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Urbanization 

• Starting point: Urbanization has two main 
features 
1. Expansion of the area covered by towns and 

cities, which usually takes the form of the 
diversion of agricultural land to urban uses.  

2. A steady increase in share of the population in 
towns and cities, which involves migration. 

• These processes take a particular form in 
China because of, first, the public ownership 
of land and, second, the hukou system.  
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– Public ownership of land in China is characterized 
by  two features: 

• Division into collective and state ownership 

• Separation of land use rights from ownership rights. 

–  Broadly, while land in towns and cities is state 
owned, land in suburbs and the countryside is 
collectively-owned. 

– As a result of this geographical division, 
urbanization involves a continual conversion of 
land from collective into state ownership. 

Public Ownership of Land 
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Differences Between State & 
Collective  Property in Land  

1. Different  organizations hold ownership 
rights in these two forms of property. 

2. The two forms of property are not equal. 
Land use rights (LURs) in collective property 
can only be held by holders of agricultural 
hukou or rural inhabitants. 

• The restrictions on trading and possession of  
LURs in collective property  provides an 
incentive to convert it into state property. 
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Implications for Urbanization  

• The chain of causation runs as follows: 

– Restrictions on LURs in collective property  

–  Lowers the value of LURs in collective land 
relative to LURs in state land   

– This provides  a strong incentive for urban 
development on rural land (“greenfield) instead of 
redevelopment  of urban land (“brownfield”) 

– The incentive goes against the objective  of 
preserving cultivable land. 



Further Implications 
• Divided public ownership creates a strong 

incentive for greenfield development, which  
is incompatible with the preservation of 
scarce cultivable land. 

• There is a close relationship between divided 
public ownership and heavy reliance on the 
land development fee as a revenue source. 

• The land fee is good for financing capital 
projects,  not for maintaining infrastructure. 
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Urbanization and its discontents 
• Urbanization has opened up huge economic 

opportunities for hundred of millions, and 
continued economic growth requires 
accelerated urbanization. 

• But urbanization, especially the acquisition of 
rural land, is a source of discontent in the 
countryside. This is due  partly to the way in 
which collective property is defined and 
regulated. A number of partial steps have 
been taken to alleviate the discontent. 
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The Hukou System 

• At the end of 2010 there were 220 million 
people (17% of the total population) resident 
on a long-term basis in a locality other than 
their registered home. The 2012 figure is 260 
million. 

• Around 67% of  Shanghai residents have a 
hukou for another locality.  In Beijing the 
figure is around 40%,  
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Implications of the Hukou System 

• The hukou system divides the population into 
categories that determine the opportunities open 
to them, which handicap or privilege them in 
various ways. 

• The differential handicaps and privileges are 
inequitable and go against the principle of equal 
treatment of citizens.  

• They affect a substantial section of the 
population,  transmitted from migrant parents to 
their children, and thus have very long term 
consequences.  
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• The hukou system has few if any defenders, yet it 
is extremely resilient and survives.  Prognoses of 
the death of the system have turned out to be 
premature. The principal reason for its resilience 
is that it is used for a wide range of purposes.  

•  After three decades or so of piecemeal reforms, 
the system is a patchwork of rules and 
procedures that vary across cities in content and 
aim. 

• As recognised by the leadership, a national 
framework is urgently needed.  

 

 


