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Abstract 

China is experiencing a transition economy that is driven by both the market 

mechanism and planned-economy mechanism. However, they are mutually 

incompatible mechanisms in resource allocation. The study tries to explore the 

effects of the land use policies on land allocation under the transition economy. 

Land use activities are strongly conditioned by institutions or the ‘rules of the 

game’ governing land use transactions. The study adopts an institutional 

approach to examine the evolution of institutional arrangements concerning 

land use policies in China under the transition economy. Institutional 

arrangements concerning land allocation are classified into three layers, i.e. the 

constitutional, governance and operational level for discussion.     

The study takes the rural-urban land conversion process in Guangzhou as a 

reference. The effects of land use polices on land allocation under the transition 

economy should be measured by the actual development outcomes. Two 

projects in Guangzhou city (the Pearl River New Town and the Guangzhou 

Science Park) are studied to explore the extent to which the development 

outcomes met the expectations established.  

The Pearl River New Town development is based on the market approach in land 

allocation in China, whereas the Guangzhou Science Park project is an example 

of projects that are largely based on traditional planned economy mechanism 

with some modifications to adapt to the institutional changes under the 

transition economy. The study reveals that there are extremely dynamic 

interactions between layers of the institutional arrangements concerning land 

use. The constitutional and governance level are changing themselves to adapt 

to the new situations brought about by the emerging power of market at the 
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operation level under the transition economy in Chinese cities.  

As a conclusion, the land allocation mechanism in China is generally inefficient 

as development goals are normally formulated according to a planned economy 

mentality but are implemented through the market economy approach. The 

institutions governing the land conversion are found to be inadequate to handle 

the changing situation.  

The study identifies some institutional weaknesses (i.e. incomplete property 

rights, imperfect land use legislation system and uncontrolled discretionary 

decision-making over land) of the land allocation system under the transition 

economy.  
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Chapter 1  Introduction 

1.1 Research question 

This study examines the institutional changes concerning urban land use 

policies introduced by the transition from a planned to a market economy. It 

investigates the rural to urban land conversion process in Guangzhou (Gz), 

China under the transition economy. Through describing institutional 

arrangement and interactions between levels of institutional issues that has 

shaped the built environment of the city, it seeks to find out what are the 

effects of land use policies on land allocation under the economic transition. 

The need for this research arises from the recognition that existing land use 

control system in Chinese cities are confronted with much difficulty when 

trying to control urban development according to the urban master plan as a 

‘blueprint’ of the future perspectives of the city. There are increasing concerns 

of the government for how to improve the existing land control system so as to 

retain the power of the government in supervising urban development. There 

are also increasing considerations and attempts over how to release the 

increasing pressure imposed on government authorities by private developers 

through improvement of the land control system in operation. 

Urban planning is justified as a tool of government control over urban land 

use to minimise negative externalities arising from private ordering in urban 

land use. Urban planning is challenged by the emerging market force in 

economic system under the transition economy in China. It is imperative to 

understand the underlying mechanisms driving the urban development 

process and raise suggestions on improvements of the systems relevant to 

urban land use policies. However, the majority of existing literature fails to 
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provide an understanding of the full context behind the phenomena. The 

research is an attempt of using the institutional approach to explore this area.  

The world is witnessing rapid expansion of cities into suburbs today in many 

countries, especially those experiencing rapid economic development. It is 

especially the case in Chinese cities where lots of arable land and forests have 

been consumed by urban development. Research on land-use change in 

China based on the data gathered in nation-wide land survey revealed that 

the processes of agricultural restructuring, rural industrialisation and rapid 

urbanisation since the 1990s have accelerated the transfer of massive 

farmland into land for market farming and non-agricultural developments 

uses (Lin and Ho, 2003). There is the need to explore how these have taken 

place. As a country with the largest population in the world, China should be 

seriously concerned with how to utilised land resources efficiently for 

pursuing sustainable development.  

Urban expansion is facilitated by the conversion of land from rural to urban 

uses. Land is scarce resource. Allocation of land resources is usually 

considered useful in achieving economic development or social justice. The 

change of land use patterns can be regarded as the allocation of land 

resources to different kinds of human activities through transactions. The 

land conversion process is in the real sense a combination of multiple 

transactions that are relevant to the change of land uses from rural to urban. 

It depends largely on the land use polices in effect during the process. Land 

conversion process results in change of human built environment. It is an 

illustration of the effects of land use policies in the corresponding time period. 

Particularly, the land allocation mechanisms and institutions governing land 

use should be paid much attention to. 
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Resource allocation systems 

There are two basic systems for resource allocation, i.e. the free market model 

and the planned economy model. The free market model is based on the 

operation of a price system. Players in the market economy are expected to 

maximise individual utility. Theoretically, the price mechanism allocates 

resources to the highest bidder. If the market is control by non-price 

mechanisms, it will out of equilibrium and create opportunities for individuals 

to adjust their arrangements for transactions. Free market model is believed 

to be the best means for resource allocation (Pigou, 1932; Coase, 1937). The 

need for exchange of goods and services has made the market become the 

most widely adopted economic system in the world.  

Under a market economy, land allocation system is driven by the price 

mechanism supported by a set of market institutions. Land value is the key 

issue in decision-making of individual land users.  

The price mechanism is not a cost-free mechanism in that it is susceptible to 

the opportunist features of human behaviour. These features create 

transaction costs. Market participants realise that the ‘best’ way of controlling 

this major source of market inefficiency is to establish and observe ‘rules of 

the game’, i.e. institutions that form a comprehensive framework. The other 

way of dealing with the problem is to abandon the market for a planned 

allocation.  

Planned allocation system is based on administrative tools. It does not take 

into account market issues in making decision and thus lead to low economic 

efficiency in resources utilisation. 
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Transition economy is driven by both the market economy and planned 

economy mechanism. It is of interest to know how the two mechanisms are 

operating simultaneously and affect the land allocation system.  

Economic institutions 

Allocation of resource has been for a long time regarded as the result of utility 

maximisation by individual decision-making under perfect competition. With 

the publication of The Nature of the Firm by Coase in 1937 the concept of 

‘transaction costs’, which include the costs in collecting information, 

bargaining, making decision and enforcing contracts for market transactions, 

is introduced in analysing economic transactions. The New Institutional 

Economics believes that transaction is not cost-free because of the existence 

of uncertainties.  

Transaction costs are costs in defining, protecting and enforcing property 

rights to goods (North, 1990). Institutions are characterised as ‘rules of the 

game’ established for reducing uncertainties in transactions. Individuals or 

organisations can impose limitation on others through setting and enforcing 

rules (Seabrooke and Kent, 2001) in transactions. For instance, the market is 

a set of institutions facilitating the operation of the price mechanism.  

Institutions are argued to be the key factors in determining the economic 

performance of a country. Economic institutions for allocation of scarce 

resources form a basic part of the institutional framework of any society. 

Conversion of land from one use to another is sort of transaction over land. 

Because transactions are conditioned by social institutions governing them, 

land use is greatly influenced by social institutional arrangements or ‘rules’ 

relevant to land allocation. The rules of the game in effect in land allocation 
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define how much the developers can modify the development rights that the 

government would grant. Enforcement of land conversion under a market 

economy is based on the Contract Law system providing for enforcement and 

arbitration. Then, what are the features and effects of the institutional 

arrangements associated with the land use policies under the transition 

economy? How did they lead to the actual rural to urban land conversion 

outcomes in a city? 

Government vs. market in assigning resources 

Production and distribution decisions are made either centrally by small 

number of individuals representing a group, or individually by players who 

have interactions in the private market. Resource allocation and distribution 

are two ways in assigning good and services. Though the market is good in 

resource allocation for efficiency, it is powerless in solving problems 

concerning social equality. This justifies the role of government in distribution 

of social wealth under the market economy.  

The market and the government play different roles in the process. Under a 

market economy, owners of wealth are entitled to possess the benefit arising 

from resource utilisation in the market. The private sector does its best in 

profit making, creating the largest economic capitals. Individuals are allowed 

to generate wealth so long as the government could extract a proportion of the 

wealth created for redistribution. Under the planned economy, resource 

allocation and distribution are both under the command of the government. 

The planned economy system is often criticised for low efficiency. 

If it is only for the concern of economic efficiency, it is reasonable to adopt a 

market approach in land resource allocation. However, there still exists quite 
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great influence of the planned economy system in the transforming stage. 

Then, what should be the perspective of the economic system under the 

transition economy? How to achieve balance between the market and the 

planned economy system that are both in effect?  

With the emerging market power under the transition economy, the 

government is getting to lose its power of resource allocation. What role 

should the government play in land allocation for both economic and social 

concerns under the transition economy? In respect of social development, 

inefficiency of the market is better than inefficiency of the government for 

resource distribution. Then it might be that the government should retain its 

power of control in resource distribution. It should take up the 

responsibilities of redistributing wealth so that social equality could be 

achieved. The study tries to address this issue in terms of land use polices 

under the transition economy and with specific concern for the land 

conversion process in Gz.  

Land use institutions under the transition economy 

Between 1949-1978 China was a relatively ‘closed’ society experiencing a 

centrally planned (socialist) economy. Production and urban development in 

Chinese cities were mainly organised through administrative hierarchy. In 

this system the state work units (danwei) were basic units of economic 

activities. Urban development was organised by work units (Wu and Yeh, 

1999). Land was allocated according to the central plans for economic 

development. State work units were the main decision-makers for land use. 

There are no incentives for individuals to use resources efficiently under the 

planned allocation system. 
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In 1978, the economic reform and open door policy was announced. From 

then on, China has experienced what is termed a ‘transition economy’ and 

has witnessed dramatic economic changes. Post-1978 political and economic 

changes in China have tried to incorporate market mechanisms into the 

previously centrally planned economy. As a consequence of the economic 

reform, the role of central plan diminished in favour of the emergence of a free 

market. Intergovernmental decentralisation in the post-Mao era introduced 

new institutional changes into the relations between the centre and provinces, 

which in turn gave rise to local developmentalism and led to various political 

and economic consequences. It is argued that the institutional arrangements 

between the nation and the provinces have contributed greatly to economic 

growth and political stability in post-Mao China (Zheng, 1995). With the 

transformation of economic mechanism, institutional arrangements for land 

resource allocation changed, evolving from a planned to market economy 

system. In the field of urban construction, with the land use reform 

introduced in 1987, the revolution was distinct. The adoption of a new land 

leasing system has led to great transformation of the urban internal structure 

in Chinese cities. Decentralisation of decision-making, market-led urban 

development initiatives, retreat from socialist ideology, deregulation and 

increase in the number of actors and conflicts are new characteristics 

emerged in the process of urban land development (Yeh and Wu, 1999).  

The coalition of the market economy system and planned economy system 

under the transforming stage has created substantial ambiguity and 

uncertainties. The institutional framework for land use allocation under a 

planned economy is not designed to operate in a market economy. The power 

to make land use allocations is reserved for governance-level organisations 
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and officials. Discretion appears to be exercised through the informal 

institution of relationship (guanxi). With the introduction of market principles 

for determining the allocation of land and other goods and services, an 

institutional vacuum exists which allows in 1) Opportunists which are 

individuals or organisations with land allocations obtained under the ‘old’ 

system but ready to ‘sell’ these allocations for financial gain; and 2) 

Governance-level organisations and officials who are either unwilling to 

relinquish the power that they held under the ‘old’ system or see 

opportunities for ‘selling’ their ability to exercise discretion or to affect the 

outcome of land use requests. As a result, the allocation of land becomes 

highly susceptible to opportunism and political influence, which leads to high 

transaction costs and high levels of uncertainty, both of which lead to 

economic inefficiency and will discourage the investment of capital that China 

requires in order to implement efficient land allocation. These difficulties are 

not limited to land allocation decisions but also affect the provision of capital 

for development. This may be a significant factor in the weaknesses prevalent 

in the banking sector, particularly relating to corrupt practice between bank 

officials and developers and non-performing loans. This has also led to 

unexpected urban development outcomes. For the municipal government, 

difficulties arise because of the inconsistence of the planned perspective for 

the city and actual outcome of the development. For the developers, they 

should bear the high transaction costs in obtaining development permission. 

These are partly the consequences of the institutional immaturity relevant to 

land use policies under the transition economy. 

The government plays a key role in establishing institutions that facilitate the 

operation of the price mechanism and the pursuance of social equality under 
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the transition economy. How should the government do that? There is the 

need to find out the difficulties in the land allocation system that account for 

the consequences, in particular, how the urban development activities has 

been driven by the resource allocation mechanisms under economic 

transition. This study tries to tackle the problem by exploring institutional 

issues concerning urban land use. It examines the evolution of institutional 

arrangements for the economy in transition from a ‘planned’ to ‘market’ 

system. The research question is, since the planned economy system as a 

mature structure in China is challenged by another mechanism, i.e. the price 

system, what are the effects of the land use policies on land allocation under 

the transition economy? The effects of land use policies should be measured 

by the development outcomes that are actually delivered by developers. It is 

hypothesised that the institution framework governing the land allocation is 

inadequate to confront the conflicts under the transition economy.  

1.2 Research focus 

The study is focused on institutional analysis of the land use policy in China 

under the transition economy. It takes the rural to urban land conversion 

process in Gz between 1991 and 2000 as a reference to demonstrate the 

influence of institutional changes on the urban development process in post-

reform Chinese cities.  

The study borrowed a framework based on institutional economics to have 

some insights in the land allocation mechanism under the transition 

economy. It has the following objectives: 

1) To identify and measure the physical evidences produced by the 

institutional changes introduced by the transition from a planned to a market 
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economy for the city of Gz over a definite time period. As the city has 

witnessed dramatic expansion after the reform, the change of built-up area 

could serve as physical evidence of the effects of land use policies on land 

allocation under the transition economy. 

2) To give a survey of the physical evidence. The general characteristics of the 

rural to urban land conversion in Gz during the studied period will be 

examined in terms of its speed, location and distribution to various urban 

uses. 

3) Case studies to illustrate the evolving dynamics of the land conversion 

process in an economy in transition from ‘planned’ to ‘market’. 

1.3 Research significance 

Transactions concerning urban land use are complicated and costly. Land 

use activities are strongly affected by institutional arrangements shaping land 

use decision-making. This is a complicated context upon which the land use 

policies are based and is worth exploring. However, most studies on urban 

planning and development issues in socialist countries rested on interpreting 

certain urban development phenomenon to explore some effects of the 

relevant policies in socialist countries, especially those as a result of the 

corresponding planning mechanisms (Xie and Costa, 1993; Tang, 1994; Ng 

and Wu, 1995; Xu and Ng, 1998; Wu and Yeh, 1999; Xu, 1999; Wu, 2002; 

Wu, 1998a). Transition economy is driven by both of the planned economy 

mechanism and market economy mechanism, which form a complicate 

context for urban land use under it to be explored. It is hard to get a full 

picture of the circumstances that have shaped the actual built environment in 

socialist cities. The study is an attempt to fill in the gap.  
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Before the economic reform in 1978, urban planning in Chinese cities was 

dominated by socialist ideology, state control and economic planning. Urban 

planning served as an implementation tool of the central economic plan, 

determining site selection for centrally decided projects (Yeh and Wu, 1999; 

Wu, 2002). An important development after the reform is identified as the 

diminishing role of central plan and the emergence of free market (Zheng, 

1995). Studies of the planning system urban restructuring in Chinese cities 

confirmed the challenges to the former land use allocation system (Dowall, 

1993; Wu, 1995; Gaubatz, 1999; Li, 1999; Wu and Yeh, 1999; Xu, 1999; Yeh 

and Wu, 1999). However, few studies analysed the change from an 

institutional perspective. Furthermore, there were researches using 

institutional approach to interpret the urban process in capitalist world (e.g. 

Healey, McNamara, Elson and Doak, 1988; Healey, 1990), which served as 

good examples of giving out contextual explanations of the urban process 

under the market economy in the capitalist world by introducing the theories 

of Institutional Economics in this field. The study is an attempt to use the 

theories in Institutional Economics to analyse the urban process in socialist 

countries under the economic transition.   

This study adopts an institutional approach to analyse the land use policies 

under the transition economy. The research will navigate the ‘landscape’ of 

the institutional framework concerning land conversion policies under the 

transition economy. It will cover discussions on facets relevant to urban land 

use at different layers of the institutional hierarchy so as to grasp the full 

picture. 

The experience of economic transition in China supports an argument that an 

incremental process of reform is much more suitable than a radical one (Shen, 
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1994). First, in the transition from centrally planned to market system, 

planners and practitioners would encounter information scarcity with the 

prescribed time schedule. Secondly, markets are not abstracts of sets of 

demand-supply curves but institutions. They function according to a series of 

rules and social customs. In the process of reform, such systems of rules and 

customs should be designed and cultivated with time. The ‘big bang’ style of 

reform suggested by some economics might proscribe the old rules and 

customs in a short time but could not immediately establish robust 

substitute institutions. The institutions characterising mature markets in 

western countries cannot be established overnight. The ‘market mechanism’ 

as claimed to have been introduced in Chinese land use system is most likely 

the ‘price mechanism’ in the real sense. Though resource allocation driven by 

the price mechanism is a basic feature of the market economy, price 

mechanism is only a component of market system. The land market of China 

is far from mature in that the institutions enabling the operation of a free 

market were not yet established. Thirdly, some costs will occur attributable to 

the frictions brought about by the reform. Deficiencies of the land use control 

system in Chinese cities (see Yeh and Wu, 1996; Xu, 1999; Li, 2002; Jiang, 

2002) suggest that much should be done, though incrementally, for 

improvement of the system. In light of this, it is essential to understand how 

development decisions were made and have influenced the built environment 

of the city so that difficulties of the system could be identified and suggestions 

be raised for the reform aiming to establish a more rational system. Through 

analysing the institutional issues relevant to urban land use under the 

economic transition in China, the study will shed light on the problem. It 

examines the evolution of the institutional arrangements governing the rural 
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to urban land conversion process and its effects on land allocation in Gz from 

an institutional economics perspective.  

1.4 Defining rural and urban land 

Definition 

There are no explicit definitions for ‘rural land’ and ‘urban land’. However, it 

is necessary to recognise the basic characteristics of these two land use 

patterns, otherwise there would be no basis from which the investigation into 

the conversion process will depart. 

In the literature concerning conversion of rural land to urban use we can 

hardly find any clear definition for these two land use patterns (Hart, 1991; 

Firman, 1997; Firman, 2000; Greene and Stager, 2001). There is not even a 

definition for the term ‘land use’ that can be accepted without exception. 

Some argued it is appropriate to concentrate on the functional use of land for 

man’s purposes (agricultural, forest, residential, recreational, etc.) Others 

argued that the distinction should simply reflect the form of ground cover 

(crops, trees, houses, moorland, etc.) (Best, 1981). Though no functional 

definition can be completely adhered to in practice, it sounds reasonable that 

human activities should be central to any study of land use. In studies for 

land uses, four major uses are conventionally defined for their feasibility in 

most cases of statistics in Britain. These categories are: agriculture, forest 

and woodland, urban land and other, miscellaneous land (Best, 1981).  

In some countries there is no official current land-use inventory. According to 

Best (1981) the first attempt to delineate the structure of land use in England 

and Wales in the UK can be traced back to the seventeenth century. A 

complete cartographic and quantitative survey of existing land use had only 
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been undertaken twice, even then without giving clear definition to each land-

use pattern. Some scholars also considered national land-use statistics in the 

UK to be meaningless for they were a combination of figures based on 

different classifications applied to dissimilar areal units with varying degrees 

of precision (Dickinson and Shaw, 1978).  

This research classifies land into three categories, i.e. rural, urban and 

miscellaneous land. Rural land refers to land that is not urban and is 

generally used for primary forms of production e.g. food, timber. It includes 

land mainly for agricultural uses, forest and woodland. Urban land comprises 

land for secondary and tertiary uses. As for miscellaneous land, we may 

classify some land of primary uses but including extraction of minerals, oil, 

and fossil fuel and primary industries such as timber processing, mineral 

processing into this category.  

Sometimes it is difficult to classify land of a certain use into any of the above 

categories and thus lead possibly to some controversy. Land that mainly 

possesses natural landscape occupied by large parks, e.g. national parks in 

rural areas or land covered by area of natural scenic spots is a complicated 

case. This category of land in rural areas is “in sporadic de facto use for 

recreation while being used simultaneously but more consistently for other 

purpose. In other words, it is land in multiple use” (Best, 1981: p.22). The 

national parks fall into this category. In Britain much of this category of land 

is classified into agricultural or forest use. In contrast, Federal and State 

parks are classified as recreational use in the US despite the forest and 

woodland they include (Best, 1981).  
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Considering the meanings of the two words ‘urban’ and ‘rural’ which mainly 

differ in such aspects as whether or not relating to a city, this study assumes 

that land of natural landscape used for municipal purposes is defined as 

urban land while those not for municipal uses as rural land. Examples of this 

category of “urban land” may include parks and recreational areas in or close 

to the built-up areas of the city, say the Luhu Park in Gz where there is a golf 

course.  

However, this research is focused on analysing land use policies from an 

institutional point of view. It does not aim at developing a perfect inventory of 

all sorts of land. Furthermore, detailed distinction of land falling in these 

categories is not necessarily helpful in understanding the institutional 

mechanisms associated with land conversion with special reference to Gz. 

Thus, this research will not pay much attention to distinguishing rural and 

urban land, and will avoid choosing marginal cases for analysis. 

Property rights 

Property rights are rights to command resources. The nature of land in the 

society is mainly reflected by its value as a resource. The benefit from land 

virtually arises from the property rights legally defined in utilising land 

resource. On the basis of classification and designation of property right over 

land, strategies to control access to and the use of a certain piece of land can 

be defined. Thus, property rights over land are important issues to clarify 

before studying land use policies, which should be concerned with 

coordinating relationships about 1) exclusive possession of land, 2) intention 

of income arising from land, and 3) transferability of the rights.  
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Property rights can be obtained either through mutually beneficial market or 

through redistribution of wealth by government. Transactions over land are 

actually transactions of the property rights over land.  

Ownership and use rights play key roles in property rights over land. 

Ownership defines the right to exclusive possession. Under a land use system 

where land is privately owned, the difference between rural and urban land 

lies in their use rights, which is subject to public ordering for social and 

environmental concern.  

However, it is notable and peculiar in China that urban land and rural land 

are under different ownerships. Except those possessed by the State, rural 

land is owned by villager collectives. Urban land is owned by the State. Only 

use rights of state-owned land can be transferred in China. In consequence, 

the land conversion process becomes rather complicated. Specifically, the 

rural to urban land conversion are subject to the possibility of change of land 

ownership from collective-owned to state-owned, which is out of the control of 

the land user in theory, and relies largely on the ‘willingness’ of the villager 

collective and the State to the transaction. As for the procedures for acquiring 

development permission over rural land, a land expropriation procedure is 

required to transfer the land ownership from the rural collective-owned to 

state-owned before the land is granted to the user for development.  

 

1.5 Methodology 

This study adopts a general analytic framework borrowed from the 

“Seabrooke and Kent (2001) ‘scoping’ template” (Seabrooke and Kent, 2001), 
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which was originally developed for identifying facets inside the institutions 

conditioning real estate decision-making. In this framework issues concerning 

land use are classified into three levels: the constitutional, governance and 

operational level. The research regards new policy guidance initiated from the 

State as changes at the constitutional level. The practical implementation of 

development reflects situations at the operational level. Between the former 

two levels is the governance level, players at which may play coordinating 

roles in relationships between the former two levels. The analytical framework 

assumes that:  

‘Constitutional’ rules define the rights and duties of individuals and specify 

the nature and scope of collective authority structures. In the field of urban 

land use policy, promulgated plans are regarded as a document of legal effect 

at the constitutional level. Governance structures are responsible for 

implementing national policies at a local level (district 1 /municipality).  

Governance agencies ensure the implementation of local plans and policies at 

the operational level. Development is implemented at the operational level 

(Seabrooke, Yeung and Li, 2003).  

Empirical study is focused on Gz, which is one of the most developed cities in 

China and has the richest experience of the transformation from a planned to 

a market economy. Having conducted a survey of the general situation of the 

city expansion during the study period, case study method is adopted so as to 

investigate the interactions between the constitutional, governance and 

operational level in rural to urban land conversion.  

                                                 
1 ‘Districts’ are sub-regions into which a Chinese city is divided for administrative 

purposes. Each district has a full set of sub-municipal government structures. 
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1.6 Structure of the report 

The report has seven chapters. This chapter outlines the research question, 

research focus and significance by explaining the research background, major 

issues, research objectives and approach of the study.  

Chapter 2 reviews the theories and existing research findings concerning the 

research topic. First, it looks at the features determining the use of land: 1) 

its nature as a sort of resource; 2) property rights. Secondly, land conversion 

situation in China and the world deriving from existing research findings is 

addressed. These will serve as an international context of the research topic of 

this study. Then it reviews theories in resource allocation and addresses 

respectively the two basic resource allocation mechanisms (i.e. the price 

mechanism and the planned economy mechanism). This forms the basis of 

this research, which aims at understanding the performance of land use 

policies driven by mixed resource allocation mechanisms under the transition 

economy by exploring how the allocation mechanisms affect the conversion of 

land from rural to urban uses. Finally, it addresses the theories of 

institutional economics, which would support the choice of this study in 

adopting institutional approach.  

Chapter 3 explains the research framework of this study, which contains 

three levels of facets to be evaluated for urban land use decision-making. The 

studied time period is focused on that between 1991-2001. Two sites under 

development in the city of Gz are chosen as the cases for study.  

Chapter 4 reviews the resource allocation system in China under the planned 

economy before the economic reform. The land allocation procedure and roles 

of various players are briefly addressed. This is to portrait the old system 
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based on which the land allocation mechanisms evolves under the economic 

transition. It also gives a survey of the practical results of city expansion 

during the studied time period. Then, the institutional arrangements 

concerning land conversion in Gz under the economic transition is explained 

by using the research framework. These serve as a background of the case 

studies. 

Chapter 5 is for case studies. It aims to explain what are the new situations 

under the transition economy. How has the land use policies in Gz led to the 

factual development outcomes under the economic transition? One of the two 

cases is about the development of a planned new city centre, i.e. the Pearl 

Rive New Town, which illustrates the situation of the demand side in resource 

allocation under the economic transition. The other case illustrates how the 

government encourages land use through introducing preferential policies as 

incentives at the supply side of resource allocation for the development of the 

Guangzhou Science Park. Both cases illustrate the inadequacy of the existing 

institutions of land allocation in dealing with demand for construction land 

driven by the price mechanism.  

Chapter 6 explores the institutional mechanisms underlying the development 

processes of the two cases. It tries to find out what are the effects of the land 

use policies on land allocation under the transition economy. The extent to 

which the development outcomes met the expectations associated with land 

use policies derived from a planned economy approach and a market economy 

approach is evaluated.  

Analyses on interactions between layers of the institutional arrangements 

concerning land use reveals that the forces arising from the free market 
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imposed much pressure on the upper two layers. The governance level is 

adjusting itself for some remedy of the problems and difficulties. As a result, 

some adjustments turned out to become factors at the constitutional level.  

Land use policies under the transition economy are under the dual forces of 

the planned economy mechanism and market economy mechanism. When the 

land use policies are based on a market approach to achieve the goals 

established in a planned economy system, problems arise. The cases show 

that the ultimate cause of difficulties in implementing development goals in a 

market way is attributed to the immaturity of the market institutions under 

the transition economy. Some institutional weaknesses are identified through 

investigating the shifting urban development and the land conversion process 

under the transition economy. They are features creating substantial 

uncertainties in the land conversion process as a result of the incomplete 

property rights system, imperfect legislation system and uncontrolled 

discretionary decision-making by the governance level. 

Chapter 7 summarises major conclusions of the research. Suggestions are 

also raised on how to improve the institutional arrangements concerning land 

use policy under the transition economy in order to make the market-driven 

approach work to the satisfaction of all stakeholders. To attain balance 

between economic efficiency and social equality over land use, the market and 

the government should play different roles in assigning land resource. To 

achieve the goal, it is imperative to establish a set of market institutions so 

that the price mechanism could operate smoothly for efficient allocation of 

land resource. Moreover, the government should take care of distribution of 

land resource via land use planning control for social justice. 
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Chapter 2  Literature Review 

 
2.1 Introduction 

This chapter reviews the literature concerning land allocation. Theories from 

which the research departs is addressed in this chapter. 

First, the nature of land as a sort of resource is explored. There are distinct 

differences between rural and urban land in terms of their uses and, in 

particular, property rights in China. 

Secondly, the situations of land conversion in the world are addressed based 

on information deriving from existing research findings. These will serve as an 

international context of the research topic of this study. 

