment’s Performance in China.
Journal of Nanjing Normal University (Social Science)(6), pp. 17-23. [In
Chinese]

Zhao, W., & Zhang, Z. (2009). Problems of Land Expropriation System in Process of
Urbanization and Countermeasures. Chinese Agricultural Science Bulletin,
25(11), 271-276. [In Chinese]

Zhao, Y. (2014, 10). History, Logic, and Choice of the Local Land Finance. Retrieved
6 1, 2016, from AISIXIANG: http://www.aisixiang.com/data/79235.html [In
Chinese]

Zhou, L. (2007). Governing China's Local Officials:An Analysis of Promotion
Tournament Model. Economic Research Journal(7), pp. 36-50. [In Chinese]

Zhou, W. (2014). A Study on Causes and Governance of Local Government Land

Financial Problems in China . Beijing Jiaotong University. [In Chinese]