Thirdly, there is a review of theories on resource allocation, especially those 

for allocation of land to diverse uses. Two basic resource allocation 

mechanisms are recognised as 1) a price mechanism and 2) a planned-

economy mechanism, which form the basis of this research as an attempt 

towards an understanding of the mechanisms underlying land use change in 

the real life, and specifically, an understanding of the land use policies under 

the transition economy. 

Finally, various policy analysis approaches are addressed in terms of their 

strength and weakness through reviewing the history of their evolution.  The 

evaluation will shed light on the choice of research method for this particular 

study. 
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2.2 Features determining the use of land 

Land as resource 

Land is an essential ingredient in all forms of human activities is a primary 

condition of production. The overall supply of land is relatively fixed except 

probable increase through limited and partial reclamation or marginal 

decrease by flood and erosion. So, although land use is more dynamic it is a 

zero-sum activity. As a scarce source, land possesses distinct characteristics, 

among which some are common to exchangeable commodities whereas some 

are unique to land. The availability, management and allocation of land 

between competing uses are prime determinants in the economic performance 

of a community (Ratcliffe, 1976).  

Land may be relatively fixed in supply but the use of land is not. A growing 

demand for land can be met and efficient use of land can be achieved through 

the way of adjusting land use structure and increasing land use intensity. 

The supply of land for a certain use can change a lot in theory in the sense 

that land resource for one use can be transferred to another use in demand or 

which is more profitable. Thus, the change of land use patterns can be 

regarded as the allocation of land resources to different kinds of human 

activities.  

Property rights 

Property is treated as a bundle of rights falling into three categories: “control, 

income, and transfer-and explicitly acknowledges that there are a variety of 

ways in which such ‘rights’ might be enforced, ranging from formal law to 

social custom” (Oi and Walder, 1999: p.5). Property rights form a system that 

facilitates the action of individuals and governments in resource utilisation 
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and distribution by influencing the incentives of actors to create new wealth 

or to dissipate resources. Institutional economics regards property rights as 

“an actors rights, which are recognised and enforced by other members of 

society, to use and control valuable resources” (Williamson, 1991: p.143). 

“People benefit from a property because of the right of owning or using the 

property” (Alston, Eggertsson and North, 1996: p.31).  

Property Rights School treated the structure of property rights as primarily a 

set of incentives and disincentives for individual action. There are disputes 

between economists about whether the agreements are based on merely the 

calculation of perceived costs and benefits by abstract individuals, or the 

combination of both formal issues including legislation, legitimisation and 

informal issues such as inherited custom and tradition. Despite this, it is 

imagined that by defining property rights to include both individual incentives 

and disincentives, the scope for government intervention would be reduced. In 

this way individuals would be much more free to make choice through 

assessment and act accordingly (Hodgson, 1988).  

Property rights over land is a social construction comprising a set of rules 

that express the attempt of human being to delimit and assert control over a 

geographic area (Richards, 2002).  

Ownership 

Ownership defines the right to exclusive possession. The ownership of land 

determines how the owner of land is entitled to receive benefits from the land. 

In China, the difference between ownership of rural and urban land is 

significant and becomes important issue to be taken into account in land use 
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decision-making concerning conversion from rural to urban land. Land is 

publicly owned in China with the owner being either the state or rural 

collectives. The 1982 Constitution of PRC defined clearly the land ownership 

statues, establishing that urban land belonged to the state whereas rural land 

is normally collectively owned unless specified by law as state-owned 

(Institute of Finance and Trade Economics and Institute of Public 

Administration, 1992), such as some large forest and farmland (Chen and 

Wills, 1999). According to the 1982 Constitution of PRC, land cannot be 

bought, sold, rented or leased, thus it has no market price. With the 

development of a market economy, the free use of administratively allocated 

land was found to be a barrier to the economic development (Ratcliffe, Tusi 

and Liu, 1992). The urban land reform was thus implemented. The basic 

feature of the reformed land use system lay in that the land use right is 

separated from the land ownership, which enabled efficient utilisation of land 

through transfer of land use rights in the market (Zhao, Bao and Hou, 1998; 

Zhao and Tao, 2001).  

Ownership statues would greatly affect the result of land use control. 

Evidence from the land use planning control practice in Moshi, Tanzania, 

where a public land ownership policy is pursued providing for two types of 

right to land (i.e. government granted rights under leasehold system and 

deemed rights under customer land tenure system) showed that “in the 

absence of a realistic land policy and unambiguous land legislation on land 

rights and without direct participatory democracy, public ownership of land 

may not serve the interests of the majority as intended…the planning system 

may be reduced to a tool for serving the interests of the more powerful group 

and planners as servant of that group” (Nnkya,1999: p.153).  
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Use rights 

Use rights determine issues about the pattern of land use and the person 

entitled to control the use. Constraints on use rights causes land uses to 

become ‘rival’. The use of land is regarded as a determinant of its value. 

According to David Ricardo, land has value because it earns rent; it earns 

rent because of the profitability of the use that it can sustain (Wong, 2002). 

This is based on the presumption of exclusive use over land as determined by 

property rights.  

What is commonly known as commercial rent refers to the general payment 

for the hire of factors of production. It has two components, i.e. ‘transfer 

earnings’ and ‘economic rent’ or ‘scarcity value’. Like any other scarce factor 

of production, the interaction of supply and demand will determine the price 

of land. An increase in the demand for land in general does not produce 

significant increase in supply, for that supply is relatively fixed and devoid of 

substitutes, i.e. supply of land is inelastic. Growth in population and wealth 

will intensify the pressure on general demand and cause prices to rise faster 

and further than they would have done if supply had been more elastic. 

Transfer earnings arise because land can be used in more than one way. The 

most profitable land use generates the highest transfer earnings, which is 

also known as the opportunity cost of land (Ratcliffe, 1976).  

The theory of Ricardo treats land rent as an economic surplus paid to 

landowners that was not required to keep land in production. Ricardian rent 

rises with the increase of distance between the specific location and the city 

centre (DiPasquale and Wheaton, 1996). From modern economists’ point of 
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view, land rent is a return on the market value of land resources (Wong, 

2002). Land for urban uses has higher value than those for rural uses, so 

there is usually a tendency for rural land to be converted into urban land if 

no policy constraints are imposed.  

2.3 Codes in practice in China for classifying land use patterns 

It is typical in China that plans concerning the overall arrangement of land 

use for a city fall into two streams, namely the ‘urban master plan’ and the 

‘comprehensive land use plan’. ‘Urban master plan’ decides the features, 

development objectives and size of the city, as well as the major construction 

standards and indexes. It provides information about the general 

arrangement of urban layout, functional division of land use and other issues 

of construction in the city. ‘Land use plan’ mainly deals with the balance 

between rural and urban land. It sets out objectives for conversion from rural 

to urban land in order to constrain the expansion of construction land (cities 

and towns) and with special emphasis on conserving arable land.  

Responsibilities for formulating and implementing the ‘urban master plan’ 

and ‘comprehensive land use plan’ are assigned to two different government 

departments. The ‘urban master plan’ is under the management of the 

municipal planning authority, while the ‘comprehensive land use plan’ is 

organised by the municipal land management authority2. Thus there are two 

                                                 
2 The planning authority and the land management authority were/are 

supervised by different upper units under the State Council. The planning 

authority was/is supervised by the Ministry of Construction. The land 

management authority used to be under the Commission of Agriculture and is 

now under the Ministry of Land and Resource respectively (See also Chapter 4 

and Appendix for structure of the State Council). 
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sets of code in practice for land use in China. The code used in urban master 

plan contains ten categories (Table 2. 1). The ten categories are further 

divided into more than 46 sub-categories (Codes for urban land classification 

and planning standards for urban construction land, 1990).  

Table 2. 1 Land use classification in urban planning in China 
 
Land use pattern Description of the pattern 

Residential  Large scale or piecemeal land for residential use 

Commercial and public 
facilities 

Land used for institutions or facilities involved in 
administration, economy, education, culture, medical 
treatment, sports and scientific research and design etc 
(excluding those of the above-mentioned functions 
located insides residential districts) 

Industrial (manufacturing) Land occupied by manufacturing enterprises for 
production and storage use, and that covered by 
specific railways, ports and roads exclusively used by 
the enterprises 

Warehouse Land for warehouses, open storage areas, workshops 
for packing and other ancillary facilities owned by 
enterprises running business of storage 

Intercity transportation Land for facilities serving intercity transportation, 
including railways, highways, ports and airports and 
their ancillary facilities, say, railway stations or 
intercity bus stations 

Road, street and square Land for squares and intra-city transportation facilities 
including roads and public parking lots 

Municipal utilities Land used for providing municipal utilities except 
roads. 

Green space Land for green space of public use, i.e. parks, nursery 
and buffer zones for safety or hygiene purposes, etc. 
Not including orchards and woodlands  

Special facilities Land for military, foreign affairs and public security 
uses 

Water area and others Land not included in any of the above 9 categories. It 
mainly comprises those occupied by villages, orchards, 
farmlands, grasslands, woodlands, strip mines and 
derelict land  

Sources: Compiled by author (Codes for urban land classification and 

planning standards for urban construction land, 1990).  
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The code adopted in the ‘comprehensive land use plan’ was actually 

announced by the National Commission for Agricultural Zone Division 

(Quanguo nongye quhua weiyuanhui) in 1984. It comprises 8 categories (See 

Table 2. 2) (Chen and Liao, 1995). 

Table 2. 2 Land use classification in comprehensive land use plan in China 
 
Land use pattern Description of the pattern 

Arable land Areas for growing crops and vegetables 

Garden Land for growing woody plant or herb with valuable 
fruit, leaves or root, etc. 

Timberland Land covered with forest trees (including nursery of 
young trees; not including greenbelts in residential 
districts and on both sides of railways, highways, 
rivers, etc.) 

Grassland Land for growing grass for livestocks 

Town, village and isolated 
industrial land  

Land occupied by cities, towns, villages and some 
enclave for factories or mining enterprises; also 
includes construction land of uses other than 
residential (e.g. uses for military and historic spots). 

Transportation facilities Land for roads outside residential areas and 
intercity transportation facilities such as airport, 
inter-city bus terminus 

Water area Area for lakes, rivers, reservoirs, wetlands and some 
water facilities such as sluices. 

Unused land  

Sources: Compiled by author (Chen and Liao, 1995; Guangzhou Municipal 

Government, 2000).  
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2.4 Land conversion 

Land conversion process 

A city is a distinct place for concentration of human activities where 

competition for natural resources such as land generally introduces scarcity. 

As a result, the value of scarce resources increased compared to surrounding 

rural areas. The process of urbanisation stimulates urban growth and 

expansion. The urban expansion process involves the conversion of rural land 

into urban land and unplanned or uncoordinated development.  

Firman (2000: p.13) regarded land conversion as “the process by which land 

is converted from agricultural to urban uses and from one urban land use to 

another”. However, we argued that land conversion include the processes of 

both the bilateral change of use between urban and rural land, and the 

changes between sub-pattern uses inside either urban or rural land. Among 

these processes, the two categories mentioned in above quotation are more 

distinct, for they directly reflect the results of economically reasonable human 

decision-making in a common sense. Furthermore, study on conversion of 

land between different sub-pattern uses inside urban or rural use relates to 

more detailed information at another level, which is not necessarily required 

in achieving the goals of this particular research. Thus, the study discusses 

the general trend of conversion between rural and urban land.  

Although conversion of land between rural and urban uses is, in theory, a 

two-way process, changes do not occur at the same speed and frequency. The 

predominant change is the conversion from rural to urban use. It is because 

land for residential development or other urban purposes is more valuable 
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than land used for agricultural uses. Urban uses will almost invariably 

displace agricultural uses unless constraints are imposed. It is a process in 

short or medium term. The conversion of urban land to rural land takes a 

longer time period (Greene and Stager, 2001) and is usually accompanied by 

urban dereliction. This underlines the importance of institutional 

mechanisms that facilitate a sustainable conversion of rural land to urban 

uses. Seldom did it happen inside the continuous built-up areas of cities. 

Generally speaking, no land surrounded by land of urban uses would degrade 

to such a level that its potential value is the same as those in rural areas.  

Rural land plays an important role in the urbanisation process. Without 

policy control it serves as the reservoir of land that will be consumed 

gradually by urban construction. It is more convenient for sites located 

immediately next to the built-up areas, or in other words, at the urban fringe, 

to connect with the existing urban infrastructures. Also, according to rent 

theory, because of better accessibility to the city centre, these sites have 

higher potential value compared with those further away from the city. Thus 

rural land adjacent to urban areas is under immediate pressure to be 

incorporated into the built-up area of the city (Xu and Zhu, 1988; Bogart, 

1998), especially those sites with convenient facilities.  

However, there are constraints to the potential trend of land conversion in the 

practical world. This explains partly why all rural land has not been occupied 

by urban uses until today. Practical constraints are usually imposed on the 

urban edge for considerations of the population of the city, the density of 

housing and the topography (DiPasquale and Wheaton, 1996). Non-practical 

constraints often arise from 1) the excessive possession time because 
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establishing title from village collective is a time-consuming process; and 2) 

the difficulties of changing existing use of land, which adds to the cost of the 

land development process. For instance, the process of obtaining development 

permission in green belts surrounding many cities in Britain is proved to be 

very costly for the strong development restrictions imposed on these areas 

(Evans, 1991; Adams, May and Pope, 1992; Barlow, 1993; Bramley, 1993; 

Elson, Steenberg and Mendham, 1996; Mori, 1998). These non-practical 

constraints come ultimately from the limitation set by institutions and will 

become central topics in this study.  

World’s context 

The conversion of rural to urban land uses has received persistent attention 

of researchers who studied the urban-rural fringe in developed countries. For 

instance, it is found that the best farmland in America has been under the 

immediate risk to be converted into urban uses (Hart, 1991; Greene and 

Stager, 2001). The rural to urban land conversion issues were often 

addressed in researches concerning urban sprawl, which was identified with 

the extension of the built-up areas to suburban areas of the city. Some 

researchers investigated the urban sprawl issues in terms of land conversion 

or conservation in the peripheral areas of large cities under rapid 

development (Firman, 2000; Duance, 2000; Campbell, Gichohi, Mwangi and 

Chege, 2000; Hodge, 2001; van Lier, 1998; Thackway and Olsson, 1999). 

However, these researches paid little attention to the detailed process of land 

conversion.  

Existing researches focusing on land conversion falls in the following streams: 
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Features of land conversion 

What is noticeable are the works of Firman. In his research about the rural to 

urban land conversion in big cities in Indonesia, Firman found that during 

the period of 1987 to 1997 when Jakarta experienced an economic growth 

rate between 6.0 and 8.3, the change of the structure of the metropolitan area 

was chararcterised by both the rapid change of land uses in the city centres 

and the conversion of prime agricultural land to urban land in the fringe 

areas. A notable proportion of the converted land was occupied by residential 

use or individually developed industrial activities such as electronic, footwear 

and plastic manufacturing. The major problem of land conversion was 

attributable to the inadequacy of management and control over land by the 

authorities (Firman, 1997; 2000). 

Control over land conversion 

The large difference between the value of land for agricultural uses and urban 

uses in Japanese was argued to result from the speculative motives of 

landowners rather than from the said excessive public control over the 

development. To remedy the problem it was suggested that not the 

government should loose the development regulations but the landowners 

should bear the externalities of land conversion (Mori, 1998). 

The tendency of land conversion from rural to urban uses can be controlled 

by implementing a containment policy, creating a barrier to uncontrolled 

urban expansion. For instance, the concept of metropolitan green belts came 

to prominence in the UK in the 1930s. The green belt is a girdle of rural land 

encircling expanding urban areas. Being not only an attempt to fight with the 

urban growth force, it is rather a way of shaping the expansion of a city on a 
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regional dimension 3. Although criticised for some defects such as adding to 

the congestion of existing urban centres, reducing the efficiency of transport 

system and the pressure on urban land and housing price, ‘Green Belt’ policy 

has been successful in containing the sprawl of cities in the UK before the 

1980s (Harvey, 1996). Also, Based on their survey on residential land 

development of cities in Oregon in the US, Weitz and Moore (1998) found the 

implementation of urban development boundaries a rather successful model 

in managing urban growth. 

Control over the land conversion process in Indonesia is exercised by a land 

development system. Parties involved in the land utilisation process in the 

urban fringe areas include landowners, developers and local governments, 

which have often conflicts that ended up with the eviction of the old 

occupants. The developers have a preponderant position in the negotiation 

process. The land expropriation price is often decided without an agreement 

from the landowners who stand in a poor position in choosing other 

purchasers (Firman, 2000). 

Property rights issues for land conversion 

Most of the researches above mentioned are based on the allocation system 

under western-style property rights systems, in which real property rights 

means the exclusive right of any individual or organisation over land and 

buildings. There are only two kinds of ownership interests over real estate 

                                                 
3 More detailed, green belts are expected to be able to restrain the sprawl of the 

existing built-up area of the city, or prevent ribbon development, or prevent the 

merging of adjacent towns so as to maintain the identity of a town, or protect the 

character of historic towns, or avoid loss of agricultural land caused by wasteful 



 42

under such a system, namely freehold and leasehold. The largest collection of 

real property rights is freehold, which is based on the ‘fee simple absolute’. It 

is also possible for a person to have limited rights to the real estate through 

leasehold, of which the land rights inherent in the ownership of someone is 

divided so that part of it can be transferred to others. Being granted a lease, a 

person can build on a land plot and enjoy the rights to this building and land 

during a certain period of time (Harvey, 1996). The land conversion from rural 

to urban under western-style property rights systems is simple, in which the 

institutional mechanism (such as planning management) is only required to 

control the change between different uses. The land ownership has nothing to 

do with the possible uses. 

However, the property system in China is different. There is no individual 

ownership of land in China. The ownership of land in China is basically of two 

types, i.e. state-owned and collective-owned. Rural collectives own land in 

rural areas and sometimes those in towns not owned by the state (Land 

Management Act of PRC, 1998; Chen and Wills, 1999). The state owns land in 

cities and townships as well as large forests and some farmland. The state 

grants land use rights to land users under conditions such as land cost, time 

period and constraint on land use patterns, so that the land users would own 

the land use rights for construction purposes. Only state-owned land can be 

used for urban construction. Thus someone wishing to build a site owned by 

villagers will normally encounter land ownership issues, i.e. the land 

ownership must be changed from collective-owned to state-owned for 

construction purposes. Because villagers occupy most rural areas, the 

                                                                                                                                        
urban sprawl, or protect the environment, or provide adequate recreational 

facilities, or assist urban regeneration, etc (Harvey, 1996). 
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conversion of rural to urban land in China incurs normally not only the 

change of land use patterns, but also the ownership of the land.  

Thus, the land conversion process between most western countries and China 

are quite different. For most western countries, institutional mechanism is 

required to change the land from rural to urban uses, whereas for Chinese 

cities, institutional mechanism is necessary to treat not only the land use 

issues, but also the property rights issues. Conversion of land from rural to 

urban uses in China is subject to the planning constraints for land statues on 

the one hand, and the possibility of going through the procedure required for 

the transformation of the land ownership from collective-owned to state-

owned on the other hand. The framework of land allocation institutions would 

involve more relevant factors and players in tackling the land issues. This 

would lead to high transaction costs for development projects.  

China’s context 

The land use policy of China has roughly experienced two phases. The first 

phase went through the time when urban construction was determined by the 

centrally planned economy; the second phase is shaped by both central plan 

and market forces, namely the transition economy. Literature concerning land 

use policies in China concentrates on the second stage.  

The lack of accurate and reliable data has long hampered the studies of land-

use change in China. The research of Lin and Ho (2003) is one based on 

relatively systematic data because that, though the data are not entirely free 

of error, discrepancy or inconsistency, they were gathered in the first nation-

wide land survey conducted in 1996. The research revealed that the land-use 

change after the Revolution in China is characterized by the expansion of 
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cultivated and construction land at the expense of pasture and unused land. 

The processes of agricultural restructuring, rural industrialisation, and rapid 

urbanisation since the 1990s have accelerated the transfer of massive 

farmland into land for market farming and non-agricultural developments 

uses. 

Some studies on land use in China focused on new characteristics of the 

distribution of land use change after the introduction of land use reform in 

the early 1980s (Wu, 1998a; Gaubatz, 1999; Yeh and Li, 1999; Wu, 2001). 

Empirical studies showed that some rapidly developing cities in China 

witnessed polycentric urban development (Wu, 1998b). Yet the mechanisms 

underlying the physical outcomes were hardly explored. 

Another stream of researches concentrated on the relationship between the 

market and the government (plan) (Chen, Zhang, Zhu and Cui, 2002; Li, 2002; 

Zhou, 2000; Song, 1999; Zhang, 1998; Zhao et al., 1998). With the evolution 

of land system in the past two decades in China, the administrative allocation 

of land has given place to a complex hierarchical system of primary and 

secondary markets for land use rights. Yet the development of land markets is 

still at an early stage (Ho and Lin, 2003). Based on empirical study on urban 

land use and management experience in Gz, China in the past decades, Li 

(2002: p.156) argued that there existed ‘market failure’ and ‘government 

failure’ in urban land resource allocation. As a consequence of the double 

failures, the city saw the real estate boom and uncontrollable land supply in 

the 1990s. Market failure resulted from employing the tool of planning to 

manage urban land as a commodity, while government failure was caused by 

relying on the market to adjust the supply of land as a sort of spatial resource 

of the city (Li, 2002). Most scholars agreed that urban land use should be 
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adjusted by the dual mechanisms driven by the power of both government 

plan and market force (Zhang, 1998; Zhao et al., 1998; Song, 1999; Zhou, 

2000; Chen et al., 2002; Li, 2002). 

However, it is argued that the planned economy remains the dominant force 

in shaping the urban built environment. In his study on the situation of land 

allocation in Tianjin and Gz, China, Dowall (1993) found that without a land 

market driven by the market mechanism the planning system is the critical 

determinant of land supply and the location of development. The efficiency of 

site development is strongly shaped by the land allocation procedure. 

Planning called for the deconcentration of inner city population and the 

construction of new towns in metropolitan areas. It was not market forces but 

the socialist planning principals and practice applied in China that 

determined the urban spatial structure (Dowall, 1993).  

Though Dowall identified the key role of the land allocation procedure in 

urban development of Chinese cities, the power of market mechanism was 

largely underestimated and ignored. Under the transition economy, regardless 

of the availabilities of institutions required in facilitating the operation of a 

free market, the market mechanism has more or less come into power, which 

would surely affect the development outcomes under the old system. It can be 

argued that the same land allocation procedure under different resource 

allocation systems would lead to quite different physical outcomes. The 

reasons are: 1) the actual development relies on the activities at the 

operational level driven by different incentives; and 2) the land use procedure 

itself is also a product of the interactions inside the institutions shaping 

urban land use. This study would give explanation to these points. 
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2.5 Implementation of the conversion process: How do the 

allocation mechanisms affect the conversion of rural to urban 

land? 

Resource allocation is undertaken by the economic system at work in a 

country. Land conversion is not an exception. Generally speaking, there are 

two basic models of economic systems, namely the free market model and the 

centrally planned model, which allocate resources in different ways. Based on 

this, it can be argued that there are the following three essential mechanisms 

affecting the land conversion process: 1) government allocation, 2) market 

allocation, and 3) controlled market allocation. Land allocation at a local level 

is a controlled market allocation. Both the land use policies and the market 

force will affect the result of land conversion from rural to urban uses in the 

city. 

Free market model  

Free market is believed to be the best means for resource allocation (Pigou, 

1932; Coase, 1937). The free market model is based on the existence of a 

price system. “Consumers express their choice of goods or service through the 

price they are prepared to pay for them, in their attempts to maximise 

satisfaction” (Myers, 1994: p.17). Strong desire for scarce commodity can be 

reflected by high price that people offer for it. Theoretically, the price 

mechanism allocates resources to the highest bidder. Enterprises can make 

choices freely in the extent of what is permitted by laws and regulations 

without direct intervention of the government. Under the free market system, 

players in the economy are expected to maximise individual utilities. The 

market allocates resources to the most profitable use. This can be illustrated 
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by the economic basis for central palace theory, in which the most profitable 

uses may be found at the centre of a mono-centric city (Figure 2. 1). 

Figure 2. 1 General equilibrium in a mono-centric city 
 

 

Source: Helsley (2002: p.17). 
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Use that receives the highest land rent represents the most profitable use for 

the land. If the uses of land are simplified into only two categories, i.e. the 

rural use and urban use, it goes without saying that urban use is the most 

profitable way of using land. Then, it is reasonable to say that theoretically 

under the free market mechanism rural land will be transferred into urban 

uses so long as there is the need to accommodate more urban activities by 

increasing land supply. Hence, the city expands with rural land converted 

into urban land gradually. 

The land rent theory of Ricardo gives out detailed explanation of this trend. 

Rent is a payment to the landowner that equalises the rate of profit derived 

from land of different qualities. Rent exists because: (1) land is scarce. The 

amount of available land is fixed, with an inelastic supply curve. Increase in 

demand will result in higher prices (rents) without immediate increase in 

quantity supplied. (2) There is the principle of diminishing returns4. The 

principle of diminishing returns states that if the quantities of a variable 

factor in the product are increased while the quantity for other factors are 

fixed, both the marginal product of the variable factor will eventually diminish 

(Lipsey and Harbury, 1992; Landreth and Colander, 2002). To explain the 

land rent of Ricardo, a model of three plots of land (named grade A, B and C) 

with decreasing products (which will eventually transferred into 

corresponding land rents) was be used (Figure 2. 2, Table 2. 3). For each piece 

of land, the marginal return diminishes as capital and labour invested in the 

                                                 
4 Diminishing return is an important concept formulated by Ricardo, Malthus, 

West and Torrens in 1815 when analyzing issues arising from the controversy 

about the Corn Laws, regulations placing tariffs on importing grains in England. 

It became the foundation of the marginal productivity theory (Landreth and 

Colander, 2002).  
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land keeps on increasing (intensive margin effect). As the marginal returns on 

land of higher product diminishes, it is economically reasonable to use land of 

lower product. The moving from grade A to grade B land (extensive margin 

effect) represents the trend that land of lower rent will gradually be brought 

into use. 

 

Figure 2. 2 Ricardian rent  
 

(Products in bushels) 

 

 

Source: Landreth and Colander (2002:p.121). 
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Table 2. 3 The intensive and extensive margins  
 

(Marginal products in bushels) 

 
Source: Landreth and Colander (2002:p.121). 

This model explains why the built-up areas of cities expand. More 

significantly, the model reveals that, without any physical or policy 

constraints, areas located next to the built-up areas (urban fringes) are under 

the greatest development pressure.  

This argument is also supported by analysis on housing rent. Housing rent 

comprises three components: location rent, structural rent and agricultural 

rent. Agricultural rent represents what the landowners can receive from 

farming on the land. The simple Ricardian model assumes that it was fixed. 

Structure rent, the term referring to the annualised cost of constructing the 

structure for housing, is also fixed in the same model. Thus, housing rent 

reflects exactly the location rent, or in other words, the land rent. 

Microeconomic analysis of the property market argues that housing rents 

increase with the city growth, and the increases of housing rents in different 
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locations are not the same over any one time. It is important to note that, 

compared to mature urban areas, the urban fringe will see a greater increase 

in housing rents than the inner city will do as the city expands (DiPasquale 

and Wheaton, 1996) (Figure 2. 3).  

 

Figure 2. 3 Housing rent gradient in a growing city 
 
 

 

Source: DiPasquale and Wheaton (1996: p.49) 
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Thus it can be inferred that under a free market system there is a general 

trend of conversion from rural land to urban land. The following statements is 

a good elaboration on this: 

“Land where urbanisation is expected to occur is more valuable than land 

where agriculture is expected to continue. The mere anticipation of urban 

development on an area of land increases its value. If this expectation is 

strong and confident, urban developers or speculators may purchase the land 

from the farmer, and be content to leave the land unused until it is developed, 

reaping capital appreciation rather than steady income. If the expectation is 

rather more vague, the land may not change hands, but the farmer may be 

reluctant to invest capital and effort in maintaining levels of fertility, drainage, 

fences or other capital equipment, and in particular he may be reluctant to 

invest in land uses such as orchards which require a number of years to 

mature and become productive. Agricultural land use may therefore be 

discontinued, modified or disintensified ahead of actual urban encroachment. 

The innermost ring of rural land, therefore, may not be given over to highly 

intensive agriculture or to the production of poorly transportable 

commodities, but it may instead be characterised by a lower level of 

agricultural activity that prevailing further from the advancing city” (Mather, 

1986: p.131). 

Even if development takes place sporadically, landowners of the surrounding 

areas may wish their land can be sold at a high price one day. Many of them 

would also become less willing to improve or maintain the situation of the 

land for agricultural uses (Mori, 1998). The land conversion process would 

keep on going until equilibrium is reached. 
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A simplified model of land allocation between different uses under free market 

system is shown in Figure 2. 4. It is assumed that the rent-offer function for 

agricultural (La) is flat whereas that for urban uses (Lu) is declining. Land 

located between the city centre and A (the ‘social optimum demarcation’) 

would go to urban uses. Those far from the centre beyond A would be for 

agricultural use. A represents the theoretic boundary between land for urban 

and rural uses. If negative externalities of urban uses, say, pollution and 

congestion, are taken into account and suggested to lead to increasing 

infrastructure or compensation costs, L’u would be the realistic social demand 

curve. It is anticipated that the social optimum demarcation at B could be 

achieved through public regulation with the aspiration to accumulate most 

part of the difference between P2 and P1 to the public so that the marginal 

social cost could be largely compensated.  

As for land allocation institution, the market system relies on the price 

mechanism to allocate land to its most valuable use.  As an institution to 

support the operation of the price mechanism, the Contract Law system was 

developed and enforced to deal with externalities of human activities by 

defining individual property rights under the market economy. People use 

contracts backed by the Common Law to identify the terms of transaction in 

the market.   
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Figure 2. 4 Allocation of land between different uses when negative 
externalities are presented 
 
 

 
 

Source: Mori (1998:p.1543). 

 

Centrally planned model 

A centrally planned economy model has the following characteristics: 

dominant government sector, common ownership of wealth, use of legal 

system as an instrument of the state, and less importance of the price 

mechanism. In this model the state decides what the community need and set 

targets for individuals or sectors. Theoretically, resources are allocated 

according to the plans of the central government under the planned economy. 
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The central government formulates a development plan for the whole country 

according to the need and availability of resources. Then, the overall 

development objectives are divided into specific development objectives for 

different administrative regions or industries. Development plans at the local 

level should comply with those of the ‘upper’ levels and ultimately that of the 

central government. There is a top-down policy process in general under a 

planned economy process. The planned economy model has its own 

inefficiencies and is often criticised for low efficiency (Ratcliffe et al., 1992).  

Apart from the difficulty of constructing national forecasts upon which a 

national plan is based, there are obvious difficulties (inefficiencies) in the 

following tasks associated with the implementation of central plans: 1) 

establishing local targets that are appropriate; 2) Communication; 3) 

interpretation and measurement of results, etc. 

Land conversion from rural to urban uses in a centrally planned model can be 

conducted in two ways. One is government initiative through services or 

infrastructure expansion to targeted areas for future urban use. The other is 

to regulate potential development driven by the price mechanism to ensure 

social or environmental sustainability.  

Three disadvantages of non-market administrative allocation of land are 

identified (Dowall, 1993) as 1) land users have no incentives to use land 

economically, for the assignment of land resources does not take economic or 

social costs into account; 2) the administrative assignment system 

contributes to price distortion in the economy, which places enterprises and 

households at different starting points in the economy and causes ineffective 

competition as a consequence; and 3) the inflexible bureaucratic allocation 
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procedure cannot respond to rapid economic, social and technological 

changes.  

Controlled market allocation 

Free market systems or centrally planned systems do not exist in a pure form. 

In practice, all countries have a mixed economy in which elements of private 

market and public provision and regulation coexist. In other words, in a 

country whose system closely resembles the free market model there is 

certain degree of government intervention, and a centrally planned system 

also employs certain elements of monetary value. 

In a free market economy, the transfer of land from one use to another 

originates from rent-seeking behaviour to maximise individual utility.  Utility 

maximisation creates ‘rival’ land uses and realises the scarcity and value of 

land. This is adjusted through the price mechanism.  

Efficient allocation of resources is defined as the sort of situation in which it 

is impossible to “make any one person better off without making at least one 

other person worse off” (Lipsey and Harbury, 1992: p.82). The term ‘Pareto 

optimality’ is used to describe this. Efficient allocation of resource is 

described as Pareto optimality. Three conditions are necessary for achieving 

Pareto optimality: 1) exchange efficiency: A Pareto optimal position will be 

achieved when the marginal rate of substitution between any two goods is the 

same for each consumer; 2) Factor-combination efficiency: requiring that the 

marginal rate of technical substitution between factors is the same in each 

use of the resource and for all producers; and 3) Economic efficiency: 

requiring that the actual product-mix is the one that can satisfy the society 

the most (Harvey, 1996). “A change of land use or development could be 
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regarded as a move towards Pareto efficiency if the economic gains outweigh 

the costs to the affected parties” (Corkindale, 2004: p.13). Full economic 

efficiency of resource allocation is achieved only when marginal cost is equal 

to marginal utility in all industries through the operation of market forces.  

Due to the capacity of this study it is hard to discuss here about what is the 

best combination of various uses of urban land in pursuing factor-

combination efficiency. That requires detailed analysis based on not only the 

land rent theory but also others.  

However, the allocation of resources by a pure market system is questioned 

by certain recognised causes that will incur market failure. The resource 

allocation by a laissez-faire price mechanism may result in an inefficient 

distribution of resources. As there is distorted effect on the most effective 

resource allocation in all sectors, the impossibility of perfect efficiency results 

in a shift to the ‘second best’ choice.  

The occurrence of market failure “can be due to the presence of (1) public 

goods…(2) merit and demerit goods…(3) externalities …or (4) imperfect 

competition. Additional market shortcoming may be due to incomplete 

information, and dynamic considerations leading to sluggish or volatile 

markets” (Lipsey and Harbury, 1992: p.237).  

‘Externalities’ are frequently encountered in urban land use management. 

They can be either negative or positive. Externalities (or external effects) exist 

when some people will benefit or suffer indirectly from the consequence of 

production or consumption from others. The building of a park is good to the 

surrounding resident areas for environmental improvement. This is a case of 

positive externalities in land use. On the contrary, a factory causing pollution 
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to neighbouring houses incurs negative externalities, and the cost of dealing 

with the pollution becomes a social instead of private cost. Private businesses 

motivated by profits will not take account of these externalities unless some 

public action is taken (Lipsey and Harbury, 1992). In the light of this, a 

certain degree of government intervention is required to ensure social justice 

in land use. Government intervention in the distribution of resources pursues 

two goals: efficiency and equity. Policies adopted by the state may include 

those using or improving the market system, and some extra-market policies 

(Lipsey and Harbury, 1992). Through government fiat some external effects of 

private decisions could be internalised. With services and goods provided and 

financed collectively a Pareto improvement could be reached (Harvey, 1996). 

Reconciling public and private ordering of land use  

According to Wolff (2001), there are three kinds of objectives for government 

intervention in land market. First, to ensure certain development objectives 

can be safeguarded. This is based on the widely accepted notion that land 

development may have great externalities. The mentioned objectives include 

the realisation of housing stock, rational spatial structure, sustainable 

development, etc., which are important to the future development of the area. 

Secondly, the local government wants to receive financial interests from the 

development to cover the governmental investment in such aspects as 

infrastructure in the area for its development. The intended financial interests 

are usually for equalisation of profits and losses in site development. 

Moreover, the local government also expects sometimes to make profit from 

the development of certain projects to support other projects. Thirdly, 

government intervention is designed to encourage the commencement of 
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development, because under some circumstances a planned development is 

not started due to estimated risk or shortage of capital.  

Under the free market mechanism, land would be allocated between 

competing uses by the price mechanism and the interaction of demand and 

supply. It tends to be used in the way through which the highest revenue 

could be earned. The laissez-faire situation would create insuperable 

problems for the built environment and the welfare of the society. Thus, 

urban planning is justified by the concept of market failure in welfare 

economics founded by Pigou, which suggests the need for pro-intervention by 

the public (government) to deal with ‘externalities’ and provide ‘public goods’ 

(Pigou, 1932). It serves the goal of the government to secure social economic 

and environmental balance in urban land use. Urban planning has become 

an important extra market policy tool for government intervention in land use. 

Planning system is a division in the whole legislation system for land use 

policies. The land use policies of a city can be explained by the planning 

system defining how public ordering interacts with private ordering in urban 

development. ‘Planning system’ refers to the “collection of institutional 

arrangements, powers and resources which …constitutes an explicit 

programme for the management of land use and environmental change” 

(Healey et al., 1988: p.2). Under the price mechanism market forces are relied 

upon to allocate land to its most valuable use. Planning is a major tool of 

control and facilitation exercised by the government to regulate individual 

land use activities. For instance, zoning in the US is a category of system to 

impose government intervention on land development under a free market. 

Zoning is the most comprehensive tool to influence the land development 

process. It is designed to prevent externalities on the community and value of 
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neighbouring property that might arise from the utilisation of a land parcel. 

Under the system the purpose of eliminating the harm from land development 

is expected to be achieved by designating permissible uses for all land parcels 

in terms of allowable activities, form and density of buildings, and 

replacement of buildings on lots. Besides zoning, there are other devices that 

can be used in land development control. For instance, property taxation can 

be used to indirectly control change of land from one use to another. It 

functions by devising differential tax rates to affect the cost of holding land in 

non-urban uses. It was attempted in some states of the US to forestall land 

conversion from rural to urban uses (Lee, 1979). 

Under a planned economy land is allocated according to national economic 

plan. Town planning serves as a tool for this purpose mainly by arranging for 

site selection for projects of the State. Its performance is a function of the 

intention of the government rather than market forces. Under the market 

system the main force to urban development is initiated from private sectors. 

The state does not invest directly in urban construction. Planners can only 

partly forecast and decide on the future development of a city based on 

analyses of historic data of the city and materials of comparable cities. It is 

impossible for planners to decide the future of a city simply by preparing 

plans. More to the point, planning cannot tell developers what to do but what 

cannot do (Sun, 1997). Under such situations, instead of guiding the site 

selection for construction funded by public investment, urban planning has 

the responsibility of controlling undesirable constructions that may have 

considerable bad impacts on the surroundings. In such a system the function 

of urban planning should be supported by well-established legislation system 

that can provide clear regulations about ‘rules of the game’. 
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In China, the revival of urban planning commenced in 1978 when the State 

council formally restored the role of urban planning. Urban planning received 

much attention from the earlier 1980s, which is almost the same time when 

the whole nation was under the initial stage of economic transition. 

As the tool for public ordering, the function of urban planning in transition 

economy should be two folds. On the one hand, urban planning should keep 

on exercising its power in guiding urban development as it does in a planned 

economy. On the other hand, urban planning should be capable of controlling 

construction initiated by private sectors (Sun, 1997). The study will further 

discuss the relationship between the government and the market in land 

allocation process under the transition economy. 

2.6 Understanding the urban process 

 Facets affecting urban built environment 

The configuration of urban built environment received much attention (Ball, 

1986; Knox, 1991; Wu, 1998a; Yeh and Wu, 1995; Yeh and Wu, 1996; Harvey, 

1978; Knox, 1993; Lo, Pannel and Welch, 1977; Lo, 1994; Wu, 1995; Lo, 

1986; Yeh and Hu, 1995). Explanations of the mechanisms for urban process 

fall in several paradigms. From socialists’ point of view, built environment is 

shaped by the competition between social groups with different lifestyles and 

preferences. Neoclassic urban economics treats the competition between 

markets of a system as central to the urban process. In the field of urban 

management, urban change is shaped by the decisions made by people with 

decisive power. However, these explanations are challenged for being unable 

to give a full understanding of the causes deep inside the urban process. 

Political economy views economic motivation as the ultimate determinant of 



 62

urban development in capitalist cities. There are also explanations by cultural 

analysis. However, the analyses aiming to find the basic impetus of urban 

process were criticised for having oversimplified the sophisticated framework 

that is suitable in explaining the political-economic system. It was argued 

that whether economic motivation is solely the basic determinant of urban 

landscape or not, it is modified by the institutional arrangement of the society. 

It was suggested that the roles of social agencies or other actors could be fully 

understood through analysis of what is called the ‘structure of building 

provision’, which contains a wide range of factors and players such as the 

state, the planning and design professionals and the building industries. (Ball, 

1986; Knox, 1993; Wu, 1998a). The paradigms could be classified into two 

mainstreams of explanation to the built environment. One of them focuses on 

the profit-making behaviour in the capitalist cities. The other looks into a 

broader spectrum of players in the urban process. Some scholars brought the 

two streams together (Ball, 1994; Carpenter and Lees, 1995). Moreover, 

researches addressing issues of Chinese cities drew much attention to the 

socialist ideology without identifying the constraints originated from the 

specific political economy structure. Yet, it should be noted that even studies 

incorporating both of the two concepts simply illustrated the behaviour and 

power of the players involved. There are inadequate discussions about how 

these factors have led to the factual evidences of the urban process.  

Economic transactions in urban process 

Land uses reflect the distribution of economic activities. The development 

process is based on a series of transactions of developers to maximise 

personal utilities. The concept of transaction in the market is interpreted in 

different senses. It includes both the transfer of goods and services across a 
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“technically separated interface” (Furubotn and Richter, 1997: p.41) and “the 

alienation and acquisition between individuals of the rights of future 

ownership of physical things” (Furubotn and Richter, 1997: pp.41-2). 

Transactions are also concerned with social actions. Transactions between 

players including politicians, bureaucrats, etc., and the exercise of public 

authorities in the form of judicial decision and administrative acts should also 

be considered.  

Development of policy analysis approaches 

Land use policies can be regarded as resource allocation policies seeking to 

obtain equilibrium between social, economic and environmental goals. 

Brinkerhoff (1997) classified the development of approaches and concepts for 

policy analysis into three generations. The following paragraphs make a brief 

review of the methodological development in this field. 

The first generation of policy analysis consists of the concepts and techniques 

of Neoclassical Economics. It tries to achieve ‘first-best’ equilibrium through 

macroeconomic modeling to maximise socioeconomic welfare for most people 

of the society. The approaches assume that, on the one hand, goals of the 

governments are to maximise welfare for all citizens, on the other hand, the 

governments are able to implement effectively policies that are chosen with 

sufficient administrative capacity. Cost-benefit and rate of return 

methodologies were introduced to arrive at a result for decision-making’s 

reference. However, many countries adopted development strategies that were 

technically incorrect from a neoclassical economics’ point of view. Starting 

from a theoretical direction, the models of Neoclassical Economics is criticised 

for the assumptions they are based on.  
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Criticism of assumptions above-mentioned led to the emergence of the second 

generation of analytic approaches, in which political and institutional 

considerations are taken into account in policy formulation in pursuing 

socioeconomic sustainable development (Brinkerhoff, 1997). Theoretic bases 

of the second-generation policy analysis approaches include the ‘New 

Institutional Economics’ (North, 1990), the ‘New Political Economy’ (Meier, 

1991) and the ‘New Institutionalism’ (Ferris and Tang, 1993).  

The New Institutional Economics regards markets and hierarchies as the two 

ends of an institutional continuum. In this system, economic exchanges are 

mediated by transaction costs (Williamson, 1979). Institutions cover a wide 

range of rules constraining behaviour in economic transactions. These rules 

include market regulations, organisational procedures, property rights and 

cultural norms etc. They create incentives that will influence the decisions of 

actors about whether or not to enter into economic transactions (Nabli and 

Nugent, 1989; North, 1985; Williamson, 1981). “…(E)conomic efficiency is, if 

not institutionally determined, at least institutionally influenced to an 

important degree” (Brinkerhoff, 1997: p.4).  

The Political Economy sees incentive patterns as a function of underlying 

political objectives and interest group interactions. It shed light on the reason 

why government often adopted economically irrational policies (Bates and 

Krueger, 1993; Meier, 1991; Nelson, 1990; Brinkerhoff, 1997). The Political 

Economy contributed to the theory of transaction costs by showing how 

incentive structures create opportunities for rent-seeking and how they are 

made use of by regimes to maintain support from their constituencies 

(Krueger, 1993). Thus, approaches of the second generation focus on issues 

including information and transparency, civil service reform, privatisation, 
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decentralisation and corruption, etc. (Brinkerhoff, 1997; Bates, 1981; 

Klitgaard, 1991; Perkins and Roemer, 1991). Among new findings from what 

is called the ‘new political economy’ is the argument that governments of 

developing countries are “neither wholly predatory, nor totally devoted to self-

aggrandizement at the expense of pursuing policies that yield some set of 

wider benefits to citizens” (Brinkerhoff, 1997: p5). With the new analytic 

framework it was argued that the perspectives of public choice theorists and 

the conventional welfare economics are two special cases, somewhere between 

which is the real world (Lewis, 1989; Rausser, 1990). Policy analysis tools 

based on this make it possible for decision-makers to use results of policy 

analysis to achieve espoused policy goals. Moreover, it helps to explain how 

institutions are modified in particular policy situations (Brinkerhoff, 1997). 

The ‘New Institutionalism’ is multidisciplinary, combining theories in the field 

of Institutional Economics, the New Political Economy and other social 

science disciplines. Its contribution lies in the identification of key factors for 

institutional arrangements that are suitable to implement policy choices 

effectively and deal with institutional problems such as free-riding 

phenomenon, corruption, information asymmetries, and uncertainty of 

outcomes (Brinkerhoff, 1997).  

The third generation of policy analysis regards policy analysis and design as a 

process. Policies are “dynamic combination of purpose, rules, actions, 

resources, incentives and behaviors leading to outcomes that can only 

imperfectly be predicted or controlled” (Brinkerhoff, 1997: p.6). Between 

policy statues, targeted populations, implementers and sociopolitical 

environments there are sophisticated interactions. Social and institutional 

factors should be incorporated into technical policy alternatives.  



 66

In conclusion, Brinkerhoff (1997: p.7) identified the following implications for 

policy analysis concepts and methods: “(T)he need for better understanding of 

the inner workings of institutional variables in the policy process, an analytic 

focus that integrates implementation more effectively into the policy cycle, 

(and) an emphasis on helping policymakers and their designates to monitor 

and manage the implementation process more strategically”. This shed light 

on the analysis approach that this study will choose. 

Institutional approaches 

Institutional Economics studies the relationship between economic behaviour 

and rules of the game. New contributions to Institutional Economics form the 

base of the institutional approaches, which is a mainstream of policy analysis 

receiving increasing attention. Institutional economics is closely tied to 

Transaction Cost Economics. Transaction Cost Economics challenges the 

neo-classical approach to economic analysis that assures economic 

transactions are largely cost-free. Transaction incurs significant costs such as 

the costs of obtaining information and negotiating, measuring and enforcing 

contract in the real world (North, 1985, 1990).  

The institutional approach is a way conducted in a systematic manner to 

have a full landscape of complex issues involving social order, public policy 

and resource allocation decision-making. It “focuses on the detailed relations 

that exist in every market transaction. It is concerned with the structure of 

market transaction and interaction of this structure with the framework of or 

web of rules that surrounded every transaction. It provides an analytic 

mechanism for examining such relations and is particularly relevant to high 

value transactions…” (Seabrooke and Kent, 2001: p.31). The institutional 
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approach emerged when the mainstream economics was criticised for being 

significantly separated from sociology and behavioural science (Kasper and 

Streit, 1998).  

Institutional approach has strength in analyzing the complicate issues 

concerning social order, public policy and resource allocation. It would be a 

useful tool in explaining the dynamic interactions between institutional 

factors leading to the factual land allocation outcomes. There is vast literature 

about issues that are not directly related to elements of production and goods 

exchange in common sense yet definitely determine the economic decision-

making in reality. These issues are often probed into through institutional 

analysis. This approach has also been noticeable and adopted in researches 

concerning land use policies, such as those by Healey (1990, 1992, 1998). 

2.7 Summary  

Property rights conditions are important issues among the institutions 

constraining land use. Rural land and urban land are different in terms of 

use rights and, in China, ownership, which complicate the transactions over 

land. 

The price mechanism and planned economy mechanism represent contrasting 

approaches to resource allocation. However, these two systems are mutually 

incompatible. Competition arises when the planned and market mechanisms 

are in force in the same place. The rules governing land use under the 

transition economy becomes much more sophisticated. 

There has been clear knowledge of the market allocation mechanisms (Figure 

2. 5). There has also been literature that helps us to understand how the 
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planned economy mechanism worked in China in the past. However, most 

research findings about land use policy in China under the economic 

transition rest on using some policy issues to interpret factual land 

development results.  

As Wu (1999) argued in the study of the process of landed-property 

production in China with reference to Shanghai, the flow of capital in and out 

of the built environment is not automatically conditioned by the production 

sphere or relative profitability in the context of a transition economy. Rather, 

it is dependent on the active involvement of various agents or ‘game players’ 

with different interests and motivations. Capital circulation is the intrinsic 

dynamic rather than the precondition of the game. Also, the predominant role 

of the state is becoming substituted by complex interactions among local 

governments, state-owned enterprises and foreign investors in urban land 

development. These indicate that more researches should be done to learn 

how the policy changes under the mixture-planned economy affected the land 

development outcomes, or in other words, what is the full picture of the land 

use policies under the transforming system. This study will try to link the 

theories previously addressed with the land conversion issues in Gz for an 

understanding of the problem (Figure 2. 6). 

The processes of urban development include combinations of economic 

transactions in the built environment. It is extremely complicated under the 

transition economy. The phenomenon of urban development cannot be 

interpreted with a simple and static model of Neo-classical Economics. 

Rather, it is a dynamic process accompanied by interactions between various 

factors involved. To understand how the development decisions are made and 

influence the human built environment, there should be a concept of the 
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political, social and economic framework that shape the decision-making and 

physical results in the urban process. Institutional approach can be 

introduced in analysing land use issues that are of great social, economic and 

environmental concern. Comparing to other approaches normally used, it has 

the strength in interpreting the full context that conditions the land use 

transactions in the real world. This study adopts an institutional approach to 

tackle the problem.  

 

 



 70

 
 
Figure 2. 5 Land allocation under free market system 
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Figure 2. 6 Research area of this study 
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Chapter 3 Institutional Approach and Applications 

3.1 Key concepts of institutional approach 

Uncertainties 

Three essential features of economic and political transaction are identified as 

the uncertainties, frequency of the transaction and the degree of involvement of 

the transaction-specific investments (Williamson, 1979). The importance of 

uncertainties has been recognised for a long time. The more uncertainties the 

more transaction costs will appear.  

Transaction has always uncertainties. There are three kinds of causes that 

would lead to uncertainties (van de Mortel, 2002). One is inadequate 

information, uncertainties arising from which are of key importance to the 

theory of transaction costs in new institutionalism. It is impossible to obtain 

full information for decision-making because it is costly to collect information 

(Coase, 1960; North, 1990). The second cause of uncertainties lies in the 

impracticality for human beings to handle all related information. To overcome 

this, people may follow some rules or principles sometimes embodied in 

institutions. The third source of uncertainties, which are regarded as risks 

instead of uncertainties by some scholars, is the impossibility to forecast the 

future.  

New institutional economists believed that uncertainties are determined by the 

institutional settings over the transaction. Individual decision-making in the 

market is shaped by the institutional arrangements relevant to the transaction.  

Transaction costs 

Neoclassic economists treated the allocation of resources as the result of 
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first-best outcomes by individual decision-making under perfect competition, 

or with the optimal regulations imposed by the government for the 

consideration of social welfare (Lipsey and Harbury, 1992; Drobak and Nye, 

1996). Neoclassical Economics failed to go deep enough to find the existence of 

transaction costs in the past. There was a long period of time when economics 

theorists treated transformation costs as the sole costs of production. Coase 

identified in 1937 a number of different sorts of costs that are related to the 

exchange process. They include “the costs of obtaining relevant information” 

(such as what are the relevant prices for the goods) and “the costs of bargaining 

and making decisions, and finally the cost of policing and enforcing contracts” 

(Hodgson, 1988: p.180). Coase stressed the importance of clearly defined 

property rights in saving such costs (North, 1985, 1990; Jiang, 2002). 

Institutional economists name these transaction costs. According to Coase 

(1960), the neoclassic paradigm can only yield the implied results of resource 

allocation with zero transaction costs. 

The New Institutional Economics argues that transactions are costly. In other 

words, there exist positive transaction costs for decision makers performing 

activity in the economic system (Furubotn and Richter, 1997). With the 

introduction of the transaction costs theory, traditional production 

relationships were re-interpreted with a new viewpoint of the production costs. 

In this new viewpoint the total costs of production include both transformation 

costs and transaction costs. Transformation costs involves resource inputs 

required in transforming the physical attributes of a good. Transaction coasts 

are costs in defining, protecting and enforcing property rights over goods (North, 

1990). “With positive transaction costs, resource allocations are altered by 

property rights structures” (North, 1990: p.28). Transaction costs include the 
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resources required by these social transactions. It also incur in the 

establishment, use, maintenance and change of institutions in the sense of law 

and rights (North, 1990; Williamson and Masten, 1995; Furubotn and Richter, 

1997).  

Institutions 

Institutions are rules of human interaction that constrain possibly arbitrary 

and opportunistic and erratic individual behaviour (Kasper and Streit, 1998). 

North (1990) regarded them as ‘rules of the game’. Institutions are important 

because measuring what is valuable, protecting rights, and policing and 

enforcing agreements are costly. Institutions are created to reduce 

uncertainties in transactions. Because of the existence of institutions it is 

possible for us to predict and thus facilitate the division of labour and wealth 

creation. Institutional frameworks consisting of formal and informal rules and 

enforcement mechanisms stabilise the transaction costs in economic activities. 

If the efficient outcome as predicted by neoclassic economic theory may only be 

achieved with zero transaction costs, it is of most importance to create an 

environment of low-transaction costs for economic development (Yeager, 1998). 

From an institutional point of view, market is an institution in its own right. 

Market imposes obstructions and constraints on transactions too. However, 

market can dramatically reduce transaction costs that would otherwise be 

much greater in fragmented, non-market exchanges (Hodgson, 1988). This can 

explain why market exists. First, the market helps to publicise prices and other 

information of goods or makes it easier for actors to search relevant information. 

Secondly, the procedures and conventions for transactions are more easily 

established in the market. Finally, because the market is associated with 



 75

norms of conduct and codes of practice among parties of the transaction, the 

cost of policing and enforcing contracts will also be reduced in the market.  

Not all transactions are organised in a market structure. In attempting to 

explain the causes, Hodgson (1988) suggested that some non-market 

exchanges take place possibly because of the requests for specialised contracts 

and heterogeneous products, or the high cost of entering the market, or the 

concentration of market forms in some sphere and not in the others for any 

reason. 

Based on their origin, institutions can be classified into two categories, namely 

the internal institutions and the external institutions. Internal rules evolve 

from human experience and incorporate solutions that have tended to serve 

people best in the past. They are shaped by long-term human experience and 

become a tradition that will be perpetuated. External rules come into existence 

because they are designed, are made explicit in legislation and regulations and 

are formally enforced by an authority outside society. Here the authority refers 

to agents authorised by a political process (Kasper and Streit, 1998). 

Institutions are shared in a community and are implemented by some sort of 

sanction. Sanctions are essential to institutions without which institutions are 

useless. As rules to regulate human behaviour, institutions should be stable in 

order to achieve effectiveness. Rules that change all the time are harder to 

understand. 

According to North (1990, 1994), the formation of institutions is the product of 

bargaining between parties involved in decision-making. Thus, institutional 

arrangements are not necessarily in the interests of the society. They also 

reflect the private interests of parties that have bargaining power.  
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The structures of and interactions between institutions can be explained by 

referring to a nested institutional hierarchy (Ostrom, 1990; Oakerson, 1992), in 

which institutional arrangements affecting decision-making are classified into 

three levels, namely, the constitutional, governance and operational level. In a 

bureaucratic structure, rules/policies at the upper levels are stricter, and 

should be followed by those at the lower levels. 

There are several terms commonly used in researches adopting the 

institutional approach. One is the ‘institutional arrangement’, which can be 

defined as “a set of behaviour rules that govern a specific pattern of action and 

specific relations” (Zheng, 1995: p.23). Institutional arrangements are 

determined by ‘rules of the game’ for land use transactions. Individuals or 

organisations can impose limitation on others by setting and enforcing rules 

(North, 1990; Kasper and Streit, 1998; Seabrooke and Kent, 2001). Another is 

the ‘institutional structure’ that is used in representing the totality of both 

formal and informal institutional arrangements in a society” (Lin, 1989). 

Furthermore, ‘institutional change’ refers to changes in specific institutional 

arrangements (Zheng, 1995). 

 
3.2 Analytic framework of the study 

A dominant feature of the economy system in transition is high degree of 

uncertainties resulting from the change or collapse of the old system. Theories 

of Neoclassic Economics failed to interpret the practical economic phenomenon 

for neglect of the uncertainties and interactions in economic process (van de 

Mortel, 2002). In light of this, it is suitable to choose the institutional approach 

as a dynamic one for the interpretation.  
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This study will try to navigate the landscape of the institutional framework 

concerning land conversion policy in Gz. In doing so, the template developed by 

Seabrooke and Kent (2001) (Figure 3. 1) would give some idea of the full picture 

of the key factors in real estate transactions. 

Figure 3. 1 Seabrooke and Kent ‘scoping’ template for international real estate 

transactions 

 

 

Source: (Seabrooke and Kent, 2001). 

The template was initially designed to help us to map the landscape of real 

estate adventure in an unfamiliar environment from a developer’s point of view. 

It tries to enable real estate players to find the starting point to acquire 
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additional knowledge for the potential development project and define which 

factors should be tackled carefully in order to avoid or minimise risks. Though 

it is originally created to guide real estate practitioners for decision-making, it 

could also serve as a good framework for research purpose in the field of urban 

land use policies.  

According to the template, the institutional frameworks of land use policies are 

constructed with factors at three levels, namely the constitutional level, the 

governance level and the operational level. This classification will help us to 

grasp the main factors more easily.  

With reference to the scoping template introduced ahead, the key issues at 

each level of the institutional framework are identified.  

Constitutional level 

Rules of the game at this level define the rights and duties of individuals and 

specify the nature and scope of the collective authority structures. They include 

the legislation and government structures that are relatively stable (Seabrooke 

et al 2003; Seabrooke, Yeung, Ma and Li, 2004). The rules are usually robust 

and difficult to change. They should be followed strictly. Modifications to them 

would usually require complicate procedure and long time. Much emphasis has 

been laid on the legislation concerning land use in china under the transition 

economy. The legislation system saw intensified modifications and has created 

rather different incentives or constraints to real estate development in Chinese 

cities. They include laws or regulations concerning property rights, economic 

development, land administration, urban planning, environmental protection 

and sustainable development etc. at the national provincial level and municipal 

level. Moreover, promulgated plans for urban land use are regarded as a sort of 
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documents with legal effect at the constitutional level.  

The economic and social development plans that are formulated by the 

development planning authorities in central and local governments 

development plans establish general goals for the whole society to pursue in 

China. The plans include what is called the  ‘five-year plan’, annual plan, and 

long-term vision. They were important under the old planned economy and 

thus belong to factors at the constitutional level. However, as the roles of 

working units as the main housing suppliers for citizens, and the state-owned 

enterprises as the city builders are all weakening. The resources provided by 

the government for planning implementation are generally decreasing. 

Investment from private sectors becomes more and more important in urban 

construction. The social and economic development plans are exercising 

weakening power on the land allocation process at municipalities under the 

transition economy. 

Governance level 

The government agencies at this level interpret and ensure the implementation 

of land use policies at the operational level. This is usually achieved by 

development control though designated land use application procedure.  

The governance structures are responsible for implementing the national 

policies at the provincial and municipal levels. As for land use policies during 

the study period of the research, the government hierarchy defining the duties 

of and relations between government departments that would play important 

roles in the land allocation process has not changed greatly. 
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Operational level 

The operational level includes the decision-makers who have the power 

(normally bestowed by legitimate ownership rights) to activate the use 

allocation and distribution of the factors of production. Land conversion is 

driven by the need for urban construction projects, which would undergo a 

rather complicated procedure comprising project establishment, site selection, 

planning application, land expropriation and practical construction etc. 

Developers, professionals and landowners or existing land occupants are 

players in the procedure that should be focused on in the research. Their 

decisions or actions are shaped by those at the upper two levels, namely the 

constitutional and governance level. However, it is also interesting to see that 

the factors at the operational level could adroitly adapt their strategies in 

‘fighting’ with the upper two levels so as to maximise individual utilities. 

The research regards new policy guidance initiated from the State as changes at 

the constitutional level. The practical implementation of development reflects 

situations at he operational level. Between the former two levels is the 

governance level, players at which may play a coordinating role between the 

former two levels. 

3.3 Studied time period 

Yangcheng Night Post (1991) reported on 31 March 1991 that the Gz 

Construction Commission, on behalf of the Gz Municipal Government (GzMG), 

signed a contract with the Jingguang Co. Ltd, a company from Hong Kong the 

day before about selling the use rights of two pieces of state land for 

development. The two land parcels were all for residential use and covered an 

area of 20,000 sq. m. and 4500 sq. m. respectively. The former was located near 
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the Tianhe Stadium while the latter was close to the Wuyang New Town, one of 

the earliest residential districts built in Gz. A total floor area of 120,000 square 

metres can be built on the two land parcels. The longest time duration of the 

use rights of the land transferred was 70 years. According to the news report, it 

was for the second time that the GzMG sold land use rights since the first case 

happened half a year before. It also indicated a big step forward in the 

utilisation of foreign capital in real estate development in Gz1.  

Considering its significance the time of the mentioned news report can be 

regarded as a documented time point announcing the commencement of the 

transformation of the land allocation system from under the planned economy 

mechanism to the transition economy mechanism in land allocation in China. 

It is called ‘documented time point’ because that the piece of news was reported 

by Yangcheng Night Post, a newspaper of the Chinese Communist Party 

(dangbao). News published by dangbao can be generally regarded as officially 

permitted or announced. From then on, Gz gradually implemented the policy of 

paid land conveyance with time limit. In the following several years, Gz saw 

rapid development in real estate industry and even experienced what is now 

called the ‘real estate boom’ in the early 1990s.  

In 1986, the municipal government of Gz organised for the first time a land 

tender for inner city renewal project. The project involved the redevelopment of 

                                                        
1 Gz Economy and Technology Development Zone (GzETDZ) was the pilot area for 

paid land use in Gz. It held a tender for land lease in 1988. As a pioneering 

experiment the first case was handled by inviting specific domestic bidders. Two 

more pieces of land were disposed of through public tendering and granted to land 

users from Hong Kong later in the same year. Considering they were cases 

happened under special policy area (i.e. the GzETDZ) of the city, this research does 

not treat 1988 as the starting point of the land reform in Gz.  
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an old residential district, the Dongfeng Street District covering a land area of 

25.7 ha. The development enterprise as the winner should be responsible for 

building the municipal utilities inside the district. In addition, as a 

compensatory payment for the land, the enterprise should hand over to the 

government some completed flats added up to a total floor area of 23 thousand 

sq. m. This is officially regarded as the time when the land use reform 

commenced in Gz (Editorial Committee of Real Estate History, 1995). Though it 

was mentioned before that the land reform was commenced in 1986 in Gz, 

However, the case is actually one in which the developer paid land rent in 

material objectives instead of money. It represented the ‘initial stage’ of land 

rent collection by the government. To be closer to the sense of modern market it 

is better to pick a time point indicating the happening of actual payment of land 

rent by developers. Thus this study concentrates on the history in the 1990s 

when land premium had actually been realised in the form of currency. 

Furthermore, field study of this research began in 2002. Thus, it is reasonable 

for us to analyse relevant information dated up to 2001. If we adopt the time 

point of the piece of news reported by the Yangcheng Night Post as the 

beginning, and 2001 as the end of the time period to be studied, the total 

studied period would cover around 10 years. Information during this period 

would be sufficient in helping us to understand the institutional change of land 

use policies in Gz, China. Thus, this study will concentrate on the evolution of 

land use policy between 1991-2001. 

3.4 Case studies 

Case study method 

According to Yin (1994), case study is a comprehensive research strategy. Case 
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study as a category of empirical inquiry investigates “a contemporary 

phenomenon within its real-life context, especially when the boundaries 

between phenomenon and context are note clearly evident” (Yin, 1994: p.13). 

Case study research relies on multiple source of evidence and incorporates 

logically the specific approaches in data collection and analysis. The case study 

method enables researchers to cope with the technically distinctive situation in 

which the variables of interests are more than data points.   

Under the planned economy, development actually occurred at the governance 

level where the government authorities were directly involved in resource 

allocation. The way in which the transition economy influences the allocation of 

land resources is through the mechanism comprising both planned and market 

economy forces. The power of resource allocation is shifted from the governance 

to the operational level under the transition economy. In this process the 

mature structure of an old system, namely the planned economy system is 

challenged by a new mechanism, i.e. the price mechanism. People with power 

invested their life in the old structure under the planned economy system. 

When the old system is challenged by the market mechanism, they do not want 

to surrender their power that would bring about interests for them through 

rent-seeking behaviour. There is great potential for friction in this process. On 

the one hand, the government authorities do not want to relinquish their power 

to the operational level. On the other hand, developers want to have more 

freedom in decision-making. The problem here lies in how to investigate the 

transition of power between levels of the old planned economy system. How 

about the efficiency and effectiveness of land allocation under the transition 

economy? The picture under different situations is not uniform. These 

problems are quite complicated. It is impossible for anybody to solve them 



 84

through giving out an overall and comprehensive interpretation of all the 

aspects in all regions. In light of these considerations, the study adopts a case 

study method. The research tries to identify and measure the physical evidence 

produced by the institutional changes introduced by the transition from 

planned to market economy. Case studies are helpful to cover the contextual 

condition of a contemporary phenomenon, i.e. the land conversion process in a 

city.  

Case studies involve what methodologists call ‘thick’ descriptions: rich, full 

information that should come from multiple data sources, particularly from 

firsthand observations. Many interviews were conducted for this study. There 

might be some methodological pitfalls arising from interview concerning the 

reliability of information provided by interviewees. In spite of this, it can still be 

argued the most appropriate approach for this study. The dilemma that I faced 

in this research was to find evidence for the institutional inadequacies 

concerning land use policies in China. With any sort of interview survey, 

sample selection is important. However, for this investigation, there was a 

trade-off between the enhanced effect of bias in a selected sample and the low 

reliability of responses if a random sample were used. The size of the sample of 

interviewees is insufficient to enable statistical analysis of the effects of bias. 

Therefore, the method that I adopted is not a survey method but a case study 

method with a small number of respondents. Bias is virtually inevitable. In 

order to validate the accuracy of the information articulated by the interviewees, 

each respondent was carefully selected to ensure honest and robust responses. 

Because information acquired from insiders with whom the researcher has a 

relationship of some sort will provide vital insights into an issue, most of the 

time I took the advantage of being a planner in Gz for several years to approach 
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representatives of parties that was involved in the cases. In interviews, I used 

open-ended questions with a flexible sequence of questions asked to the 

priorities and interests of respondents. Given possibility, I got different 

stakeholders to comment on an issue. The views of more senior officials were 

not given greater weight than views of less highly placed persons to avoid bias. 

The method that I adopted is not ideal and it could be more compelling if the 

results of the interviews could be tied in to other corroborating evidence. 

Triangulation is thus important for verification of information. I constantly 

examined the consistency of evidence across different types of data sources. 

Newspaper articles, legislative or administrative reports provided supporting 

information for, if not outright verification of, the interviewee’s version of events. 

Of course there will still be bias but this is a first step in full investigation of this 

important topic. Later research can investigate the reliability of the results that 

the case studies revealed and, provided that there is reasonable confidence in 

the reliability of responses, a survey method should be more appropriate than 

the case study method. Generally speaking, though the methodology has some 

weaknesses, it gives a better identification and analysis of problems than 

existed before.   

Studied area 

Gz is chosen as the focused city for investigation in the case studies. It is the 

capital of Gangdong (Gd) Province, a province located at the very south edge of 

China. Gd has a short history comparing to the inlands and areas located at the 

catchments of Yangtze River and Yellow River. However, Gd became one of the 

most developed regions in China since the Ming Dynasty. It was one of the 

places where the modern and national industry of China originated. In 1873, 

the earliest plant in China, which was involved in silk production, was establish 
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in Gd. Gd has a long history of good commercial links with Hong Kong and the 

world. It gained outstanding position in the whole country in terms of 

commercial production and international trading in the modern history of 

China.  

During a tour to the south China in 1992, Mr. Deng Xiaoping, the former 

highest leader of China gave a speech in which he underlined the need of 

in-depth reform and a broader opening policy to pursue economic development. 

He also said that Gd should catch up the ‘four Asian small dragons’ (i.e. Hong 

Kong, Singapore, Taiwan and South Korea) and turn modernisation into a 

reality in 20 years. This goal was formally announced at the 14th Congress of 

the Chinese Communist Party (Gao, 1993), indicating that the central 

government treated Gd as the leading province in economic development. Gd 

has been continuously the top one province for years regarding economic 

indexes such as Gross Domestic Product (GDP), foreign direct investment, 

export amount, local revenue, capital investment, retail consumption. The GDP 

of Gd for 2000 was RMB 950.6 billion with a growth rate of 10.5% compared to 

1999. The proportion between the primary, secondary and tertiary industries is 

10:51:39 for 2000. Annual income per capital for urban residents and rural 

people are RMB 9,761 and 3,654 (nearly USD1200 and 440) respectively in 

2000 (Information Office of Guangdong Provincial People's Government, 2003). 

With the development of economy, it has experienced the greatest change 

towards the market economy in China. Thus, Gd becomes the focused area in 

this study. 

However, Gd covers an area of 178 thousand sq. km. It has a population of 

86.42 million by 2003, among which approximately 55% is urban (Information 

Office of Guangdong Provincial People's Government, 2003). The Pearl River 
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Delta (PRD) is a typical region of Gd and is located near the south coast. It is the 

region that has seen the fastest development dominated by manufacturing and 

service industries after the economic reform and open policy. Areas outside the 

PRD in Gd are less developed. This illustrates that, in such a big province that 

covers a large area including both rural and urban areas, differences surely 

exist between different regions in terms of economic development. In other 

words, though belonging to the same province, different places in Gd might 

have quite different situations and achievements in developing the market 

economy. In order to enable in-depth study, the research further narrowed the 

area for investigation. Big cities were paid much more attention to since they 

are places offering most developed institutions to support the market economy 

and thus have more stories and experiences of the transition economy. Due to 

the capacity of this research, a single city is enough for detailed analysis.  

Gd has several major cities, among which Gz, Shenzhen (Sz) and Zhuhai (Zh) 

are the top three in importance. Shenzhen is located right next to Hong Kong. It 

grew up rapidly from a former county when the central government announced 

in 1979 the intention to develop it into an export commodity production city 

along the boundary of the nation. It achieved the status of city in 1979. In 

August 1980, the central government designated Sz, as well as Zh and Shantou 

(which is also a city of Gd Province) as Special Economic Zones (SEZs). Two 

months later, the Gd Provincial Party Committee announced that Sz enjoys the 

same political welfare as Gz. Endorsed by the State Council, the city of Sz has 

been entitled to be listed separately in national plans including the fiscal plan 

since 1988. Since then, the municipal government of Sz has the jurisdiction of 

provincial level over economic management affairs. In 1992, the Steering 

Committee of the Seventh National People’s Congress granted the People’s 
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Congress of Sz and its Steering Committee the power to promulgate laws and 

regulations (People's Government of Shenzhen Municipality, 2003). Sz is now 

one of the fastest developing cities in the whole country. The GDP of Sz in 2000 

was 166.524 billion yuan, which was 261 times of that in 1979. Based on 

comparable prices, the average annual growth rate during the corresponding 

period was a little more than 30%. After 1992 when Deng Xiaoping gave the 

address during his tour to the south China, the GDP of Sz increased by four 

times during the eight years between 1992 and 2000. During the ninth 

‘five-year plan’ period, Sz saw an average annual growth rate of 15%, which was 

much more than that of the whole country at 8%. 

Sz can be argued the earliest one in the whole country that was granted 

exceptional institutional power to develop economy. Its great achievement owes 

much to the special preferential policies introduced by the central government. 

However, this also made Sz less reliable to represent normal areas of China 

because the institutional issues of it are untypical for most cities. It standed on 

a different starting point and has followed quite different ‘rules of the game’ in 

development. The same is true for Zh, which was formally a fishing village 

before announced to be one of the earliest SEZs in China. Eliminating Sz and 

Zh, Gz becomes the best choice as the study area of this research.  

First, Gz is the capital of Gd, which means it is the most important in the 

province and takes the leading role in the province and even the whole country 

in experiencing the transition economy. China is pursuing high growth rate 

after the economic reform and open policy. For the whole country, the 

anticipated annual growth rate of GDP set by the ‘ninth five-year plan’ was 8%. 

As for Gz, the targeted figure for the same period was 13% (Guangdong 

Development Planning Commission, 1996). According to the official website of 
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the municipal government of Gz, the GDP of Gz city was 48.88 billion yuan in 

the first quarter of 2000, which was 14.6% higher than that of the same period 

of 1999. The growth rate was higher than the four municipalities under the 

direct administration of the central government, i.e. Tianjin (10.6%), Shanghai 

(10.5%), Beijing (10%) and Chongqing (8.1%) (Guangzhou Municipal 

Government, 2001). 

Secondly, Gz has a long history of commercial and economic links with Hong 

Kong and overseas. It is situated in the centre of the PRD. It is the traditional 

trading centre of PRD and Gd. During the last 383 years of the ancient China, 

namely the period from the Ming Dynasty to 1842 when the Nanjing Treaty2 

was signed, Gz had been the only commercial port of the agriculture-based 

feudal society. Because of its good transportation location for linking with the 

inland China and overseas, it is also called the ‘south gate’ of China (Figure 3. 

2). It is easier for market economy to find its root in the city. Compared to other 

cities, Gz should have the richest experiences of the transition economy that 

has not a long history in the whole nation. In other words, the story of Gz may 

wish to give the most information of the transition economy. The study will take 

rural to urban land conversion process in Gz as a reference to demonstrate the 

influence of institutional changes on the urban development process in 

Chinese cities under the transition economy. It tries to explore how the public 

ordering intervenes the private ordering in theory and how the theoretic 

conflicts occurred in Gz, China in the process of urban development. 

                                                        
2 The treaty provided the cession of Hong Kong Island to the UK and the opening of 

five commercial ports (Shanghai, Fuzhou, Xiamen, Ningbo and Gz) in China to 

western countries. It is the result of the Opium War, which is officially regarded as 

the beginning point of the modern history of China.   
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Thirdly, Gz is not institutionally unique in developing market economy. It is not 

one of the SEZs that enjoy privileged policies in economic development. It can 

represent most average cities of the country and can be a case to better 

demonstrate the problems associated with the institutional changes that are 

needed in supporting the introduction of a regulated market. 

Figure 3. 2 Location of Guangzhou, China 

 
 

Source: Author 
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Finally, Gz is less than 200 km from Hong Kong, where I am attached to the 

Hong Kong Polytechnic University to undertake the research study programme. 

It is geographically easy for me to be based on Gz for the field study. 

For study of the land conversion process in Gz, we can either use a 

complete/partial inventory of the land use patterns and distribution, or adopt 

cases. However, the study is more concerned with the institutional issues 

affecting land conversion process during a decade rather than preparing a 

descriptive report of urban expansion in terms of such things as total built-up 

area and location. Furthermore, it is impossible to look at the whole Gz within 

the capacity of this research. Thus, some manageable cases are needed in order 

to show the precise friction in the land allocation process. Through detailed 

study of representative cases, it will be easy for us to find factors in the 

institutional arrangements affecting the land use policies in Gz. Thus the 

research adopts cases that can illustrate the institutional immaturity and 

economic unsustainability of the land allocation mechanism that saw a shift of 

the burden of development from the state to the individuals. 

Brief outline of the cases 

Two cases in Gz are discussed in the study. One is about the development 

process of a new city centre, i.e. the Pearl River New Town, which is regarded as 

a failure of the planning. The other is on the successfully implemented 

development plan for an industrial park, i.e. the Guangzhou Science Park. 

Though the land plots were granted in a uniformed way in both cases via 

unified land expropriation and construction of infrastructure by the 

government agency, there have seen quite different development outcomes. 
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The first case reflects the reluctance of the governance level to give up its power 

over urban development control through describing the aims of city by planners 

as the mouthpiece of the municipal government in the development of the new 

city centre. A project-scale investigation of the interaction between the 

governance and operational level will also be incorporated in this case. It is 

about the experience and manipulation of a foreign developer in Gz. The case 

illustrates the dynamic interactions between levels of the institutions affecting 

land use, especially those between the governance and operational level. It 

illustrates the situation of resource allocation under the economic transition. 

The second case illustrates how the government encouraged land use through 

introducing preferential policies as incentives at the supply side of resource 

allocation under the economic transition.  The cases will illustrate the 

inadequacy of the existing institutions of urban land use in dealing with land 

use demand driven by the price mechanism. 

3.5 Sources of data 

The first category of data includes those obtained through field study. Some are 

unpublished materials exists in the reports or documents that are for internal 

reference of the relevant government agencies and enterprises. Some are oral 

information obtained from government officials and staff members of 

enterprises through structured interviews. Specifically, the information about 

the project of the Hong Kong developer in Gz is mainly based on 1) interviews 

with real estate players in Gz; 2) information provided by officials in 

government departments who ever handled the land use applications for the 

project; and 3) information relevant to the site obtained from various parties 

involved in the case. They are players involved directly in the field of urban 

development, and would surely become powerful witnesses of what happened 
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in the field of urban construction.  

The second category includes various second hand materials such as published 

journal articles, books and reports. A majority of them are successive 

publications in terms of statistical facts and history of the city. They often 

include sections introducing specifically the construction of the city. This 

category also includes information from newspapers and websites. 

The third category refers to those obtained in the past when I was working as a 

planner with the Gz Urban Planning, Design and Survey Research Institute to 

provide professional services to the clients right before commencing the study 

programme. The experience of being a planner in Gz in the past make it easier 

for me to get access to the information in need by the study.  

However, as the culture of the China mainland, the government is not used to 

making transparent to the public the information relevant to decision-making 

processes. Much information is classified as confidential and is not to be 

announced in the public domain. The use of circulation is highly constrained. 

The penalty for divergence of the information would be influential for the career 

of an individual. There is often much difficulty in obtaining what is still 

regarded as sensitive information, especially when it can be attributed to a 

particular source. Officials are reluctant to give even off-the-record responses.  

In this sense, case study is sometimes regarded as difficult research method in 

China Mainland. Therefore, I would like to explain that, though more 

information has been collected, what finally condensed in the written report 

includes only the part that is thought safe to use and hoped to be sufficient for 

drawing out the conclusions.  
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Chapter 4  Institutional Analysis of Land Conversion 
Process in Guangzhou 

 
4.1 Introduction 

The major concerns of this chapter are 1) features of the land allocation system 

before the economic and land reform; 2) factual outcomes of the land use 

policies under the transition economy as represented by the change of built-up 

area of the city during the chosen study period; and 3) description of the 

transforming institutional arrangement as an explanation of the development 

of the built environment.  

4.2 Resource allocation prior to the reform 

Resource allocation tools 

China adopted the planned economy mechanism in resource allocation before 

the economic reform. Under a planned economy, resources are allocated 

through administrative instruments. The government mainly bases resource 

allocation on administrative power, relationship (guanxi), administrative orders, 

hierarchy of position and ‘red-headed documents’1. Production and urban 

                                                        
1 ‘Red-headed documents’ refer to documents formally issued by government 

departments in China. These documents are printed on A4 sheets, with the name of 

the government department in red on the top of the first page. That is why they are 

called “red-headed” documents. There is also the red seal of the issuing department 

and the issuing date of the document at the end of the main body. 
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development were mainly organised through an administrative hierarchy 

formed by a state work unit (danwei) system through which resources were 

provided.  

The term ‘work unit’ is commonly used in China to refer to the organisation 

providing individuals with full-time employment. The operation of work units 

reflects partly the mechanism of a planned economy. The work unit should pay 

its staff both salary and subsidies such as housing or housing allowance. It is 

more close to ‘employer’ in western countries in terms of meaning and includes 

government institutions, state-owned enterprises and private establishments 

in contemporary China. Nearly all work units were state-owned before the 

economic reform. In other words, nearly all the people in formal employment 

were employed by the state. Individuals usually had long-term relationships 

with their work units. Moreover, each work unit is directly or indirectly under 

the administration of a certain government department. In this way, all work 

units, ranging from the central government to the factories that are positioned 

at the ‘grass roots’ of local production, form a system of hierarchy through 

which instructions of the central government can be transmitted. Instructions 

from the central government typically include the annual product plan and 

fiscal plan. Producers formulated plans for production according to the orders 

made in advance by government or administrative units supervising them at 
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upper levels. The term ‘units at upper levels’ is used here to refer to units that 

could impose administrative control to producers. They could be either 

government agencies or administrative departments inside an enterprise.  

Relationship also plays an important role in administrative allocation even in 

terms of affairs between work units. If a work unit has a good relationship with 

another work unit, it can obtain permission smoothly for something that is 

supervised by that friendly work unit. The system of guanxi is largely informal 

but, nevertheless, powerful institutional structure. 

The resource allocation system under a planned economy is often thought 

highly centralised and operated in a top-down way. However, in practice the 

top-down policy process is much more complicated than a theoretic one. 

Allocation of resource was also decided through bargaining during the 

economic planning process (Wu and Yeh, 1999). Sometimes it also included the 

characteristics of a bottom-up process. There is hardly any literature about the 

full story of the way in which central government policies are formulated. 

However it might be argued that many of the development objectives were a 

combination of applications for resource allocation from the lower levels 

reported to decision-making bodies at the upper levels or even the central 

government. Some of the development goals set by the central government were 

not wholly initiated from the ‘thought’ of the central government of China. For 
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instance, before the housing reform in China, work units provided housing to 

the staff. Sometimes the work units just made plans and build enough housing 

that could then be distributed to the staff members. However, it also happened 

that the plans for housing construction of a work unit was the result of 

pressure imposed on the wok unit brought about by high frequency of 

applications for housing submitted by the staff members.  

Another example was the finance allocation process. Commonly, the central 

government had annual financing plans, which were usually structured 

according to ‘geography’ and ‘industry’. The plans would include a breakdown 

list of expenditures by sub-region, and other lists sorted by different industries. 

These were broken down into more detailed lists based on the roles of or 

balance between different regions, industries and units. Then, the central 

government would allocate money according to the plans. However, it is 

interesting that each work unit and sub-region should submit financing 

applications for the coming year at the end of each year. The final financing 

plan for a specific unit or sub-region decided by the central government was 

often based on the balance between what the lower levels requested and the 

resources available for allocation.  

Government authority in charge of resource allocation 

The State Council of China is “the executive body of the highest organ of state 
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power and the highest organ of state administration. It exercises unified 

leadership over local state administrative organs at various levels throughout 

the country…regulates the specific division of power and function of the state 

administrative organs at the central level and the provincial, autonomous 

regional and municipal level” (China Internet Information Centre, 2003). Figure 

4. 1 gives an outline of the structure of the State Council before the reform in 

1998.  

The numbers and names of the departments under the State Council changed 

several times. It underwent a major reform of its structure in 1998. Now the 

State Council is composed of the General Affairs Office, 28 ministries and 

commissions (including the People's Bank of China and the National Auditing 

Office), 17 directly affiliated organs and 7 working offices, in addition to a 

number of directly administered institutions (China Internet Information 

Centre, 2003).  
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Figure 4. 1 Structure of the State Council of PRC before the reform in 1998* 

 
 

 

 

 

 

 

  

 

 

 

 

 

 

 

* Updated information of the structure after the reform in 1998 is provide in Appendix. 

Source: Compiled by author (A Chinese-English Dictionary, 1997). 
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The Planning Commission 2  (PC) was the major decision-making body in 

resources allocation in central and local governments. The State Planning 

Commission (SPC) was one of the commissions and ministries under the State 

Council. 

The major functions of the SPC include: 

1) To organise researches of and formulate strategies for national economy and 

social development; to prepare medium-term and long-term development plans 

and annual plans; to raise objectives and design policies for overall equilibrium; 

to suggest speed and structural adjustment of development; 

2) To regulate the relationships of key economic issues such as the overall 

demand and supply of the whole society; to provide guidance and promotion for 

achieving rationalised national economic structure and harmonised regional 

economic development; 

3) To compile and analyse the development information of such departments as 

those of finance and provide macro-economy projection; to participate in 

designing policies for finance and currency; to suggest new policies for 

economic adjustment by using such tools as tax rates, interest rates, currency 

                                                        
2 It was renamed ‘Development and Reform Commission’ later. 
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rates and prices; 

4) To establish the goal of total investment in fixed assets for the whole nation, 

and to arrange and formulate plans for key projects; 

5) To design strategies in utilising foreign investment; etc (State Development 

Planning and Reform Commission of China, 2002). 

The PCs oversee plans for development of the whole society. It thus played a 

very important role in resource allocation under the planned economy system 

before the economic reform. 

Development plans and land allocation 

As it was under the planned economy system, the Chinese government controls 

development of the whole nation in the way of formulating national social and 

economic development plans at national or local level by the PCs at difference 

levels. The system embraces annual, five-year and long-term plans. Five-year 

plans are the most widely known of the system. The plans are formulated in the 

following steps: First, the PCs at upper levels assign control figures of the 

indices to those at lower levels. Second, the PCs draft their own plans and 

submit the results in a bottom-up way to the higher levels. Those at the lowest 

level present their schemes first. Finally, the drafts would be considered and 

endorsed by authorities from the highest level to the lower levels in a top-down 
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way.  

As the allocation of other resources, land disposal in Chinese cities also 

possessed the feature of a highly administrative process before the economic 

reform. Land parcels were assigned to enterprises through centrally 

administrative allocation without cost and time limit according to the national 

plan for economic and social development. Land development was 

characterised by project-specific development centred on state projects in 

economic plans (Wu and Yeh, 1999). Annual land supply plan should be 

endorsed by the PC. Control over land supply is argued to be mainly through 

the practice of controlling fixed investment (Quan and Zhao, 1989; Wu, 1995; 

Tang, 2003), which includes typically the investment in ‘capital works’. The 

land supply plan for urban construction use formulated by the PC was much 

like the plan for capital works in the national social and economic development 

plan. The annual land supply plan was first based on the anticipated or 

estimated demand accumulation for land by capital construction projects and 

other projects of the respective year (Quan and Zhao, 1989; Editorial 

Committee of the Development Planning Management History, 1999). They also 

referred to the quantity of land resource used for construction in the past year 

when formulating the land supply plan. The new plan was sometimes the 

generalisation of the practical ‘land consumption’ in the past year with some 
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amendment on the basis of their experience. The plan for land supply can be 

criticised for being not formulated scientifically. The implementation of the 

construction land supply plans was regarded as an achievement rather than 

criterion by which the performance of the relevant departments might be 

assessed (Zhao and Hou, 1997). 

No factors of the market were taken into account in resource allocation process 

under the planned economy. Land was not thought of as valuable or scarce 

resource. New land users were nearly ‘free’ to obtain land use rights. They were 

not charged for any market-determined compensations except the cost of 

relocating original tenants of the site. Therefore, “(t)he assignment of land 

reflect neither economic nor social opportunity costs” (Dowall, 1993: p.183). 

There were no incentives encouraging land users to utilise land resource 

economically. No organisation based their decision on land use upon market 

force.  

4.3 Land allocation in Guangzhou prior to the reform 

Land supply plan 

Gz started preparing annual plans, five-years plans and long-term plans in 

1940, 1953 and 1956 respectively. By 1990, seven five-year plans had been 

formulated for Gz (Editorial Committee of the Development Planning 

Management History, 1999). The social and economic development planning 
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system of Gz was under the process towards a highly centralised planned 

economy system before the economic reform. The system was reformed after 

1978 and became a pluralised one with both the planned economy mechanism 

and market economy mechanism. The development indices of Gz were specially 

listed out3 (jihua danlie) in the national economic development planning by the 

central government for three periods of time since the Revolution. For instance, 

after 1990 when the Gz city was specially treated by the central government, 

indices in fifteen fields of economic development were transmitted directly from 

the central government to the city. The fifteen fields, not including the finance, 

were: general development, capital works, comprehensive utilisation of 

resources, rural areas economy, industry, transport, population, foreign direct 

investment, commodities purchasing, major science and technology research 

projects, labour remuneration and technique school recruitment, education, 
                                                        
3 Normally the central government would only give out the development indices at 

provincial level when formulating national development planning. The provincial 

governments would further sub-divide the indices for cities under their jurisdiction. 

As some cities such as Gz, which are not municipalities directly under the central 

government though, play key roles in the whole nation, the central government may, 

for certain period of time, treat them as importantly as provinces and list out 

economic development planning indices for them directly. At the same time, the 

cities would be granted the administrative power of provincial level. 
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construction (jianshe danwei) and their supervisory administrative units. Then, 

applications were submitted to the Steering Committee of the Municipal 

People’s Congress (shi ren wei). As for applications for small land parcels to be 

constructed for small projects, they would be approved case at any moment. 

The overall situation of this category of land allocation cases was submitted 

monthly to the units at higher level, which would keep a record of them. 

Briefly generalised, corresponding to the ‘national picture’, there was a planned 

economy mechanism in land allocation in Gz during the 1950s to 1980s. 

Administrative allocation was adopted in which land was put to urban uses 

without time limit and price. Land cannot be transacted in the market. The 

land use policies before the economic reform resulted in irrational utilisation of 

land resource and low efficiency in urban land use.  

Regarding the procedure of urban construction application, the Service 

procedures of Guangzhou Planning Commission announced in 1989 by the 

Guangzhou Municipal Planning Commission (GzMPC) provided a brief 

guidance of the procedure in considering application for projects of capital 

works (embracing construction projects) under the planned economy 

mechanism. The procedure relating to the GzMPC was undertaken alternately 

with the planning and land use application procedure (see Figure 4. 2). It 

provides roughly a picture of how the GzMPC considered application for 
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construction projects before the studied time period of this research. 

Figure 4. 2 Application procedure for projects of capital works announced by 

the Guangzhou Planning Commission in 1989  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Compiled by author.  
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undertaking the project, or what is called ‘project registration’, ‘project listing’  

or ‘project assignment’ (li xiang). Under the planned economy this indicated the 

intention of the state to support the project, which would surely lead to 

successful land allocation. The amount of land to be allocated would be decided 

by some empirical ratio between the construction project and its land use area. 

Under this mechanism the land plan in pre-reformed China is simply a land 

demand plan according to the needs of construction.  

Stipulations and procedure of land management practice 

The earliest regulation in respect of construction land management in Gz is the 

Implementation measures for land expropriation for state construction in 

Guangzhou (Guangzhou shi guanyu guojia jianshe zhengyong tudi de shishi 

banfa) announced in August 1954 by the Gz municipal government. It 

stipulated that “any unit in need of land located in the city proper or suburb 

should negotiate with the Guangzhou Real Estate Management Bureau 4 

                                                        
4 The Land Administration Bureau was established on the basis of the Real Estate 

Management Bureau in Chinese cities. They were usually united into one 

organisation that has both titles. The Real Estate Management Bureau was in 

charge of land use issues under the jurisdiction of this government agency until the 

emergence of the Land Administration Bureau. Although the two titles refer to the 

same organization, this report prefers using the title specialised in ‘land’ when 

discussing issues that happened after the establishment of the Land 

Administration/Management Bureau. 
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(GzREMB) about site selection, bringing such documents as project plan and 

explanatory documents of land use feature approved by the upper units” 

(Editorial Committee of Real Estate History, 1995: p.403) (Author’s translation. 

Original text in Chinese.). The GzREMB would issue a testimonial of the initial 

results from the negotiation and inform the GzMG, which would then assign 

staff for site investigation. Based on this, the GzREMB would designate a 

primary boundary for the intended land. After that the land user submitted a 

land expropriation proposal to its supervisory unit  for endorsement. Then, the 

land user should submit an application to the GzMG for final check. Finally, 

the GzMG would make decision on the land expropriation application for cases 

with sufficient supportive documents.  

After 1957, land users should first seek land expropriation approval from the 

Municipal Construction Commission before going through formalities with the 

GzREMB. The GzREMB would arrange for the site investigation. For land 

expropriation that would have substantial impacts on the society, a working 

group including staff members from the land user should be specially 

established to handle the case. The GzREMB should first promulgate an 

announcement of land expropriation before the actual commencement of 

relocation and compensation. Relocation and compensation were two jointly 

processed tasks before the actual construction. In order to make the site 
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available for construction, occupiers or users of the existing buildings should 

move. The new land users should subsidise them for their loss incurred. They 

could either get compensation in the form of currency, or ask for in situ 

relocation that would be realised upon completion of the new development, or 

chose to move to another place provided by the developer. There were some 

relocation or compensation guideline or standards promulgated by the 

municipal government for reference, and the policies concerned might change 

from time to time. The actual relocation and compensation agreements should 

be based on negotiations between both parties.  

In August 1977, the Guangzhou Urban Planning Bureau (GzUPB) was 

established (Editorial Committee of Real Estate History, 1995). It became the 

authority in charge of considering applications for land located in the eight 

districts5 in the city proper and issuing the notification of land expropriation 

for state construction (guojia jianshe zhengyong tudi tongszhishu). Applications 

                                                        
5 The administrative territory of Gz city includes the areas of eight districts in the 

city proper and four county-level cities (upgraded from counties sooner or later 

during 1992 and 1993) supervised by the city before 2000. The total area of the city 

proper was 1443.9 sq. km. The two former county-level cities Panyu and Huadu 

merged into the city proper to become two districts in July 2000. After that, Gz has 

ten districts and two county-level cities. The area of the city proper is now 3718.8 

sq. km. (Guangzhou Urban Development Archives, 2000). 
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for land located in counties while still falling in the urban planning area of Gz 

city should also seek for prior permission from the GzUPB. 

The roles of various government authorities in land allocation 

There were several bureaux that play important roles in the land allocation 

process. These authorities mainly include the PC, the Urban Planning Bureau 

and the Land Administration Bureau (Institute of Finance and Trade 

Economics and Institute of Public Administration, 1992; Yeh and Wu, 1999).  

The PC had indisputable power of influence on urban land allocation (Institute 

of Finance and Trade Economics and Institute of Public Administration, 1992). 

Through preparing national and local plans (including annual and five-year 

plans) for social and economic development, the framework for centrally 

controlled resource allocation was decided. The investment plan, which aimed 

at reaching a certain goal of economic development, was one of the major 

subjects for such plans. It thus became the major consideration to be taken 

into account by the PC in land use application process. However, the PC never 

formulated a land disposition plan based on the forecast of land supply and 

demand.   

Investment in capital works consists mainly of investment in urban 

construction. Before the diversification of capital sources brought about by the 
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reform, all the capital for urban construction came from the government. Thus 

it can be argued that, despite the changes in development control indices in the 

history, urban construction in the city was under the control of a centralised 

system manipulated by the PCs. By this means, the PCs controlled indirectly 

the possible urban development and conversion of rural to urban land.  

The introduction of the economic reform policies towards a market economy 

could find evidence in the reform of the application formalities for capital works 

in Gz. The Complementary stipulations for developing export-oriented economy 

in costal regions announced by the central State Council in March 1988 stated 

that the Gz municipality could make decision on its own in considerations for 

projects with a value of less than 30 million US dollars. As the local policy to 

match the essence of the central government decision, the GzMG issued 

another official document to grant more freedom to the enterprises in decision 

making for capital construction projects, by which projects with self-raised 

capital of less than 20 million yuan (or 2 million US dollars from oversea 

investors) did not need to have the project proposals, feasibility studies and 

preliminary design scheme approved by the GzMPC (Guangzhou Municipal 

Government, 1988). The enterprises should make decisions on their own risks.  

The municipal government introduced a new policy again in the next year 

(1989).  According to the new stipulations, all newly proposed construction 
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projects should seek endorsement from the PCs. Investment of less than 1 

million yuan was in the charge of the GzMPC. Projects valued more than 1 

million yuan while under the maximum limitation as set by the government 

should be submitted to the GzMPC or Gz Economic Commission for 

consideration first before the GzMPC pass the proposals to the Municipal 

Government for final decision. Projects with investment exceeding the 

maximum limitation should be submitted to the SPC and then the State 

Council. In April of the same year, the GzMG introduced the ‘construction 

project permit’ policy, which required all fixed investment projects valued from 

100 thousand to 1 million yuan assigned by the annual plans, regardless of the 

source of funding, should have the construction project permit endorsed by the 

PC before commencement. Though the policies were adjusted from time to time 

by 1990, the PCs are still the decision-making body for assignment of capital 

construction works (jiben jianshe xiangmu). 

Thus, all investment in capital construction projects should first obtain 

approval from the PC until now. The planning authority will not accept an 

application without prior approval of the project by the PC. The PCs exist at the 

municipal, municipal and national level. Each level is responsible for 

examining and approving investment applications within their respective 

jurisdiction. Once the project was approved and registered, resources including 
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land requirements were administratively distributed without any cost to the 

users. Though urban planning is widely accepted as being the key tool in 

controlling land resource allocation through public ordering, it served rather as 

a tool in implementing the national economic plan under the planned economy 

(Yeh and Wu, 1999). Urban planning authorities in the localities were merely 

responsible for site selection for registered projects that would be undertaken 

by state work units. Seldom was a project rejected at the site selection stage 

because of technical reasons arising from urban planning concerns.  

In this process, the urban planning authority could not really exercise control 

over land disposition. It was only an agency of the government responsible for 

site selection and auditing the amount of land to be used for construction 

projects according to central and government plans. In detail, the planning 

bureau will determine the location and boundary of the site of the land to be 

used, the site density, the floor area ratio, the setback of buildings, the main 

road exits and the style of the new buildings, etc. The planning authority would 

examine whether the land parcel requested by the applicant falls in the right 

functional area according to the urban plans, and whether there is the 

possibility for it to be connected to urban infrastructure. However, the land use 

plans and zoning regulations, which served as the main references in planning 

control, were not formulated according to the need of agricultural land 
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conservation and utility maximisation of urban land. As Dowell (1993: p.185) 

stated, “Implicitly, there is a notion that ‘scientific’ planning standard can and 

should be used to shape development. The main problem with such standards 

is that they do not reflect market demands (either willingness or ability to pay) 

for space or the social opportunity costs of land resumption”. Before the early 

1990s, the urban planning agencies mainly referred to the Provisional 

Regulation for Urban Planning Quotas and Standards promulgated in 1980 in 

practice. It was established before the central government recognised the need 

to preserve agricultural land. The regulation does not cover specific 

requirements for all land use patterns. It only provided requirements to control 

neighbourhoods and housing development in terms of space requirements or 

standards (Institute of Finance and Trade Economics and Institute of Public 

Administration, 1992).  

The Land Administration Bureau was directly in charge of land allocation by 

reviewing land use applications submitted by enterprises, development 

corporations and government agencies in Chinese cities (Dowall, 1993). It 

oversaw land expropriation and relocation issues for construction sites, such 

as collecting and distributing the compensation fee, and in charge of necessary 

registration formalities for transfer of land use rights. The bureau would also 

issue the certificate of land use rights to the land user after the construction on 
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a transferred land was completed. The land authority assessed land 

applications with the following criteria: Whether the land use request is 

consistent with the applicant’s economic plan? Is the land use application 

accompanied by documents of project assignment from the PC and approval 

from the urban planning agency? Could the development project be approved 

by the development planning authorities in terms of investment? Could the 

land use application requested by a project be accommodated in the quota or 

amount of land designated for construction of the corresponding year? 

(Institute of Finance and Trade Economics and Institute of Public 

Administration, 1992; Dowall, 1993). Land use applications were processed 

with regards to the importance of projects according to three categories with 

decreasing priorities. The first category was for state construction projects 

decided in the state economic plans. The second category was for economic 

development projects of rural collectives of township. The third category was for 

housing projects of farmers, which was given the least priority (Institute of 

Finance and Trade Economics and Institute of Public Administration, 1992).  

The role of land users 

Before 1978, land use management in China was to serve the national 

development strategy emphasising rapid industrialisation encouraged by the 

‘shortage economy’ (Tang, 2003: p.125). Land users were mainly state work 
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units. Construction land management served as the tool of implementing 

national economic plan enforced at the local level by state work units.  

Each of the work units has a superior authority. Relying on the resources 

distributed by the superior authority, work units had neither the incentives nor 

the power to consider using land in the most profitable way, or struggle for 

most suitable location for the intended land use pattern. Working Units had 

little to say in the urban land disposition process. Their intention should be 

expressed through the authority in charge. Land could not be transferred and 

thus could not yield revenue for the occupants. Under such circumstance, the 

sole demand for construction land arose from the need of expanding the 

production scale or improving the management conditions. These became the 

major reason for urban expansion, or in other words, rural to urban land 

conversion. 

A feature of the institutional structure of the pre-reform implementation 

mechanism was the blurring of the functions of the governance and operational 

levels. In the absence of private property rights, operational implementation of 

development was largely undertaken in an economic vacuum (by market 

standards). For example, a state enterprise might apply to develop 

accommodation for the staff; the planning bureau would allocate the site; the 

‘work unit’ would execute the development according to their own design and 
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standards of construction. Governance agencies such as the planning 

authority acted as a coordinator between the work unit and the national plan.  

Economic reform introduced market mechanisms to allocate sites for 

development; governance agencies such as the GzUPB were empowered to 

exercise greater control over the layout and design of new development. 

However, before the 1980s urban land was administratively allocated to all 

organisations without any land premium to be paid. The profit of state-owned 

enterprises had nothing to do with the land cost. Work units occupied more 

area of land than they actual needed. Even based on the large population, the 

average area of industrial land per capita in Chinese cities was around 25-40 sq. 

m. This is much more than many countries in the world. Even for large 

industrial cities in US, the corresponding figure is only 17-29 sq. m. (Jiang, 

2002). If the wasted land were taken back and transferred to other uses, the 

whole society could have got much more satisfaction than the actual cases. 

Thus the land use situation during 1950s to 1980s in China could be argued to 

be quite far away from the ideal optimal position. In other words, judging from 

the theories of classic economics, the land utilisation was of low efficiency in 

China during the planned economy period. 

Compensation for land expropriation 

Regulations concerning compensation for land expropriation differed from time 
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to time. During the earlier 1950s right after the establishment of the People’s 

Republic of China, the State was able to acquire rural land for construction by 

purchase or acquisition without expense, providing an alternative land parcel, 

compensation for vegetables and subsidy that will help peasants to change 

their means of life (zhuan ye fei).  

The GzREMB formulated the Compensation standard for crops in land 

expropriation for state construction in Guangzhou (Guangzhou shi guojia jianshe 

zhengyong tudi qingmiao buchang biaozhun) in 1954. According to the standard, 

the amount of compensation was calculated based on the labour, fertiliser and 

seeds spent on the land. The compensation for a hectare of vegetable field was 

750~900 yuan (Editorial Committee of Real Estate History, 1995).  

After January 1958 when the State Council announced the Measures for land 

expropriation for state construction (Guojia jianshe zhengyong tudi banfa), 

vegetable fields located in the suburbs of Gz could be acquired for construction 

use without cost except compensation for crops. For collectively owned village 

land, the compensation for the crops, subsidy to farmers who have to change 

their means of life, and costs for land rehabilitation and farmland irrigation 

works were included. The new land user should also build new places to 

resettle existing occupants of the buildings. During the Cultural Revolution 

(1966-1976), the standard of approximately 9000~15000 yuan for a hectare of 
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agricultural land was adopted to subsidise the old land occupants for 

resettlement (Editorial Committee of Real Estate History, 1995).  

The Steering Committee of the People’s Congress of Guangdong Province 

approved the Guangzhou Municipal Government (GzMG) to promulgate and 

enforce the Implementation measures for land expropriation and relocation of 

original occupants for state construction in Guangzhou (Guangzhoushi guojia 

jianshe zhengyong tudi he chaiqian fangwu shishi banfa) in November 1984, 

which provided guidelines to land expropriation. According to it, the amount of 

compensation for farmland in rural areas included: 1) Compensation for the 

land; 2) Crop compensation; 3) Subsidy for peasants who should change their 

means of life; 4) Compensation for irrigation works and auxiliary structures on 

the land; and 5) Compensation for discrepancy of grain price; etc. 

The new land user should also provide money to cover the cost of reclamation 

and development of new vegetable fields (xin caidi kaifa jianshe jijing) if 

acquiring vegetable fields in the suburb, or the cost of rehabilitation of arable 

land if acquiring agricultural land located in rural areas far from the city 

proper6. 

                                                        
6 Vegetable fields are normally closer to the city comparing to other agricultural 

areas such as those occupied by grains or livestock.  
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 4.4 Economic transition in China 

In 1978 the 3rd session of the 11th National Congress announced the 

introduction of the ‘open-door policy’ and defined the starting point of the 

transformation from a planned economy to a market economy. This has 

resulted in what is termed a ‘transition economy’. “A transition(al) economy is 

characterised by the coexistence of central planning and market force… It 

shows significant decentralisation of economic power and an increasing role of 

market mechanism in resource allocation…Changes in the mechanism of 

resource allocation have been gradually absorbed into the existing institutional 

framework that controls resources” (Wu and Yeh, 1999: p.378). The economic 

transition consisted mainly of three sets of reforms: “(1) the freeing of prices, 

trade, and entry to markets, (2) the clarification of property rights, privatisation 

when necessary, and (3) the reshaping of social services and the social safety 

net to ease the pain of transition while the reform process is pushed forward” 

(Li and Tse, 1998: p.4). Scholars argued that the reform is essentially a 

two-prong decentralisation process. One is decentralisation of power from the 

central government to local government, which provided incentives to local 

government to generate revenue and promote economic development in their 

localities. The other is decentralisation of rights from the government to basic 

economic units, which implied greater control rights and residual claim rights 

to enterprises (Li and Tse, 1998; Qian and Weingast, 1995; Boisot and Child, 
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1998;Wu and Yeh, 1999). 

Decentralisation of decision-making power 

Ostensibly, the PRC is based on a highly centralised communist bureaucracy. 

However, it is difficult to operate a strongly centralised system in a country that 

has a population of around 1.2 billion. The difficulty means that most 

organisational and administrative duties are delegated to provincial, municipal 

and local governments. The ministries and bureaux of the central government 

also have devolved structures that often run in parallel with local 

administration (Seabrooke et al., 2004). 

Central to the institutional development of the transition economy is the 

intergovernmental decentralisation that gave greater decision-making 

responsibilities to local governments. It has led to the rise of 

development-oriented local government. Greater local autonomy enabled local 

governments to establish and maintain local development priorities in pursuing 

economic development. “Political changes have been embedded in 

decentralisation. With decentralisation, provincial and municipal governments 

have been relatively independent political actors with their own power bases. 

Because both the central state and local governments have always formally 

existed within the structure of the state, the central-provincial relation is still 

hierarchical. However, it becomes a bargaining relationship. Bargaining 
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becomes an institutional instrument to resolve the conflict between the centre 

and the provinces. Local governments are able to plan and design local 

development about intense interference from the central state and thus play 

the role of developmental states” (Zheng, 1995: p.23). Local governments have 

more freedom in decision-making over local affairs. It is also argued that with 

intergovernmental decentralisation, the central government was no longer able 

to impose its discretion on the provinces unilaterally. Moreover, local 

governments also became more active in participating in decision-making at 

the national level.  

Regarding the creation of a new economic mechanism by the decentralisation, 

local governments tend to be highly interventionist. Between different 

jurisdictions and different enterprises there is intense competition to attract 

economic growth and tax revenue (Xu, 1999). Local governments compete with 

each other for opportunities to pursue economic development. In sum, 

intergovernmental decentralisation resulted in the rise of local protectionism 

on the one hand while on the other hand intensified competition and thus 

promotes economic growth. 

However, the transition of China is believed to be far from direct. On the one 

hand, markets and free competition is emerging, while on the other hand there 

are frequent government interventions (Li and Tse, 1998).  
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Land reform  

China has introduced series of reform in various fields and witnessed dramatic 

changes since the economic reform in 1978. Rapid urbanisation and urban 

development took place after that. In 1979, the law on cooperative joint 

ventures allowed indigenous enterprise to use their land as capital to 

co-operate with foreign investors. As the old land use policies became an 

obstruction to urban development, there was urgently the need to introduce 

reform in this field so that the land rent mechanism could be developed and 

introduced into the land allocation system. The idea of collecting land use fees 

was formally raised for the first time at the National Urban Planning Congress 

held in 1980 (Wang and Tian, 2004). With the revision of the Constitution in 

1982, the ownership and use rights of land are separated legally, which 

enabled the realisation of the land value in economic sense. Between 1982 and 

1987, various cities set up pilot schemes to collect information about land-use 

fee and determine fee standards (Chen and Wills, 1999). For instance, the 

municipal government of Sz began to collect land use fees in 1982, whereas the 

same action was commenced in the whole city of Fushun, Liaoning Province in 

1984 (Development Research Centre of the State Council and Project Team of 

'Urban Development Research in China', 1992).  

Objectives of the land reform in China include: “…(i) Rationalise the 
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exploitation, development and commercial use of land…(v) Ensure more 

efficient use of existing urban land…(vii) Stimulate the accumulation of funds 

for urban construction projects. (viii) Solve the problems caused by unequal 

competition between enterprises arising from the free use of land; (ix) Protect 

the economic interests of the state in land and property. (x) Facilitate the open 

door policy and attract foreign investment and development” (Ratcliffe, Tusi 

and Liu, 1992: p.4). Transfer of land use rights by auction, tender and other 

means was experimented in many cities (Dowall, 1993). The pace and scope of 

the land use reform in different cities had considerable difference. 

Urban land reform in China is a decentralised process in which provincial and 

municipal governments are empowered to make greater discretion. 

Comprehensive development organised by municipal government replaced 

project-specific development. The local land authority was empowered to 

manage state land and monopolise land supply in the respective territory (Wu 

and Yeh, 1999). 

However, the existing rural to urban land conversion control system is similar 

to that before the land reform. That is, the nation has an overall quota that is 

applied differently to agricultural and to non-agricultural land. The quota for 

the former category is mandatory and cannot be exceed, whereas that for the 

latter category is guideline and can be exceeded. Under this system the land 
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conversion quota is further divided at the provincial level and the lower level of 

cites and counties (Institute of Finance and Trade Economics and Institute of 

Public Administration, 1992). 

Real estate industry in China 

Real estate development plays an important role in shaping the physical 

environment of a city. The real estate market consists largely of new housing. In 

China, traditionally work units provided housing to their employees as welfare. 

Work units obtained land and funding through administrative allocation to 

construct residential buildings. Citizens without employment usually rented 

public housing administered by a real estate administration bureau. 

Investment in housing has traditionally been the responsibility of the 

government. Urban development could be well controlled under the internal 

constraints of a socialist system. At this stage there was actually no real estate 

market. 

Real estate development commenced in China in the 1980s. The earliest 

developers for housing were state-owned development companies mainly 

funded by the state. It was easy to control their function for they were subjected 

to the administrative system of the state. Economic reform introduced market 

elements to the command system. Housing reform allowed the price 

mechanism to apply to housing supply, and enabled non-state-owned 
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enterprises to enter the housing and land market. Another important factor to 

the development of a real estate market is land reform, introduced in early 

1980s, to allow the transfer of land use rights with the purpose of using urban 

land more effectively. The reforms created much investment opportunities in 

Chinese cities (Wu, 2001). As the market became established, private investors 

emerged in real estate market.  

Since the implementation of the open policy, China has received the most 

foreign direct investment in developing countries, and became the second most 

attractive country for foreign investments, only ranking after U.S. in the world. 

Open policy and economic reform had made private investors especially those 

from foreign countries or regions become an important power in real estate 

market. At early stage of the implementation of the open policy, foreign capital 

was mainly invested in manufacturing industries in joint venture arrangements. 

After dozens of years, investment has become more diversified to various 

sectors including real estate industry (Tang and Liu, 2001). Though the overall 

amount invested only forms a small part of the whole economy of China, 

investors have imposed disproportionate impact on China’s development 

(Walker, 1991). Wu (2001) observed that especially after 1992, there was a 

trend indicating more foreign capital investment in real estate particularly in 

large cities such as Beijing, Shanghai and Gz.  
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It was argued that foreign investment prefers to locate at particular sites or 

zones with preferential treatment. Thus, urbanisation accelerated by foreign 

investment has tended to take place in areas outside big cities and has resulted 

in significant decrease in valuable agricultural land (Lin, 1997; Yeh and Li., 

1999; Wu, 2001). 

 

Development zones in China 

Economic and Technological Development Zones (ETDZs) are designated areas 

in China based on developing high–tech industries and aimed at attracting 

foreign investment in industrial projects through good environment and 

preferential policies. The idea of establishing ETDZs originated from the 

successful experiences of developing Special Economic Zones (SEZs) since 

1979 when the city of Sz, Zh, Shantou in Gd Province and Xiamen in Fujian 

Province were designated as SEZs to enjoy preferential policies in pursuing fast 

economic development. Establishing ETDZs along the southeast coast was one 

of the major measures for introducing the open policy in China.  

China began to establish ETDZs in 1984. During 1984 to 1986 the State 

Council endorsed the establishment of 14 economic and technological 

development zones in 12 coastal cities. By the late 1990s, these zones had 

generally achievements in terms of attracting foreign capital and international 
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economic and technological co-operation (Zhu, 1992). Gz is one of the 14 cities 

that pioneered the venture. During 1992 to 1993, 18 new ETDZs of national 

level were set up, including the Nansha Development Zone of Gz city. The third 

group of ETDZs of national level endorsed by the State Council included 17 

members established during 2000 to 2003. There were around 50 ETDZs in the 

whole country by 2002 (Figure 4. 3). The total area of land developed for these 

ETDZs was around 400 sq. km. Investment in them accounted for nearly 10% 

of the total foreign direct investment of the whole country during the same 

period. In some cities the proportion was as big as 30-40% (Guangzhou 

Development Zone, 2004).  

The following are recognised features of ETDZs: 1) experiencing the fastest 

economic development; 2) Capital-intensive and high-tech industries oriented; 

3) Great potential for further development with good location; 4) Advanced 

infrastructure and other supportive system; 5) Rules and administrative 

procedures being set up according to international practice; and 6) Good 

investment policies and natural environment (Guangzhou Development Zone, 

2004). ETDZs have become the most vibrant economic regions in the country 

and served as important economic growth poles in the whole nation. 



 130

 

Figure 4. 3 Economic and technological development zones in China 

 

 

Source: Author. 
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4.5 Land conversion during the last decade of the 21st Century in 
Guangzhou 

Land conversion speed--change of built-up area 1991-2000 

The built-up area7 of Gz expanded rapidly during the study period (Figure 4. 

4-7 and Table 4.1). The area by 2000 was more than twice as large as the 

original built-up area by 1990. In other words, the area developed in the ten 

years between 1991-2000 is larger than what was built in the history of over 

two thousand years before 1991. This illustrates fast conversion of land from 

rural to urban around the ten years.  

                                                        
7 Unless other specified, the built-up areas in this study refer to areas assigned for 

urban construction use and have been supplied with municipal utilities. This is the 

standard adopted by the statistical data of the municipal planning authority in 

providing updated planning and construction information for office automation 

system use. Thus not all the land plots in the built-up area have been occupied by 

building by the studied time point. In the following figures showing the more 

detailed change of the built-up area of the city, we can see that the whole site for the 

Pearl River New Town (a case to be discussed in Chapter 5), though still 

anticipating full development of the plan until today, has already been classified as 

built up area.  
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Figure 4. 4 Expansion of the Guangzhou City in the 20th century 
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Source: Guangzhou Urban Planning, Design and Survey Research Institute, 

2002. 
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Figure 4. 5 

Land conversion in 

Guangzhou between 

1991-1995 

 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Author, 
Guangzhou Urban 
Planning 
Automation Centre. 
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Figure 4. 6 

Land conversion in 

Guangzhou between 

1996-1999 

 
 
 
 
 
 
 
 
 
 
 

Source: Author, 

Guangzhou Urban 

Planning 

Automation Centre.
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Figure 4. 7  

Land conversion in 

Guangzhou between 

2000-2003 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Author, 
Guangzhou Urban 
Planning 
Automation Centre. 
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Table 4. 1 Size of built-up area of Guangzhou (1991-2000) 

 
 
 
 
 

 

 

 

 

 

Source: Compiled by author (Working Group of 'Study on Land Supply and 

Planning Administration Strategies in Guangzhou', 2000: p.17; Editorial 

Committee of Guangzhou Construction Yearbook, 1999: p.85; 2000: 

p.87; 2001: p.91). 

Land supply in Gz has two sources: 1) ‘land in stock8’ (cunliang tudi) is land 

                                                        
8 Accumulating ‘land in stock’ is just going on without any plan and specific 

purpose, as compared to land banking, which is public or publicly authorised 

acquisition of land for future use to implement public land policies (especially for 

the purposes of enabling the government to direct intervention into the real estate 

market through adjusting land price). Other purposes include making it possible 

for the city to benefit from the expected increase in land value and establishing an 

open market for land sale. For instance, preliminary land expropriation (See 

relevant information in this Chapter and Chapter 5) is sort of land banking for 

special purpose.  

Year Built-up area (sq. km) 
1991 188.1  
1992 188.2  
1993 206.6  
1994 216.2  
1995 259.1  
1996 262.0  
1997 266.7  
1998 274.6  
1999 284.6  
2000 430.7  
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reserved by the municipal government through inner city renewal, such as 

moving out of factories. These sites are usually located in the inner city and are 

relatively small in size. They are already state-owned and have already been 

granted development permission by the government. 2) Land newly converted 

from rural uses to urban uses through land expropriation. They are treated as 

‘newly supplied land’ (zengliang tudi). Considering the relatively small amount 

of the first category, the change of total land supply could reflect roughly the 

trend of land conversion from rural to urban uses. The following paragraphs 

explore the features of land conversion from rural to urban uses through 

investigating the distribution of land parcels supplied by the government in the 

studied time period.  

Features of land parcels allocated during 1991-2000 

According to Li (2002), we can treat those as land supply cases in which the 

land application has been endorsed by the Steering Group for Land Disposal in 

Gz (SGLDGz), and the land user has obtained the land use planning permit 

issued by the Urban Planning Bureau. The overall land supply in the city 

during the 1990s was unevenly distributed (Table 4. 2). 

The real estate industry emerged in 1979 in Gz as a mechanism to promote the 

land use reform, which is facilitated by the separation of land ownership and 

land use rights. The speech of Mr. Deng Xiaoping in his tour to the south China 
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in 1992 (see Chapter 3) accelerated the development of Gd and, in particular, 

Gz city as the capital of the province. The real estate industry developed rapidly 

in Gz between 1992 and 1993 with the following features, which could be 

regarded as an epitome of the real estate boom commenced in the whole 

country in 1993: 

Table 4. 2 Annual area of land supply in Guangzhou between 1992-1999 

 

 

 

 

 

 

 

 

Note: 1) ‘Land supply’ figures in this table covers the cases of which the 

SGLDGz endorsed the land development applications, and the GzUPB 

issued the land use planning permits  

2) The figure for 1992 only covers the second half of that year whereas 

that of 1999 is the area of land allocated during the first half of that 

year.  

Source: Working Group of 'Study on Land Supply and Planning 

Administration Strategies in Guangzhou' (2000: p.55). 

Year Area (hectare) 
1992 1510.3
1993 4776.4
1994 2091.6
1995 2290.3
1996 1369.5
1997 718.9
1998 7591.1
1999 960.7
Total 21308.8
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1) The number of enterprises involving in real estate development increased 

rapidly (see Table 4. 3). A notable number of newly registered property 

companies were established as joint ventures.  

2) The scale of actual building activities swelled. A total floor area of 840.88 

million sq. m. for commodity housing was being constructed in 1992. The area 

of those completed in that year was 245.68 million sq. m. (Liang, 1993).  

3) The amount of foreign capital invested in real estate development also 

increased rapidly. Real estate product arising from foreign capital amounted to 

137.65 million US dollars in 1992, which was 2.7 times of that of 1991. The 

contracts about foreign investment in real estate valued 2.469 billion US 

dollars in 1992, or 11.97 times of that of the year before (Liang, 1993).  

Table 4. 3 Total number of real estate enterprises registered in Guangzhou 

during 1990-2000 

 
 

 

 

 

 

 

 

 

Year Number 
1990 105 
1991 110 
1992 269 
1993 563 
1994 858 
1995 917 
1996 945 
1997 977 
1998 1212 
1999 1426 
2000 1356 
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Source: Guangzhou State Land Resources and Housing Management Bureau 

(2002: p.81).  

Most areas of land granted during that period were for residential property 

development (Table 4. 4). Moreover, according to researches on land 

speculation, the areas of land with land use planning permits (land supply) 

exceeded the area of land with land use permits (indicating greater probability 

of practical construction) during the 1990s (Li, 2002; Tang, 2003). The 

researched also revealed that there was little correlation between the land 

supply, Gross Domestic Product and the amount of fixed investment during the 

same period. 

Table 4. 4 Land disposal for various uses in Guangzhou during 1992-1999* 

                                                       (In hectare) 

Area (1992-1995) Area (1995-1999) Total area (1992-1999)

Residential 4523.5 1769.9 6293.4

Public facilities 1635.1 1104 2739.1

Industrial 1184.5 1150.6 2335.1

Storage 61.5 99.2 160.7

Intercity transport 663.5 2746.8 3410.3

Roads & squares 325 2028.9 2353.9

Municipal utilities 468.7 373 841.7

Greenbelt 105.6 907.7 1013.3

Special uses 493.3 120.4 613.7

Water & others 1208 339.6 1547.6

Total 10668.7 10640.1 21308.8  

*The figure for 1992 only covers the second half of that year whereas that of 

1999 is the area of land allocated during the first half of that year.  
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Source: Compiled by author (Working Group of 'Study on Land Supply and 

Planning Administration Strategies in Guangzhou', 2000: p.74). 

A large proportion of land supplied during the period were located in the Tianhe, 

Haizhu and Baiyun district, which are the three districts with rural areas while 

have geographically immediate connection with the major built-up area of the 

city (Table 4. 5).  

Table 4. 5 Geographical distribution of land supply in Guangzhou during 

1992-1999                               

Area (in hectare) % 
 1992 1993 1994 1995 1996 1997 1998 1999 1992-9

Tianhe 414.4 1347.2 506.6 649.5 314.9 385.3 1007 321 23.21

Dongshan 11.5 51.5 198.7 275.6 38.4 36.1 161.4 60.3 3.91

Huangpu 162.1 676.3 193.2 208.4 147.0 8.1 194.7 140.4 8.12

Haizhu 238.6 887.7 212.7 77.8 389.5 96.1 1148.2 75.6 14.67

Fangcun 69.6 244.3 28.7 13.7 99.6 10.9 781 9.9 5.90

Yuexiu 60.9 16.2 19.5 17.5 3.6 6.0 2.2 12.0 0.65

Liwan 62.4 65.8 80.6 117.1 6.5 17.7 5.1 28.9 1.80

Baiyun 491.2 1487.5 851.6 930.7 370.1 158.5 4291.5 312.6 41.74

Total 1510.3 4776.4 2091.6 2290.3 1369.5 718.9 7591.1 960.7 100.00

Source: Working Group of 'Study on Land Supply and Planning Administration 

Strategies in Guangzhou' (2000: p.57). 

The municipal government paid much attention to the improvement of 

landscape, road and other municipal utilities of the city in 1998. The municipal 

government aimed to improve the image of the city with the slogan of ‘pursuing 

a small change in one year and a medium change in three years’. Many green 
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belts, squares and roads emerged soon after that year. The year also saw a leap 

of land supply for industrial use as a result of the initiation of the Gz Science 

Park development, which is to be investigated in Chapter 5 for case studies. 

 

Table 4. 6 Annual land use quota and practical implementation of the plan for 

Guangzhou territory during 1991-2000* 

(In hectare) 

Planned Practical Year 

Total Arable Non-arable Total Arable Non-arable

1991 1193.3 646.7 546.6 1373.3 1219.6 153.7
1992 1673.3 806.9 866.4 3916.2 2041.2 1875.0
1993 1813.4 910.0 903.4 4938.4 2729.6 2208.8
1994 4300.0 2600 1700.0 3128.5 1603.5 1525.0
1995 2800.0 850.0 1950.0 2096.1 1115.4 980.7
1996 3000.0 900.0 2100.0 1402.4 715.7 686.7
1997 1000.0 420.0 580.0 1150.0 513.0 637.0
1998 184.0 0 184.0 1185.6 0 1185.6
1999 1142.1 771.9 370.2     --      --      -- 
2000 1740.2 1070.5 669.7     --      --      -- 
Total 18846.3 8976.0 9870.3 19190.5 9938.0 9252.5

 

*1) These figures covered the whole administrative region of Gz, including the 

eight districts and four county-level cities under the administration of Gz.  

2) Among the approved quota of land to be converted to construction use for 

Gz city in 1998, 1217 hectares were for ‘key projects’ (zhongdian xiangmu), 14 

hectares were for ‘projects for affordable housing’ (anju gongcheng) and 184 

hectares were for normal construction other than the ‘key projects’ and 

‘projects for affordable housing’.  

Source: Guangzhou Land Resources and Housing Management Bureau, 2002. 

The areas of land situated in the territory of Gz city and allocated during 
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1991-1993 exceeded greatly the annual land disposal plan formulated by the 

municipal government, especially those of the land converted from arable land. 

In most of the years after 1994, the annual land use quota was seldom used up 

(Table 4. 6). However, it was not the case as in the city proper (Table 4. 7). These 

indicate 1) the incapability of the government to control land resource 

allocation in the early 1990s; 2) rural land as the major source of land in 

accommodating development of the city; and 3) the land allocation situation as 

a consequence of the macro-adjustment for economic development in China in 

the following years. 

Table 4. 7 Annual land use quota and practical implementation of the plans for 

areas inside Guangzhou city proper during 1991-2000 

(In hectare) 

Year Planned-total Planned-arable Used-total Used-arable
1991 621.6 398.9 698.4 378.5

1992 864.7 470.8 301.6 229.6

1993 766.7 413.3 495.8 191.5

1994 760 440 478.3 247.2

1995 570 200 477.7 380.9

1996 470 220 422.9 175.8

1997 267.5 82.5 561 337

1998 124 0 990.9 0

1999 595.5 376 19.7 9.7

2000 500 260 5.1 0.3

Sum 5540 2861.5 4451.4 1950.5  

Source: Department of Construction Land Management, Guangzhou Land 

Resources and Housing Management Bureau, 2002. 
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4.6 Institutional arrangements concerning land conversion in 
Guangzhou under the transition economy 

Constitutional level 

Land reform in Guangzhou 

The earliest official document indicating the intention of Gz to reform the land 

use policies can be traced back to March 1983 when the GzMG issued an 

announcement to implement the Suggestions on housing construction according 

to the requirements of ‘six unifications’ (Guanyu anzhao ‘liu tongyi’ de yaoqiu 

jianshe zhuzhai de yijian) prepared by the Municipal Construction Commission.  

The essence of the document was that it stopped the traditional piecemeal land 

allocation for housing development. Comprehensive development in housing 

construction has been introduced since then (Working Group of 'Study on Land 

Supply and Planning Administration Strategies in Guangzhou', 2000).  

The land reform was commenced in 1986 in Gz when the municipal 

government organised the first tender for land disposal (see Chapter 3). The city 

of Gz further deepened the land use reform after 1986 to pursue the following 

four changes: 

1. Land allocations should be based on annual land use plan in terms of 

quantity. In the past, there was no constraint imposed by the government on 

the quantitative of farming land that could be into construction land. Since 
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1987, the state has been making known to lower level governments (namely the 

provincial and municipal government) annual quota for the total areas of newly 

allocated construction land to be converted from agricultural land.  

2. The situation of piecemeal land allocation was changed. Land parcels 

adjacent to each other tended to be allocated together so that new construction 

land could form continuous areas. The principle of ‘six unifications’ (liu tongyi), 

i.e. unified planning (tongyi guihua), unified land expropriation (tongyi zhengdi), 

unified infrastructure development (tongyi kaifa), unified land sale (tongyi 

churan) and unified management (tongyi guanli) should be introduced in land 

allocation and urban development.  

3. Land users should pay for land use rights for occupation during a certain 

period of time. Routes of obtaining land use rights should gradually be shifted 

from mainly based on administrative allocation without expenses to tender or 

auction with payments. Developers could pay for land compensation in either 

money or practical substance, say infrastructure or public facilities or 

buildings. 

During 1989-1990, the GzMG promulgated several local regulations in the field 

of land administration, which has deepened the land use reform in the city. 

Land use administration methods in Gz saw the transformation from merely 
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using administrative tools to depending on the combination of administrative, 

economic and legislative instruments (Editorial Committee of Real Estate 

History, 1995).  

Property rights 

The most important issue at the constitutional level of concerning land use 

policies is the property rights of land. Urban land in China is owned by the 

state. The system was established in several stages after 1945. Land possessed 

by the Chinese Communist Government before the Revolution in 1949 was 

formerly owned by the Nationalist Government and its sustainers. During 1949 

to 1953, the Chinese government obtained land through buying and renting 

private-owned land. Laws enacted in 1953 provided for land expropriation for 

state construction: all government units could be supplied with land acquired 

by the government. Also with the finish of use, the government would resume 

possession of the land. Simultaneously, private, transferable ownership of land 

still existed until 1956. After 1956 further nationalisation of land proceeded 

until its completion around 1982. The Constitution of 1982 prohibited 

transactions of land between any organisations and individuals (Chen and 

Wills, 1999). Thus, during a rather long period of time after the Revolution, the 

ultimate feature of the land system in Chinese cities was state-owned. Land 

was allocated by the state to work units without charge and time limit. Private 
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land transactions were prohibited. This system of land allocation is now 

referred to as the ‘old land system’ or ‘old land use system’. It was basically a 

product of the planned economy of China during that period.  

The land reform announced in the 1980s established a new property rights 

system, including the separation of land ownership from the land use right. 

Land use rights became transferable in the market. Based on this, China 

formed a revised structure of property rights allocated to urban land, though it 

was argued that there are more details to be clarified of this system. The 

‘General Rules of Civil Law’ provides that “property ownership includes the 

rights to possess, use benefit from and dispose of property” (Institute of Finance 

and Trade Economics and Institute of Public Administration, 1992: p.189). The 

state possesses the ownership for all land acquired for urban construction 

inside the urban planning area9. Land not acquired for urban construction 

                                                        

9 ‘Urban planning area’ is the English translation of the professional term ‘chengshi 

guihuaqu’ for describing the area which includes the city proper, outskirts and 

other areas inside the administration region of a city that need to be controlled by 

planning for the needs of urban construction and possible development by the end 

of the time limit of the Urban Master Plan [Urban Planning Act of PRC, 1989, Article 

3; Seabrooke et al., 2004]. 

Urban construction can only happen inside the urban planning area. The area 

should be decided when formulating the urban master plan organised by the 
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usually operates under the ownership of village collectives. In order for land to 

be granted development rights to become available for construction purpose, its 

ownership must be transferred from rural collectives to state and incorporated 

into the urban planning area. When the State, as the owner of land, grants land 

to users, the State owns the land, and the user only owns use rights subject to 

interests of the State. The transfer of land use rights is administered at the 

municipal level. 

Legislation for land use 

Legislation concerning land use policies can be in the form of laws, regulations, 

codes and implementing provisions formulated at national and local 

(provincial/municipal) levels.  

The promulgation of land laws and regulations in PRC can be traced back to 

1953 when the central government announced the Measures for land 

expropriation for state construction (Guanyu guojia jianshe zhengyong tudi 

banfa). It provided the land expropriation procedure and compensation 

measures for urban construction. The GzMG promulgated the implementation 

                                                                                                                                                          

municipal government. It is the scope that urban master plan should deal with, and 

might be smaller or of the same areas as the territory of the city. As for the whole 

territory of the city, it is the area to which the Comprehensive Land Use Plan 

applies. 
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measures for this regulation in the next year. Since then Gz had its local 

legislation concerning construction land use administration.  

Legislation concerning land use policies flourished during the study period of 

this research. Besides the most important national statute, namely the Urban 

Planning Act of PRC (UPAPRC) promulgated at the end of 1989 (and enacted on 

1st April 1990), a little bit earlier than the time period of this study, many acts, 

ordinances or regulations were announced during the 1990s, including the 

Land Management Act of PRC (LMAPRC) (first announced in 1986, revised in 

1998), Urban Real Estate Management Act of PRC (1994), Provisional ordinance 

for disposal and transfer of land use rights in cities and townships in China 

(1990), Urban real estate development ordinance (1998), Detailed measures for 

implementing the LMAPRC (1998), Provisional stipulations for management over 

administratively allocated land use rights in the reform of state-owned 

enterprise (1998) etc. Many of them have their local editions at provincial or 

municipal levels.  

Following the promulgation of national laws of land use, big cities in China 

formulated their local regulations of land use sooner or later. For instance, 

GzMG announced the Provisions of applying for construction land in Guangzhou 

(Guangzhou shi shenqing shiyong jianshe yongdi guize) on 30 March 2003. It 

departs from the LMAPRC (1998), which stipulates that: 
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“Any unit or individual that wants to utilise land for construction 

purpose should apply for state-owned land according to the law. 

However, this is not applicable to cases in which the land user had 

obtained prior endorsement for using collectively owned land of the 

village under the circumstances in which the land collectively owned by 

members of village economic organisation is to be used for establishing 

town or village-owned enterprises, or built into housing for villagers, or 

for the purpose of constructing public utilities for the village/township, 

or used in the interest of the public” (Article 43) (Author’s translation. 

Original text in Chinese.).  

It also stipulates that land use rights for projects in the field of manufacturing 

industry, energy, transportation, science and technology, education, culture, 

hygiene, public interest, municipal public utility and infrastructure can be 

obtained through negotiation or administrative allocation. 

For land use in Gz, it seems that regulations at the local levels changed faster 

than those at the national level, which almost reflected the speed of the 

reactions to practical situations. For instance, the Provincial Government of 

Guangdong promulgated the Implementation measures for land management in 

Guangdong Province for the first time in 1986, the same year as the 

announcement of the LMAPRC. The provincial one was revised in 1991, well 
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before the revision of the national one. 

Some of the stipulations above mentioned dealt with issues not mentioned in 

the laws or regulations of the upper levels. However, they did not provided 

many details for practice, as many of these measures were still in the 

‘conceptual’ stage awaiting implementation regulations. Relevant laws and 

regulations should be relied on for interpretation of individual regulations that 

are imperfect. But this allows considerable latitude for the exercise of discretion 

based on guanxi. 

Thus, it has always been difficult for investors to have a clear picture of the land 

use policies of a city. On the one hand, it is hard to find a clue indicating all the 

laws and regulations concerned. On the other hand, some of the official 

documents, being regarded as components of the legislation system and 

referred to by government departments as guidelines, are not publicised in the 

public domain. It is difficult to get access to them. Besides, with rapid economic 

and urban development, the pace of change and amendment to the existing 

laws and regulations is rapid. There is the possibility that the stipulations you 

knew before have been subsequently amended from time to time. There is also 

the possibility that a new one has been issued as amendments to the old one. In 

other words, you may think that you have had a full picture of the stipulations 

relevant to the issue, without awareness of its out-dated statues in that 
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amendments have been made to them since your final approach to it. Even if all 

the legislation documents are available, there are “even further difficulties in 

establishing its status and differentiating between the effect of the laws and 

regulations at national and regional levels” (Walker, 1991: p.98). This leaves 

room for the government to exercise discretion in interpreting the policies, and 

contributes to uncertainties in the decision-making of investors. In order to 

collect relevant information, investors should pay high transaction costs to go 

through the whole process.  

Legislation for urban planning 

According to the Proposed scheme for improving the legislation system 

concerning urban construction issued by the Chinese Construction Ministry in 

1991, the legislation for urban planning in China was modified according to the 

UPAPRC. First, the Urban planning implementation ordinance (Chengshi guihua 

shishi tiaoli) will be established as the administrative regulation at the national 

level when modifying the legislation system for urban planning. Second, the 

system will, upon established, include eight departmental regulations 

concerning urban construction, which are: 

• Measures for urban planning formulation (Chengshi guihua bianzhi banfa) 

(issued in 1991);  
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• Measures for project site selection (Jianshe xiangmu xuanzhi guihua guanli 

banfa) (issued in 1991); 

• Measures for ground investigation and land survey in cities (Chengshi kancha 

cehui guanli banfa); 

• Management measures for urban planning formulation and design (Chengshi 

guihua sheji guanli banfa); 

• Measures for planning formulation and endorsement of plans for systems of 

cities and towns (Chengzhen tixi guihua bianzhi shenpi banfa) (issued in 1994); 

• Measures for planning formulation for county territory (Xianyu guihua bianzhi 

banfa); 

• Planning and construction management measures for townships (Jianzhizhen 

guihua jianshe guanli banfa) (to be established); and 

• Planning and management measures for cities of historical and cultural 

significance (Lishi wenhua mingcheng guihua yu guanli banfa) (Guangzhou 

Urban Planning Bureau, 1999; Fong, 2003). 

Furthermore, it also includes laws and regulations relevant to urban planning 

such as those for the supply of municipal utilities, construction for townships 
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and villages, conservation of scenic spots, building engineering, urban real 

estate management and housing (Fong, 2003). Though some components are 

not ready yet, the existing urban planning legislation system in China has 

roughly the framework as shown in Figure 4. 8.  

Figure 4. 8 Urban planning legislation system in China  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Source: Fong (2003) (Translated by author. Original text in Chinese.) 
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The UPAPRC was promulgated in 1989 and came into effect on 1 April 1990. It 

was the most important law for more than a dozen years in the field of urban 

planning. Amendments to it have been completed though the result is not yet 

announced (Fong, 2003). It aims to coordinate the relationships between urban 

planning and social, economic development of the cities, and that between 

regulations for urban planning and other fields. It provides the legal procedure 

and framework of urban planning and determines the power scope of local 

governments as well as the relevant social supervision mechanism in dealing 

with urban planning issues.  

According to Article 3 of the UPAPRC, urban construction can only happen 

inside the urban planning area. In 1990 when the 15th Urban Master Plan for 

Gz city was formulated, the Standing Committee of the GzMG decided that the 

whole territory of Gz10 be designated as the urban planning area of Gz. All 

development inside the urban planning area is under the control of the Urban 

Planning Bureau. Detailed plans are often site-specific or project-specific and 

serve as important tools of planning control in the city.  

National urban planning administrative regulations aim to establish the overall 

                                                        
10 The territory comprised the oldest eight administrative districts of Gz, not 

including the areas of the four county-level cities under the jurisdiction of Gz.  
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organisational structure as well as relevant administrative measures for urban 

planning formulation and implementation in the whole country. They designate 

the responsibilities and powers of the central government and local planning 

authorities at different levels. The regulations also cover the procedures and 

principles in issuing and implementing individual plans (Fong, 2003). Some of 

these regulations are in effect, such as the Measures for Project Site Selection, 

Provisional ordinance for disposal and transfer of land use rights in cities and 

townships in China (Zhonghua renmin gongheguo chengzhen guoyou tudi 

shiyongquan churan he zhuanrang zhanxing guiding) (issued in 1990), 

Announcement of introducing the ‘land use planning permit’ and ‘construction 

planning permit’ policy (Guanyu tongyi shixing jianshe yongdi guihua xukezheng 

he jianzhe gongcheng guihua xukezheng de tongzhi) (issued by the Construction 

Ministry in 1990) (Guangzhou Urban Planning Bureau, 1999). 

The Urban planning ordinance could be regarded as the basis of all local urban 

planning regulations. For instance, the Guangzhou urban planning ordinance 

(Guangzhou shi chengshi guihua tiaoli) was issued by the Steering Committee of 

the Municipal People’s Congress. The structure and contents of it are quite 

similar to those of the planning laws of the whole country.   

Departmental regulations in the field of urban planning include those issued by 

national or local planning authorities. They define the legal path, scope and 
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structural arrangement as well as principles that legalise actions relating 

directly to urban planning. The actions could be those of the planning authority, 

other units or individual persons (Fong, 2003). These regulations provide 

standards and procedures for deciding penalties for illegal construction actions. 

Departmental regulations also include those regulating planning formulation 

and implementation, and the way of decision-making as well as relevant 

administrative measures. For instance, the Gz planning authority promulgated 

the Measures for management over urban planning and design services in 

Guangzhou (Guangzhou zhi chengshi guihua sheji hangye guanli banfa) in 1998. 

It establishes the qualification requirements for professional institutions that 

want to provide planning formulation services in Gz (Guangzhou Urban 

Planning Bureau, 1999).  

Urban planning administrative regulations issued by local government try to 

establish the local urban planning policy framework according to the specific 

situations of the localities. They define the structure and duties of the local 

urban planning authority. They usually provide information of procedures and 

principles about planning formulation and implementation in the locality (Fong, 

2003). Governments at the provincial and municipal level issued many of these 

local regulations.  

Laws and regulations relevant to urban planning are those in the field of 



 158

government administration and management of land and real estate, 

environment, greening, historic relics, scenic spots, etc. On the one hand, 

urban planning is conditioned by regulations in these fields. On the other hand, 

urban planning may also become constraints on actions in these fields. These 

laws and regulation include: 

• LMAPRC (passed by the Steering Committee of the 6th National People’s 

Congress and issued in 1986, amended in 1998); 

• Urban Real Estate Management Act of PRC (Zhonghua renmin gongheguo 

chengshi fangdichan guanli fa) (passed by the Steering Committee of the 8th 

National People’s Congress and issued in 1994); 

• Environmental Protection Act of PRC (Zhonghua renmin gongheguo huanjing 

baohu fa) (issued in 1989), Water Law of PRC (Zhonghua renmin gongheguo shui 

fa); 

• Fire Protection Act of PRC (Zhonghua renmin gongheguo xiaofang fa) (issued in 

1998); 

• Administrative Litigation Law (Zhonghua renmin gongheguo xingzhen susong 

fa) and Ordinance for administrative appeal (Xingzheng fuyi tiaoli) (issued in 

1999), etc.  

Codes for planning formulation are important professional standards to 
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legitimate urban planning practice. There are two levels of codes, namely those 

of the national and local level. Local codes sometimes duplicate those of the 

national level, or as a result of some amendments to the latter. In practice, 

when both national and local level codes are available for reference, the 

planners usually adopt the set most suitable to the smallest area. In other 

words, local codes, taking into account of local conditions, usually prevail over 

the national code.  

Individual plans become documents having legal effect when they are 

considered and approved through the legal procedure. They are documents 

(usually in the form of both text and graphics) of stipulations for the 

construction and development of a specific area.  

Planning system 

Land management and urban planning in China are in the charge of two 

separate authorities, i.e. the planning authority and land management 

authority (see also Chapter 2). Planning control as a tool for public intervention 

in urban land use should seek harmony between the two authorities. Also, 

legislation for both fields could have influence on the planning system. When 

either of the two authorities is organising plans in its own field, the other party 

would be consulted for suggestions on the topic via being invited to the meeting 

for assessment of the draft plans. As for land development application affairs, 
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the GzUPB may, for instance, before the meeting of the SGLDGz (See later 

section entitled ‘Land application procedure’ of this chapter for details) is held 

to make decision on land grant, contact the Guangzhou Land Resource and 

Housing Management Bureau (GzLRHMB) officially or informally for their 

possible objection to issue land use permit for a certain case, or the history and 

record of the land parcel concerned. However, as they are two separate 

government departments, they may not always been collaborative due to vested 

interests of themselves. As a result, the system appears to be well organised but 

conceals inherent difficulties to its smooth operation. The following paragraphs 

illustrate this through introducing the hierarchy of plans in effect in China. 

The UPAPRC stipulates that local ‘master plans’ should be consistent with 

plans made at a ‘higher level’. This typically results in an integrated hierarchy 

of plans including the following: 

• National Comprehensive Land Use Plans (CLUP); 

• Regional Plans; 

• Comprehensive Land Use Plans at local levels; 

• Urban Master Plans; 
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• Zoning plans11; 

• Detailed Plans. 

The last two categories are stipulated in the UPAPRC. The national and local 

level CLUPs are requirements set by the LMAPRC. Because urban planning and 

land management are subject to two streams, namely the urban planning 

authorities and land management authorities, only the Urban Master Plans 

and Detailed Plans are regarded as statutory plans in the planning system of 

China. Promulgated plans are documents that should be complied with in the 

urban development process. 

National CLUP is organised by the central government. It has less physical 

concern and aims at providing a general index for the balance between 

construction land and farmland for the whole country. The index would be 

further broken down to form quotas as guidance to the CLUPs at provincial 

level. In order to divide the quota for upper levels into lower levels, the national 

                                                        
11 Zoning plans, serving as the linkages between urban master plans and detailed 

plans to ensure the implementation of the master plans, usually applies to cities of 

large or medium size. Large cities are those with the non-agricultural population of 

or above 500 thousand, whereas medium size cities each has a population of above 

200 thousand and less than 500 thousand (Urban Planning Act of PRC, 1989, 

Article 4).  
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figures become expressed as detailed control quotas for cities, counties and 

towns. The most important index in the national and local level CLUPs is the 

area of arable land. As arable and construction land are usually in 

contradictory relationships, another important index mentioned in the Land 

Management Act is the area of construction land. The LMAPRC (1998) provides 

that “CLUPs at the lower levels should comply with those at upper levels. The 

area of land designated by local plans for construction purposes should not 

exceed the quota assigned by plans at the upper levels. The area of conserved 

arable land should not be less than the index stipulated by plans at the upper 

levels. CLUPs formulated by governments at provincial level or of cities directly 

under the central government should ensure that the total arable land inside 

the respective territory does not decrease” (Article 18) (Author’s translation. 

Original text in Chinese.). CLUPs define the boundary of three main categories 

of land, i.e. agricultural, construction and other uses. (Land Management Act of 

PRC, 1998, Article 4). Construction land mainly includes the built up areas of 

the cities or towns. 

Regional Plans are not legally defined and usually receive less attention than 

other sorts of plans. The revision of Regional Plans often arises from the 

intention of local governments to integrate the development of areas located in 

the same region. At provincial/municipal levels, all government department or 
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committees in relevant field, such as those in charge of economic development, 

urban construction, land use management or urban planning may initiate 

some plans of certain subject. For instance, the Gd Provincial Construction 

Commission initiated the Planning for Urban Agglomeration of Pearl River Delta 

Economic Region: Coordination and Sustainable Development (Zhujian 

sanjiaozhou jingji qu chengshi qun guihua: xietiao yu chixu fazhan) in 1995 as 

an attempt to guide the cooperation of cites in the PRD region, whereas the Gz 

Landscape and Municipal Utilities Bureau, assigned by the GzMCC, organised 

the planning for the green-belt system of Gz in 2000. Under certain 

circumstances, some authorities may be powerful enough to call up 

co-ordination of parallel departments if they are able to have support from the 

highest leaders of the municipal/provincial governments.  

CLUPs at local levels usually happen at the municipal level. The local land 

management authority would be in charge of organising the tasks. It aims at 

balancing the equilibrium between rural and urban construction land. It is 

important for the CLUPs at local levels to arrange the geographic distribution of 

the quota of farmland assigned by CLUPs at upper level.  

As statutory plans, the Urban Master Plan and Detailed Plan have their 

respective comprehensive codes for professional use. There are also relevant 
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regulations of the qualification of institutions entitled to prepare plans12 as well 

as those on entitlement of legislation bodies in considering and passing planning 

schemes13. 

Governance level 

Land use administration system reform in 1992 

The land administration system in Gz right before the reform was mainly 

concerned with the routine tasks of three bureaux, namely the GzUPB, the 

GzREMB and the Gz State Land Management Bureau (GzSLMB). They were all 

subject to the overall guidance of the municipal government. More specifically, 

before the land use administration system reform in 1992, the GzUPB presided 

over land application and issued land expropriation notice for construction 

inside the eight districts of Gz city. The GzREMB had a long history and dealt 

with registration formalities of completed buildings. It issued certificates of 

                                                        
12 For instance, the followings are in effect in Gz: the Provisions of qualifications for 

urban planning formulation (announced in 2000 as a substitute for the Management 

measures of qualifications for urban planning formulation promulgated in 1992 and 

its supplementary provisions announced in 1993), the Measures for urban planning 

formulation (1991) and the Management measures for planning service industries in 

Guangzhou (1998). 

13 For instance, the UPAPRC (1989) and the Measures of planning formulation for 

system of cities and towns (1994).  



 165

land use rights and real estate deeds. The GzSLMB or the land administrative 

bureaux in the county governments, which have their respective limits of 

authority as prescribed by regulations, were in charge of examining and 

approving application for construction on land located in the four counties 

supervised by Gz. They are also responsible for maintaining a register of the 

property rights of the land parcel (diji guangli). In the old system the GzUPB and 

the GzREMB were under the supervision of the GzMCC whereas the GzSLMB 

was subject to the management of the Municipal Agriculture Commission.  

In 1992, the GzMG approved the ‘Scheme for reforming the land administration 

system of Guangzhou city’ raised by the Municipal Economic System Reform 

Commission. This was a major event of the change of the whole land use 

administrative system of the city.  

The reform announced the coalition of the GzREMB and the GzSLMB in July 

1992. According to the document of reform, the combined bureau would 

operate on the basis of ‘one group of people with two titles (namely the GzSLMB 

and the GzREMB). The combined bureau was later renamed the GzLRHMB.  

The reform retained the GzUPB while adjusting its function of allocating land 

for construction use, which was transferred to the GzLRHMB. The GzLRHMB 

became the authority for land and housing management in rural and urban 

area of Gz from then on (Guangzhou Municipal Government, 1992). It oversees 
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the land resources management in the whole territory of Gz, including eight 

districts, three counties and one county-level town.  

Another significant change by the reform is the introduction of ‘land use 

meeting’ policy. Before the reform it was the GzUPB together with the Mayor in 

charge of construction issues14 in the municipal government that would decide 

land allocation. After the reform land use decisions are made by a monthly land 

use meeting at the municipal level, which should be attended by the 

Mayor-in-charge, the Secretary of the General Office of the GzMG (shizhengfu 

bangongting), GzUPB, GzMCC, Guangzhou Environmental Protection Bureau 

(GzEPB), GzLRHMB, Gz Financial Bureau, Gz Municipal Legislation Office and 

other units concerned. A land allocation decision by the meeting represents 

that of the municipal government. The GzUPB is responsible for arranging the 

meetings and deciding which cases should be discussed in the meeting. It 
                                                        
14 There are usually a mayor and several deputy-mayors in each city in China. 

Usually the mayor oversees the general works of the municipality. Each 

deputy-mayor takes care of works in one or several aspects, say, urban 

construction, hygiene, education, manufacturing industry, agriculture, etc. 

Commission or bureaux of the government might often need to report to the 

mayor–in-charge in their field about working progress, or ask for his/her opinions 

when making important decisions. In respect of urban construction, the municipal 

meeting discussing land application permissions is one that the mayor-in-charge 

would certainly attend.  
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should also prepare full material of such cases before the meeting (See later 

section entitled ‘Land application procedure’ in the same chapter for more 

details).  

Before the merging of the GzREMB and the GzSLMB, the GzUPB was in charge 

of issuing the land expropriation notice for state construction whereas the 

GzREMB would issue the land use permit upon completion of land 

expropriation. After the merging, the Department of Construction Land of the 

GzLRHMB oversees issuing the notification of land expropriation or 

administrative allocation of land (guojia jianshe zhengyong/huabo tudi 

tongzhishu). The document was replaced by the ‘construction land notice’ in 

1993, which became the certificate to enable the land applicants to go through 

the required land expropriation and relocation formalities.  

In order to obtain the construction land notice the land applicant should 

submit to the Department of Construction Land of the GzLRHMB documents 

indicting that it has gone through formalities for paid utilisation of state land 

after the land expropriation, compensation and relocation stages. The 

documents required also include the land lease, the diagrams for calculating 

land expropriation compensation, notification of estimated loss of arable land 

for upcoming construction (he jian gengdi tongzhishu), receipts of paid tax for 

arable land occupation (gendi zhanyong sui), premium for reclamation of land 
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suitable for farming (tudi kenfu jin), cost of vegetable field (caitian jianshe fei) 

and administrative cost for land expropriation (zhengdi guanli fei), testimonial 

of formalities gone through for converting agricultural population into 

non-agricultural and testimonial for final conclusion of the land expropriation 

from the Relocation Office under the GzLRHMB. The Department of 

Construction Land under the GzLRHMB will issue land use permits to land 

applicants whose above-mentioned documents are in accordance with 

regulations concerned.  

The new LMAPRC came into effect on 1 January 1999 in place of the old one. In 

accordance with this a new link was added to the whole process for obtaining 

the construction land notice, namely the preliminary consideration of land 

application for construction projects (Guangzhou State Land Resources and 

Housing Management Bureau, 2002). In this link the GzLRHMB will provide a 

report of assessment, which is a necessity for further steps in the land 

application procedure (Editorial Committee of Guangzhou Yearbook, 2000).  

Land use administration structure under the transition economy 

Major government bodies involved 

Urban planning and land use management are two important aspects of land 

use policies. Planning describes the objectives and blueprint of the future of 

cities while land use management oversees the implementation of the planned 
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distribution of human activities.  

“The Ministry of Construction, one of the most powerful government ministries 

in the PRC, has an elaborate local network and, through a system of Municipal 

Construction Commissions (MCCs), maintains very close links with municipal 

authorities. MCCs provide professional rather than administrative direction to 

other bureaux that fall within the broad area of urban construction. This 

includes urban planning… and land use management. Some aspects of land 

management fall within the purview of the Ministry of Land and Natural 

Resources (MLNR), which is grouped with the ‘super-ministry’ of State 

Economics and Trade. The MLNR also has a local network of Land 

Administration Bureau. The bureaucracy relating to the use and management 

of land in urban areas is elaborate and, at times, difficult to understand” 

Seabrooke et al. (2004: 454).  

At local (municipal) level, land use policies relate closely to two authorities: the 

urban planning and the land use administration authorities. In some cities the 

two authorities are combined in one government institution while in other cities 

they retain separate. As far as Gz is concerned, the urban planning and land 

administration authorities are two separate bureaux, namely the GzUPB and 

GzLRHMB. 
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The Guangzhou Municipal Construction Commission (GzMCC) is one of the 

units inside the GzMG. Being the core of the ‘GMCC System’, it directs the 

bureaux inside the system not as the administrative leader but in terms of 

professional work. The two bureaux mentioned above also belong to the system 

(Figure 4. 9). The system also includes the Public Utilities Administrative 

Bureau, Gz landscape and Municipal Utilities Administration Bureau and Gz 

Urban Appearance and Environmental Sanitation Administrative Bureau. 

Another relevant body is the GzEPB, which should play an increasingly role in 

the process for sustainable urban development. Each of the bureaux 

mentioned above has branches in each administrative districts of the city. 

Figure 4. 9 Structure of urban planning and land use administrative 

authorities in Guangzhou 
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Source: Seabrooke et al. (2004: p.455). 

Guangzhou 
Urban 
Planning 
Bureau 
 

Guangzhou Municipal Government 

Guangzhou 
Municipal 
Construction 
Commission 

Guangzhou 
Land Resource &
Housing 
Management 
Bureau 

Guangzhou 
Environmental 
Protection 
Bureau 
 



 171

 

Function of government authorities concerned with urban land use 

GzMCC 

GzMCC represents the municipal government in overseeing all aspects of city 

construction. On the one hand, it plays an important role in deciding the 

annual ‘prescribed projects’ relating to urban development, on the other hand, 

it deals with practical matters of construction management. ‘Prescribed 

projects’ refer to some government-funding projects that are of great 

importance to future development of the city. GzMCC itself or the planning 

bureau or other institutions below it may suggest the titles and budgets of 

prescribed projects relating to urban planning. Prescribed projects typically 

involve: 1) Strategic or master plan for the city; 2) Large transport 

infrastructure such as the airport and subway; and 3) Planning and design for 

areas of great significance to the city in terms of culture, history, economy or 

environment, etc. 

Practical construction management by GzMCC comprises such matters as 

issuing construction license, formulating construction quota and examining 

construction quality (Seabrooke et al., 2004). 
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GzUPB 

GzUPB oversees the overall progress of urban planning in the Gz urban 

planning area by organising planning formulation, suggesting prescribed 

projects, considering and assessing the planning and architectural design 

schemes for individual projects, ensuring the implementation of plans by giving 

suggestions to project site selection and issuing land use planning permits, 

determining planning standards and guidelines and examining the 

qualifications of institutions providing planning and design services in Gz. 

GzUPB takes the initiative to find problems and future needs of the city and 

give relevant suggestions to annual prescribed projects to the government 

through GzMCC. These projects suggested by the GzUPB are usually the 

planning and research projects for large transportation facilities such as 

airport and subway or other infrastructures, planning and design for belts or 

sections of great significance to the city in terms of history or economy or 

environment value (Seabrooke et al., 2004). 

GzLRHMB 

GzLRHMB is responsible for considering the use of all the land resources inside 

the Gz administration region. It organises the preparation of CLUP for Gz. The 

plan should zone land into different use categories. The areas include basic 
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protection area for farming, planning area for the development of city/town, 

separated area for industry or mining industry, water surface, area for growing 

vegetables or fruits, area for large regional infrastructure and unused area, etc 

(Seabrooke et al., 2004).  

Issuing land use permits is one of the major tasks of GzLRHMB. In order to 

obtain the land use permit for a piece of land which is not state-owned before 

(i.e. ‘newly supplied land’), the developer should, subsequent to obtaining the 

land use planning permit as normal cases concerning ‘land in stock’, clear the 

formalities with the GzLRHMB for land expropriation affairs before getting the 

land use permit. 

GzEPB 

GzEPB once belonged to the GzMCC system before 1995, as GzUPB and 

GzLRHMB do now. It is now a bureau independent of the GzMCC.  

According to the Gz Environmental Protection Regulation (1997) (published in 

Chinese as a pamphlet), GzEPB is in charge of formulating urban 

environmental planning and supervising the implementation of local 

environment-related stipulations. It should intervene in the urban development 

process at the first stage by providing environmental suggestions (Seabrooke et 

al., 2004). The suggestions normally come from the environmental impact 
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studies undertaken by research institutes supervised by the GzEPB or other 

professional agencies. The GzEPB should organise Environmental Impact 

Assessment (EIA) for important projects and decision-making of urban 

development. Intended projects that may cause environmental impact on the 

city should get permission from GzEPB about site-selection. To do this, the land 

user should submit the EIA report to GzEPB. “Any measures that are necessary 

to reduce pollution resulting from a development should be agreed, designed 

and constructed at the same time as the major project and should be checked 

and accepted by G(z)EPB before operation” (Seabrooke et al., 2004: 456).  

In practice, institutional problems hindered the implementation of EIA into 

most construction projects in the past. “With the progress in urban 

development… (and) improvement of people’s awareness of environmental 

protection, G(z)EPB is playing a more important role in Guangzhou urban 

construction” (Seabrooke et al., 2004: 456). Beginning from 2000, GEPB takes 

part in each land-use permission meeting called for by the mayor of the 

municipal government and may veto projects. 

Land application procedure 

Land development is a rather complicated procedure with many uncertainties 

that result in high transaction costs. There are uncertainties because the rules 

of the game in the field of real estate development are usually vague. As a 
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developing country, China has legislation system that is imperfect compared to 

those of the developed countries, creating greater uncertainties for players in 

real estate development in China.  

In the past, the availability of official literature covering these matters was 

scarce and fragmented, consisting of some internal guidance in government 

departments or some compiled flow charts or descriptions by researchers based 

on what they can inferred from relevant materials or hearings (Xu, 1999; Tang, 

2003). “The procedure for obtaining development permission in Gz is complex, 

tortuous and virtually impossible without official support…It is not unusual to 

encounter the circumstances where a permit is required in order to proceed to 

the next step but cannot be given until the ‘next step’ has been approved” 

(Seabrooke et al., 2004: 457-458). It often happens that even a government 

official or professional specialised in urban planning cannot explain explicitly 

the procedure of how to obtain development permission in the city.  

With the development of market economy, Chinese government is paying more 

and more attention to legislation in all fields including urban construction. The 

rules of the game for real estate development are getting clearer in China with 

the improvement of legislation. For instance, the Provisions of applying for 

construction land in Guangzhou announced in 2003 by GzMG is an official 

document that provides written reference to the land use application procedure 
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presently adopted in Gz (Figure 4. 10). 

Figure 4. 10 Formally announced procedure for land use application in 

Guangzhou 
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is not considered to be in conformity with the urban master plan, the ‘study 

report for project site-selection’ (jianshe xiangmu guihua xuanzhi lunzheng 

baogao) should also be needed. The GUPB will then issue the site selection 

recommendation.  

2. Preliminary consideration of land application  

The land users should approach the GzLRHMB to apply for confirmation of the 

‘potential geological disaster appraisal’ (dizhi zhaihai wei xiang xing pinggu) 

and arrangement of the preliminary consideration of the land application.  

Not all projects should have potential geological disaster appraisals. For those 

that really need one, the land applicant should assign the tasks of appraisal to 

a qualified land survey agency. The undertaker will prepare a report of 

geological disaster appraisal, which should also be submitted to the GzLRHMB 

for preliminary consideration. 

Preliminary consideration is a link newly added to the traditional application 

process in 1999 for allocation of construction land to be converted from rural 

uses. It is an attempt of the municipal government to incorporate the CLUPs 

and annual land use plans in considering land application so that the goal of 

conserving farmland could be achieved. The government will consider the 

following issues in the preliminary consideration stage: “(1) whether the 
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site-selection complies with the Land Use Master Plan for the city; (2) whether 

the site is suitable for the project in terms of scale; (3) whether there is any 

remedy for the arable land (if any) to be occupied by the project; (4) whether the 

application can fit in the annual land use plan” (Editorial Committee of 

Guangzhou Yearbook, 2000: p.219) (Author’s translation. Original text in 

Chinese). Preliminary consideration is jointly undertaken by three departments 

under the GzLRHMB, namely department for Construction Land, Property 

Rights and Land Use Planning. The GzLRHMB will comment on the case by 

providing the ‘report of preliminary assessment of land application for 

construction project’ (jianshe xiangmu yongdi yushen baogao) that has taken 

account of the recommendation for site-selection provided by the GzUPB before. 

The Department of Construction Land will also file the materials submitted by 

the land applicant and the preliminary consideration report for each case. 

3. Approval of the project and Environmental Impact Assessment  

If the site selection is approved in the preliminary consideration stage, the land 

applicant should submit the feasibility study report to the PC and the 

Environmental Impact Assessment report to the Environmental Protection 

Bureau. 

4. Applying for land use planning permit 
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The land user should apply for land use planning permit and planning 

guidelines for the site from GzUPB. GzUPB will seek approval from the 

municipal government of the land allocation decision as well as means of 

allocation before issuing land use planning permit and providing planning 

guidelines. 

Obtaining endorsement by the municipal government is a milestone in the 

whole land use application process, though there are many further difficulties 

to be overcome in other steps. The meeting of the SGLDGz is held monthly in 

the office of GzUPB to give ultimate decision for land use applications15. The 

                                                        
15 To make preparations for the land use meeting at the municipal level, the GzUPB 

also holds its internal land use meeting weekly to decide which cases are eligible for 

further consideration by the meeting at the municipal level for final decision. 

Applications that are denied through the preliminary consideration by the Land 

Use Department of GzUPB would not be submitted to the internal land use meeting 

of GzUPB. Similarly, the internal meeting of GzUPB would possibly further cut 

down the number of cases to be raised for discussion at the meeting of the 

municipal level. Only applications passing the municipal land use meeting could 

become successful cases and obtain the land use planning permit. According to 

communication with GzUPB officials on 13 Dec 2003 and 2 March 2004, 

approximately 60% of all the land use applications could proceed to the GzUPB 

internal land use meeting, and 30% to the municipal level meeting. Furthermore, 

70-85% of the cases discussed at the municipal land use meeting obtained 

approval by the SGLDGz. 
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deputy-mayor in charge of the urban construction is the leader of the SGLDGz. 

The group comprises the Secretary of the General Office of the GZ Municipality 

and leaders from many government authorities (See early section of this 

chapter). 

5. Applying for land allocation 

With land use planning permit and planning guidelines, a land user can submit 

application to GzLRHMB in order to obtain land use rights. For cases incurring 

conversion of land from rural uses into urban uses, the land user should also 

produce a report prepared by the land surveying institution to confirm the 

boundary of the site. Comments about whether the site is suitable for 

construction should also be sought from authorities in charge of geology, 

minerals and forest.  

The GzLRHMB will formulate land allocation proposal and submit it to 

supervisory authorities of suitable jurisdiction as stipulated by the LMAPRC. 

They will consider whether the planned land conversion from rural to urban is 

in accordance with the CLUP and quota of land conversion. With their approval 

land can be converted from rural uses to construction use after land 

expropriation. 

6. Applying for land use permit 
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The land user can apply for land use permit after clearing the formalities for 

land disposal. For land use rights obtained through negotiation, the land user 

should sign the contract for disposal of land use rights (guoyou tudi shiyong 

quan churan hetong) (or ‘land lease’ in short) and pay the land premium based 

on the result of land valuation as well as other taxes or fees. For land use rights 

transferred on the basis of administrative allocation, the land user should 

obtain the document bearing the ‘land allocation decision’ (guoyou tudi huabo 

jueding).  

7. Land registration and the issuance of certificate of land use rights 

The land user should approach the GzLRHMB to register for the land transfer. 

The GzLRHMB will then issue the certificate of land use rights. If there are 

buildings on the site that should be demolished before construction, the land 

user should also apply for a license to demolish existing buildings and move 

and compensate the old occupants.  

Land for running business such as commerce, tourism, recreation, office 

buildings, shops, hotels, commodity housing, luxury recreational facilities can 

only be obtained through tender, auction or other means of transaction in the 

public. This is in accordance with stipulations in several other regulations 

including the Stipulations for disposal of state-owned land use rights through 
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tender, auction or ‘guapai’16 (Zhaobiao paimai guapai churang guoyou tudi 

shiyongquang guiding) (See No. 11 decree of the National Land Resource 

Ministry announced on 9 May 2002), Measures for management of tender or 

auction of state-owned land use rights in cities of Guangdong Province 

(Guangdong sheng chengzhen guoyou tudi shiyongquan gongkai zhaobiao 

paimai guanli banfa) (See No. 39 decree of the Guangdong Provincial 

Government announced on 10 June 1998) and Management rule of land use 

rights market in Guangdong Province (Guangdong sheng tudi shiyongquang 

jiaoyi shichang guanli guiding) (See No. 79 decree of the Guangdong Provincial 

government announced on 31 October 1998). For these categories of land the 

land users do not have to go through step1-3, which are only required for cases 

in which the land is grated through negotiation and administrative allocation. 
                                                        
16 ‘Guapai’ is a land transaction system typically in China. It is, together with 

tender and auction and in contrast to land sale through negotiation (which is, in 

contrast to administrative allocation, also sort of land sale and requires the user to 

pay land price), regarded as sort of open way in land sale. It is something like a 

long-term auction for a certain piece of land. The government (represented by LCD, 

etc.) announced the intention to sell a certain piece of land. Those interested in it 

can bid over the price during a certain period of time (e.g. 10 days) and the 

government will update and announce the price information received. The land will 

be sold to the highest bidder at a concluded price that should be higher than the 

base price of the land. It is helpful in cultivating an open and fair market and to 

avoid corruption and opportunism in land allocation. 
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Instead, they can start from signing the land lease with GzLRHMB and pay land 

premium and taxes or fees concerned. 

Figure 4.11 provides detailed information about the procedure of applying for 

construction land that is converted from rural land.  
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Figure 4. 11 Procedure of applying for construction land converted from rural 

land 
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Note: The following abbreviations are used specially for this figure 

(Departments under the land use authority would begin with ‘L-‘ whereas 
those under the planning authority begin with ‘P-‘): 

L-DBLRHMB District Branch of the Land Resources and Housing Management 
Bureau 

L-DCL Department of Construction Land 
L-DLUP Department of Land Use Planning 
L-DM Department of Market 
L-DP Department of Properties 
L-ILS Institute of Land Surveying 
L-IREA Institute of Real Estate Appraisal 
L-OLER Office for Land Expropriation and Relocation 
P-DCM Department of Construction Management 
P-DLU Department of Land Use 
P-DP Department of Planning 

Source: Author. 

Proclamation for land expropriation, land 
compensation formalities and rehousing original 
occupants (DBGzLRHMB) 

Notification of completion of land expropriation 
(DBGzLRHMB) 

Notification of land evaluation (L-DLU) 

Land appraisal (L-IREA); 
Endorsement of the appraisal result (L-DM) 

Notification of land price (L-DM); 
Contract for disposal of land use rights (L-DM);
Paying land premium and obtaining the 
receipts (banks) 

Decision of allocating state-owned 
land (L-DL) 

Land use permit (L-DLU) 

Formalities for demolishing existing buildings and 
re-housing original occupants (L-OLER) 

Certificate of land use rights (L-DLU) 

Paid conveyance Administrative allocation 
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Evolving administrative contents for management of construction land  

The municipal Construction commission formulated the Pilot measures for 

unifying land expropriation formalities for state construction (Tongyi banli 

zhengyong tudi de shixing banfa) in February 1995, which stipulated all land 

users should approach Gz Municipal Land Expropriation Office (Guangzhou shi 

renmin zhengfu zhengyong tudi bangongshi) (GzMLAO) instead of negotiating 

directly with existing occupiers of the site for land expropriation, relocation and 

compensation affairs. Before that, land users should submit to the planning 

authority project proposals and other documents bearing endorsement by 

units at the upper-level for defining the site location, area and boundary 

accordingly and issuing the ‘red line17’ and land use notice (tongyi shiyong tudi 

tongzhishu). The GzMLAO will negotiate with the old land occupier about 

compensation standard before the occupier and the new grantee sign a contract 

for compensation. With the receipt of land fee, the land users can obtain the 

land use permit from the GzLRHMB.  

                                                        
17 ‘Red line’ refers to the line drawn on a map with coordinates of important nodes 

indicating the accurate boundary of the land parcel to be allocated. It is an 

important document of planning control in China, attached to the land use 

planning permit or documents for the same purpose, which might have other titles 

in different stages of time period. 
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Renovated way of land expropriation and grant 

With the introduction of land reform, GzMG linked the practice of paid land use 

with the utilisation of land revenues and other expenses arising from the urban 

construction. The GzMG promulgated the Measures for enhancing paid use of 

land with time limit and raising capital for economic and social development 

(Guanyu jinyibu tuijin tudi youchang youqi shiyong zengjia jingji shehui fazhan 

zijin de ruogan yijian) on 22 January 1992. The document aims to explore 

possible revenues from land through 1) renovated ways18 of land expropriation 

and land grant, 2) betterment levy on land, 3) treatment of idle land with 

penalty, and 4) strengthening management over the distribution and uses of 

land revenue. The following points in the document are notable: 

1) Land users that occupy farmland through administrative allocation should 

pay the ‘land resource exploitation fee’ (tudi ziyuan tuozhan fei). Pilot 

experiments could be conducted for land exploitation in some areas. The ‘land 

resource exploitation fee’ would contribute to the ‘land resource exploitation 

foundation’ (tuozhan jijin) established by the municipal government for 

enhancing exploitation of substitute farmland.  

                                                        
18 Renovated ways are what embodied in the ‘five unifications’, as well as 

‘preliminary land expropriation’.  
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2)  ‘Five unifications’ should be implemented with efforts to enable the 

government to grant land according to annual land use plan. ‘Five unifications’ 

is the general name for ‘unified planning, unified land expropriation, unified 

development, unified land sale and unified management’. Under the principle, 

the government prepares plans and takes care of land expropriation and plot 

development before land parcels are sold to land users and ready for practical 

construction. Under ‘five unifications’ the government would turn ‘raw land’ 

into ‘ripe land’ before granting land to the users. With conditions the 

preliminary land expropriation19 could be introduced in order to save land 

                                                        
19 ‘Preliminary land expropriation’ is a renovated land use policies introduced in a 

small number of cities (such as Shenzhen and Dongguan in the Pearl River Delta) in 

China. According to experiences of pioneering cities, it is said to be a good measure 

in solving some difficult problems such as bargaining with the villagers about land 

compensation, especially for a site of large area.  

Preliminary land expropriation is not land expropriation in the real sense, though a 

contract concerning compensation issues similar to that for normal land 

expropriation cases should be signed for this purpose. Only 5-10% of the total 

compensation for land should be paid to the villagers in preliminary land 

expropriation when the contract is signed (Supplementary stipulations of 

Guangzhou on land expropriation and buildings demolition for state construction, 

1993). Then the villagers could just keep on farming on their land and keep the 

revenues for themselves as in the past, until the time point when the state really 

take over the land for construction use via conventional land expropriation 
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compensation.  

3) The GzMG adopts the paid and time-limited land conveyance policy and in 

principle cease to grant construction land through non-payment administrative 

allocation, except for land needed by municipal utilities, roads, hygiene 

facilities and parks, etc. Land for non-profit projects of education, hygiene and 

research agencies could enjoy deduction of reduced premium through 

negotiation with the municipal government.  

4) Betterment levy would be imposed on land occupants receiving revenue 

arising from land value appreciation. 

5) Transfer or change of use rights (including new development, extension 

project and cooperative development, etc.) for administratively allocated land 
                                                                                                                                                          

formalities and pay the remaining 90-95% compensations.  

If the targeted areas of the preliminary land expropriation are consumed in 2 years, 

the total compensation paid to the villagers will be the same as the amount decided 

by the preliminary land expropriation contract. However, if the land is not used 

until 2 years later, the compensation will increase, beginning from the 3rd year, at 

the increase rate of the price index (Ibid.). 

Benefits of the villagers are thus ensured. At the land users’ side, they can save a 

lot of time in dealing with land expropriation formalities and begin practical 

construction quite soon. 
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should follow the relevant procedure. A land premium or value-added tax 

should be paid for the new use rights. 

6) Treatments of idle land include collection of ‘idle land resource fee’ as a 

penalty, or land resumption by the government for land that is left unused for 

more than 2 years. 

7) Distribution of land revenue. A certain amount of the land profit would be 

handed over to the central and provincial government. The remaining would be 

distributed between the municipal and district/county government. As a policy 

to support the metro/subway project, 30% of the net land revenue should first 

be assigned to this project. The remaining part would be distributed between 

the municipal and district/county governments. In dividing this proportion of 

amount, 80% of it would belong to the municipal government if it arises from 

land inside the city proper. For profit from land located in the counties 

supervised by Gz, 10% of the amount would be handed over to the municipal 

government, whereas the county government would possess 90% of it.  

Generally, 70% of the net profit owned by the municipal government from land 

sale would be spent on urban land plot development and infrastructure 

construction. The remaining 30% would be for farmland rehabilitation and 

other uses.  
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The role of Gz Land Development Centre (GzLDC) 

GzLDC was established in January 1992 as a quasi-government agency20 

(shiye danwei) subject to GzLRHMB, specialising in services for land 

development in Gz. More specifically, GzLDC represents the government to:  

1) Negotiate and sign contracts with land occupants for land expropriation 

issues such as compensation and resettlement of agricultural labours; 

2) Arrange pre-construction development of land, i.e. land leveling and 

infrastructure connection; 

3) Formulate plan for selling land use rights; 

4) Evaluate land premium and collect payment for land use rights and costs 

of comprehensive development of infrastructures;  

5) Sub-contract land expropriation tasks for land users. 

6) Organise tender or auction for land grant. 

                                                        
20 A quasi-government agency (comparing to state-owned enterprises) is usually 

supervised by a certain administrative unit (government department) and 

undertakes certain governmental function of that department. Some of these 

quasi-government units are wholly government-funded whereas others are 

self-reliant or get part of their funding through fiscal allocation. 
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7) Maintain the state-owned land reservoir (land bank) according to 

development plan of the city through conducting survey of unused land parcels 

resumed by the government and spare land resources resulting from the 

moving or bankrupt of state-owned enterprises (Guangzhou Municipal Land 

Expropriation Office and Guangzhou Land Development Centre, 2001; 

Editorial Committee of Guangzhou Yearbook, 1993).  

Under some circumstances when there is a government-initiated plan for a site 

without any concrete developers yet, or the site is huge, the GzLDC will further 

divide the site into some land plots. In this way raw land is turned into ‘ripe 

land’ ready for sale and then be built on21. 

As normal case of land expropriation in Gz, with endorsed plan for the 

construction site (usually in the statue of ‘raw land’) that is previously owned by 

rural collectives, the land users shall approach GzLDC and submit the 

following documents: “1) The land use planning permit issued by GzUPB, with a 

red line on the attached map indicating the exact boundary of the site whose 

                                                        
21 There are also cases in which raw land was sold at the price of ripe land. In these 

cases the GzLDC sold the land use rights in advance before the land formation and 

infrastructure supply are completed. The amount arising from the price difference 

between raw land and ripe land equals the estimated cost of land formation and 

infrastructure supply. 
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target use is in accordance with the existing planning requirements. 2) 

Notification of land expropriation (or administratively allocation of land) issued 

by GzLRHMB. 3) Document signed by the land user to entrust GzLDC with land 

expropriation tasks. 4) Land survey material provided by the Gz Urban 

Planning, Design and Survey Research Institute (GzUPDSRI)” (Guangzhou 

Municipal Land Expropriation Office and Guangzhou Land Development 

Centre, 2001: p.15) (Author’s translation. Original text in Chinese.). 

When receiving the required documents, the GzLDC would 1) Negotiate with or 

notify the land user about the land compensation standards. 2) Representing 

the land user, negotiate with existing land occupant(s) about the agreement for 

land expropriation, in accordance with which the GzLDC would supervise and 

urge the land user to pay the land premium, and require the old occupant(s) to 

hand over the land in time. 3) Collect the commission for providing land 

expropriation service, which equals to 3% of the total costs (compensation) 

incurred in the land expropriation and moving out of the existing occupant(s) 

(‘total cost’ in abbreviation). For land of special uses the service charge would 

be decided through negotiation. 4) Negotiate with the land user about the date 

of completing the land expropriation tasks.  

The land user should, before the land expropriation agreement is signed, remit 

into the bank account of the GzLDC the amount equaling to more than 50% of 
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the total cost. The land user should also pay the first course of the commission 

for the land expropriation service provided by the GzLDC. 

Delegation of land grant power 

The whole Gz consists of several sub-municipal level areas, i.e. administrative 

districts (see Chapter 5). ‘District’ is also often used as the abbreviated name for 

the sub-municipal level government branch supervising the corresponding area. 

Transition economy in China is not only characterised by the decentralisation 

of administrative power from central government to local government at the 

provincial/ municipal level, but a decentralisation-centralisation process about 

the division of power between municipal and district level governments. As in 

Gz, with the reform of administrative structure, part of the planning control 

power was transferred from the municipal government to governments or those 

of lower levels in 1992. Each district and administrative street (see Chapter 5 

for the administrative structure of the Gz municipal government) has a quota of 

land that could be granted under its jurisdiction22. 

For the purpose of urban planning management, district branches of the 

                                                        
22 The quotas were said to be: 3000 mu (equal to 200 ha) for district; 500 mu 

(approximately 33 ha) for town; 50 mu (approximately 3.3 ha) for administrative 

street; and 30 mu (equal to 2 ha) for village. The information was based on a 

meeting with some senior officers of the GzUPB in Gz on 14 February 2004.  
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municipal planning authority were set up in 1992. District planning authorities 

were entitled to represent the municipal planning authority to issue 

construction permits for projects of 1) agencies under the supervision of the 

districts, and 2) private citizens. For land use planning permit, the GzUPB 

authorised its district branches to give preliminary considerations for land use 

applications and attend the meetings of SGLDGz without voting rights. If the 

government branch of some special areas23 has obtained the land use planning 

permits for the land, and there is the need to sub-divide land parcels for various 

land users, the district planning authority can issue land use planning permits 

for divided land parcels according to the site planning guidelines decided by the 

construction control plans. After doing so, the district planning authority 

                                                        
23 These areas include the Gz Economic and Technological Development Zone, the 

Gz Free Trade Zone and the Pearl River Administrative Region (an enclave of Gz 

located at Panyu County), as well as areas of six towns of Baiyun District that are 

located outside the urban planning area of Gz (designated by the 1984 Gz Urban 

Master Plan) . For the mentioned areas of the Baiyun District, the GzUPB would 

grant annually the land use planning permit for an area of 500 mu to the Baiyun 

District Planning Bureau, which would afterwards issue the land use planning 

permit for land use application that is concerned with an area of less than 3 mu (in 

the case of arable land) or 10 mu (in the case of non-arable land) (Measures for 

planning and administration of development zones, 1995). 
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should notify the municipal planning authority for the record 24 . For 

sub-divided land inside the urban planning area, district planning authorities 

should first obtain land use planning permit for the whole area, and then 

submit their suggestion for each land use application case to the GzUPB for 

consideration. The GzUPB would then issue land use planning permits to cases 

that they think appropriate.  

The devolution of planning control power was partly for the purpose of 

facilitating fast economic development in the districts (Xu, 1999), in response to 

the goal of the central government to pursue fast economic development in the 

earlier 1990s (see ‘Case studies’ section in Chapter 3). Some district 

governments treated urban planning administration as within their jurisdiction. 

“The interposition of middle level authorities…results in a reduction of good will 

and obedience, and an increasing in opportunism” (Shen, 1989: p.21) for rent 

seeking behaviours in land allocation. 

                                                        
24 Development zones in Gz are still following such administrative procedure 

nowadays. However, it is based on the situation in most development zones that 

plans are usually formulated in advance for the reference of routine planning 

management works.  
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Operational level 

Realisation of Land use fee 

Gz saw the change towards paid land use after the land reform. Initially, land 

premium was realised in two ways. One was rent in kind. The other was money 

rent. In October 1979 the Headquarter of Dongshan District for Importing 

Capital in Housing Development (HDDIHD25) (Dongshan qu yinjin zijin zhuzhai 

jianshe zhihuibu) signed with a Hong Kong company the first contract in Gz for 

a co-operative housing development with foreign investment. They collaborated 

in development of the Donghu Residential Village. According to the contract, 

the HDDIHD provided the land parcel; the Hong Kong partner would provide 

the capital. When the project finished, the total floor area would be divided into 

three equivalent parts. The first part belonged to the Hong Kong investor and 

would be sold in Hong Kong. The second part would be used for relocating 

original occupants. The remaining part would be sold as commodity housing by 

the HDDIHD. The manipulation was criticised for  “colluding with foreign 

investors”, “exploiting overseas Chinese” and “national betrayal” (Guangzhou 

                                                        
25 The HDDIHD was later restructured into a state-owned enterprise named the 

DongHua Corporation in June 1983 (Guangzhou State Land Resources and 

Housing Management Bureau, 2003). It is specialised in housing development and 

developed the first residential district, namely the Wu Yang (residential) Village in 

Gz.  
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State Land Resources and Housing Management Bureau, 2003: p.2) (Author’s 

translation. Original text in Chinese.). However, this was the first event in Gz in 

which the state received a return (in the form of practicality) from land by 

possessing the ownership of urban land. The time it took place is identified as 

the starting point of paid land use in Gz.  

The government began to collect land use fees (in the form of either currency or 

material objectives) in 1984 in Gz. The policy of paid land use was introduced in 

1985 for newly granted land. Paid land use policy has been implemented fully 

since 1989 for all land use cases. Developers should build infrastructures and 

public facilities of on the obtained land parcels. These facilities as well as part 

of the new-built housing (for relocation purpose) should belong to the 

government. The government would also ask the developer, subject to the scale 

and estimated profit of the project, to build some municipal utilities on 

locations outside the site. Table 4. 8 shows municipal utilities built by the 

developers as part of the land premium to be paid to the government.  

The government also began to collect land premium paid in currency in 1984. 

This policy was introduced in the land development of approximately 10% of 

the total area of the city proper in the first year. The standards of land premium 

were divided into 7 levels. Domestic enterprises should pay 0.5-4.0 yuan for 

each sq. m. of land annually, whereas the corresponding figure for foreign 
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investment was 2-70 yuan. According to the statistics of the GLRHMB, the 

municipal government collected around 70 million yuan of land premium 

during 1984 to 1988. 

Table 4. 8 Utilities built by developers serving as land premium paid to the 

Guangzhou Municipal Government during 1983-1998  

 
Time period Road 

(km) 
Street lamp Flow pipe 

 (km) 
Drainpipe 
 (km) 

Green belt 
 (ha) 

1983-1988 44.84 -- 78.43 113.43 --
1989-1992 128.66 2993 129.57 172.57 51.08
1993-1998 383.50 18288 851.00 564.00 370.60
Total 557.00 21281 1059.00 850.00 421.68

 
Primary & secondary school Nursery school Effluent treatment work 

15 25 1 
53 -- -- 
29 114 1 
97 139 2 

Source: Guangzhou Land Resource and Housing Management Bureau, 2002. 

 

4.7 Interactions between government and developers 

Side effects of the diversification of land control power 

As a result of the diversification of planning control power of the municipal 

government since 1992, allocation of land and illegal construction were nearly 

out of control in suburban areas of the city. 

Driven by economic interests, some district governments overstepped their 

power to give land development permissions to projects inside their 
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administrative territory. At the same time, there was not a uniformed 

government agency to handle illegal construction. As a result, illegal 

construction overflowed in the whole city. The city saw the evolution of illegal 

constructions “from concealed and piecemeal to open and large scale” 

(Guangzhou Urban Planning Bureau, 2003: p.42). Illegal constructions 

encroached upon public open spaces, riversides and areas inside setback lines 

of buildings and roads. The whole city of Gz was in the chaos of construction. 

‘Pooled-capital properties’ 

‘Pooled-capital properties’ were illegal residential properties developed with 

capital pooled by individuals. They were usually built on collectively owned 

land of peasants. This was a noticeable phenomenon during the real estate 

boom between 1992-1996 in Gz. These properties could be found in five 

districts of the city, i.e. the Baiyun, Tianhe, Haizhu, Huangpu and Fangcun 

District. Development of these properties did not follow the required application 

procedure to acquire necessary documents such as land use planning permit, 

land use permit, construction permit 26  and building permit 27  that bear 

                                                        
26 This refers to the document bearing the approval of architectural design scheme 

by the planning authority.  

27 It is a document issued by the Municipal Construction Commission as 

permission for the commencement of physical building activities. 
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endorsement of government authorities (Guangzhou Urban Planning Bureau, 

2003). Several hundred cases were reported. A survey conducted by the GzUPB 

shows that the total floor area of ‘pooled-capital properties’ built between 1992 

and 1995 added up to more than 8 million sq. m., and the total floor area for 

those finished before 1996 was 12 million sq. m. (Guangzhou Urban Planning 

Bureau, 2003). For instance, the villagers of Xikeng xiang built illegally 38 

residential buildings during 1992-1994 inside the area of Mount Baiyun, which 

is regarded as the ‘green lung’ of Gz city. The illegal structures consumed 0.53 

ha of land. These buildings were 2-6 stories each and had a total building area 

of 29601.85 sq. m. (Guangzhou Urban Planning Bureau, 2003). The 

‘pooled-capital properties’ interfered seriously with the market for commercial 

housing in Gz during the first part of the 1990s. 

The municipal government announced measures in August 1995 to treat the 

pooled-capital properties. Planning authorities at municipal and district levels 

were required to investigate and prosecute pool-capital properties. District 

planning authorities were responsible for filing information of found cases. The 

GzUPB was responsible for deciding schemes for treating those properties 

based on assessment of each case in terms of its impact on urban planning 

control. The municipal government promulgated the Resolution on treating 

pooled-capital properties in rural areas of the city (Guangyu chuli wushi nongcun 
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jizifang wneti de jueding) in May 1997, providing that pool-capital properties 

built before December 1996 should be tackled based on individual situation, 

whereas those developed after the line would be treated with severity. The 

GzUPB handled 206 cases of pooled-capital properties by 2000. Except for 23 

cases pending treatment, nearly a half of the pool-capital properties were 

tackled by that time. Buildings with a total building area of 49.708 thousand sq. 

m. were retained with permission, while those of a total building area of 11.045 

thousand sq. m. were decided to be demolished. For those retained cases, 

service facilities and infrastructures should be replenished so that they could 

reach the standard for residential use. There is no statistical figure though, 

only some of the ‘sentenced’ buildings were knowingly pulled down28, and most 

buildings that should be supplied with service facilities and infrastructures 

were not tackled by 200029. 

Land speculation 

Gz and the whole China experienced a real estate boom in the early 1990s. 

Land speculators earned money through transferring land use rights to others. 

They first obtained land use planning permits via private guanxi from the 

                                                        
28 This is based on the interviews with two staff members of the GzUPB. The 

interviews were conducted in June 2004. 

29 Ibid. 
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first-hand markets and then wait for or seek potential buyers or co-operators. 

This path of land speculation is called ‘name-adding/changing’, which means 

realising land speculation profit through the entry of new partner(s) for land 

development or change of the owner(s) of land use rights. Because there were 

no stipulations at that time to urge the owners of first-hand land use rights to 

pay land premium soon after obtaining development rights, many of the 

development companies were simply land speculators without sufficient capital 

to purchase land use rights and undertake real estate development. They 

survived by trading land use rights, depending on transfer earnings. This can 

be articulated in two ways. One is that they would avoid paying for the land use 

rights granted by the state until others had bought the land use rights from 

them. This can be done through applying for changing the name of land user in 

the land use planning permit. The other way is through co-operation with other 

investor(s) so as to lighten the capital burden. The land speculators could make 

money without really investing any money. They make use of the next buyer’s 

money to pay for the land premium they should have already paid in the 

primary land market. It was not the land price they made in a bid but the 

personal relationships that really helped them in obtaining the first-hand land 

use rights. Because of a lack of relevant legislation constraining land 

speculation activities at that time, there was no pressure that could be imposed 

on owners of the first-hand land use rights to pay land premium immediately. 
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During the process of seeking for a new buyer, many land parcels were left 

unused before the use rights were transferred to the next occupant/user. Even 

in cases that the first-hand landowners really commenced real estate 

development, they could also delay paying land premium to the state until the 

buildings were sold and the capital was reclaimed. In this way, they save a lot of 

money that should otherwise have been paid to the bank as the interest for 

loans that were normally borrowed at the very beginning of the development 

process in order to pay for the land price. Land speculation led to waste of land 

resource and turbulence of land market.  

Treatment of idle land 

For treatment of idle land, there were no guidelines for identification of idle land 

in the document of GzMG in 1992. There were stipulations in the old LMAPRC 

(1986) that four categories of land should be taken back by the government, 

including those 1) occupied by work units that no longer exist due to 

cancellation or merger; 2) left unused for more than two years; 3) developed in a 

way not in conformity with the permitted uses; and 4) occupied by abandoned 

intercity road, railway, airport and mining area.  

However, the term ‘idle land’ did not emerged in this early edition of LMAPRC, 

and there were no details for the time limit. Revised edition of the LMAPRC 

announced in 1998 imposes more constraints on the term of land use, among 

which there is the one-year constraint for the commencement of construction. 

Subsequent regulations at various levels continued to clarify some of the 

implicitness of the old ones. For instance, according to the Measures for 
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treatment of idle land announced by the State Land Resource Ministry in 1999, 

the term ‘idle land’ would be applicable to four categories of land, on which: 1) 

the construction is not commenced before the time limit as set by the land use 

documents, including the contract for disposal of land use rights or land use 

permit that indicate the grant of state-owned land use rights to land users. The 

documents would normally stipulate the time limit for actual building activities 

on the land plot; or 2) construction is not begun within 1 year after the effective 

date of the contract for disposal of land use rights or land use permit which 

bear no time limit for the commencement of the practical construction; or 3) 

construction has been terminated for 1 year, and areas having been completed 

is less than 1/3 of the total development areas, or the amount capital having 

been injected in the development is less than 25% of the total amount of 

investment; or 4) there are other situations specified by laws and 

administrative regulations. Principles for identifying idle land are almost the 

same. However, the detailed time limits might have changed over time, or there 

are discrepancies between stipulations of various regulations at the national or 

local levels. At the governance level, the officers could either take into account 

all of the concerned provisions, or disregard those with ‘a distance’ from 

implementation measures.  

After the state realised the existence of secret land markets, amendments were 

introduced by legislation relating to land markets. Among these new 

stipulations one is that construction land parcels left idle for more than 2 years 

since their use rights were granted will be resumed by the state. The Office for 

Resumption of Idle Land in Gz (ORILGz) was established in 1997 under the 
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leadership of the Steering Group for the same issue. Since its foundation the 

ORILGz has taken back in 12 groups a total of 463 land parcels whose areas 

added up to 10.70 million sq. m. by 2000. The most notable achievement 

during this period was the land resumption decision made by the meeting of the 

Steering Group on 5 Sep 2000 which involved 161 land plots with the total area 

of 4.25 million sq. m. (Editorial Committee of Guangzhou Yearbook, 2001). 

Protection of farmland 

In order to enhance the protection of farmland, the Central Party Committee 

and the State Council emphasised the strictness of management over 

consideration for construction land on 15 April 1997 by issuing the 

Announcement on further enhancing land management and arable land 

protection. It was stipulated that land conversion from agricultural to urban 

uses should be frozen immediately for a year. For those projects that had been 

listed in the annual plans for fixed assets, and those should occupy arable land 

without other options, the applications should be submitted to the municipal, 

the provincial and then the central government for consideration. The 

announcement required that government at various levels should formulate 

and implement annual land use plans that include such indices as ‘arable land 

conservation’, ‘land expropriation for construction’, ‘granting of land use rights’, 

‘arable land rehabilitation’, etc. (Guangzhou Chinese Communist Party 

Committee and Municipal Government, 1997). It also stressed the need to 

control the area of urban construction land, enhancing management over 

collective-owned land in rural areas and land revenues, as well as the 

importance of supervising land use activities.  
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In response to the policies, the Municipal Party Committee and Municipal 

Government issued a local edition of this announcement (Guangzhou Chinese 

Communist Party Committee and Municipal Government, 1997) in August of 

the same year. In the light of local situation, the municipality decided to 

increase investment in agricultural land rehabilitation so as to ensure the 

annual goal of land rehabilitation. The municipal government would stop the 

supply of agricultural land for construction uses. As for construction on 

non-agricultural land, the government would not grant land for piecemeal 

development. Land use rights would be granted to users via public tender or 

auction. No land would be supplied for projects not taken into account in the 

annual land use plans of the city. Except those projects entitled to piecemeal 

land disposal specified by the Guangzhou urban planning ordinance, ‘five 

unifications’ is the only way for normal construction projects to obtain land.  

The announcement also required districts and county-level cities to clear up 

construction land that was disposed of between 1 January 1991 and 15 April 

1997 (i.e. the date of the announcement). The municipal government required 

that the movement should, in accordance with the specific situation of Gz, 

place emphasis on two sorts of land: 1) construction land in rural areas, 

including those for enterprises owned by towns or villages, and land for the 

development of towns and villages and for rural residential use; 2) transactions 

over land use rights, including land conveyance, tenure and mortgage, etc. 

Land with problems revealed should be resumed by the government. Absent 

formalities would be filed for problem land constructed or allocated without 

following all the required procedures. Land premium or fees or penalty would 

be urged to pay. The deadline for the construction land clear-up action was set 

in September 1997 when districts and county-level cities should submit reports 
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of actions taken to the municipal government.  

4.8 Summary 

This chapter overlooks the change of the institutional arrangements concerning 

land conversion in Gz. The evolution of the constitutional level has led to 

distinguished development outcomes during the process. This is especially 

evidenced by the dramatic expansion of the built-up area of the city during the 

mid-1990s as a result of the emerging unregulated real estate market in the 

early 1990s. Also, government planned development for some large site such as 

the Pearl River New Town and the Guangzhou Science Park contributed greatly 

to expansion of the built-up area of the city. 

However, land conversion under the transition economy is extremely dynamic 

process, and the picture is not uniformed everywhere of the city. Thus the 

following chapter will select the land conversion in some specific sites of China 

as cases for further insights.  
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Chapter 5  Case Studies 

5.1 Introduction 

The city of Gz is the capital of Gd province and the economic centre of south 

China. It is situated in the centre of the PRD, a region that has experienced 

powerful market force and the fastest development in the last two decades 

since the introduction of the open policy and economic reform in China. Gz 

serves as a good example of cities under comparatively fully developed 

transition economy in China. 

Urban construction in Gz was undertaken in accordance with the planned 

economy mechanism for land allocation prior to economic reform. 

Administrative allocation was adopted in which land was allocated to land 

users without time limit and price. Land was not transacted as a commodity. 

Following the transition from a planned economy to a market economy, the 

reform of land administration in Gz was commenced in 1984. This 

introduced the concept of paid utilisation of land within a certain period of 

time into land allocation practices. The role of administrative allocation in 

land disposal is diminishing, giving rise to methods including negotiation, 

tender and auction that enable the realisation of land value.  

Then, what are the new situations under the transition? In a market 
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environment, the practical implementation of development reflects situations 

at the operational level. This chapter adopts an institutional approach to 

illustrate the impact of the new changes on urban land use policy in China, 

using two cases of development in Gz. Among the cases investigated, one is 

about the development of a planned new city centre; the other is on the 

development of the industrial park. It aims to illustrate the interactions 

between different levels of the institutions concerning urban land conversion 

under the economic transition.  
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5.2 Facts about the studied region 

In 2000, the GDP of Gz was RMB237.591 billion with a growth rate of 

13.35% compared to 1999. The per capita GDP of 2000 was RMB34.3 

thousand (which equals to more than US$ 4000), comparable to the standard 

of average developed countries. The industrial structure for the same year 

saw a proportion of 3.97:43.44:52.59 between the primary, secondary and 

tertiary industries. The capital investment of the same year was RMB 92.367 

billion (Editorial Committee of Guangzhou Yearbook, 2001).  

The city of Gz accommodated an officially recorded population of 7,006,896 

by 2000 (Editorial Committee of Guangzhou Yearbook, 2001). The territory of 

Gz city covers an area of 7434.4 sq. km. It includes eight districts in the city 

proper and four county-level cities (upgraded from counties during 1992 and 

1993) supervised by the city before 2000. The total area of the city proper 

was 1443.9 sq. km. The two former county-level cities, i.e. Panyu and Huadu 

merged into the city proper to become two districts in July 2000. So Gz has 

currently ten districts and two county-level cities (Figure 5. 1). The area of 

the city proper is now 3718.8 sq. km. (Guangzhou Urban Development 

Archives, 2000).  
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Figure 5. 1 The territory of Guangzhou 

 

Source: Author. 
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5.3 Case 1: Pearl River New Town (PRNT) 

Introduction 

This case illustrates interactions between the mentioned three levels of 

institutions under the transition economy of China. It regards how new 

policy guidance from the constitutional level were implemented at the 

operation level under the economic transition.  

The municipal government of Gz resolved to build a new city centre, namely 

the PRNT for the city in the early 1990s. The old plan for the PRNT was found 

to be more or less unsuitable to fit in the development situation of the whole 

city. The municipal government carried out review of the plan in 1999, 

attempting to make the plan scheme more acceptable under the new 

circumstance. This case study will review the planning history or process of 

the PRNT. Major differences between the several rounds of planning for the 

PRNT will be discussed. The case study pays much attention to the 

responses of various parties to the PRNT development, in particular 

government agencies at the governance level, and villages and developers at 

the operational level.  

For story at the developers’ side, business experiences of a real estate 
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developer from Hong Kong in Gz is provided in this case to serve as evidences 

of what happened at the operation level. The site of this specific development 

project is not located in the PRNT. However, the two sites are very close to 

each other and are all inside the Tianhe District, a newly developed district in 

Gz. The story tends to be an evidence of the implicit ‘rules of the game’ for 

urban land use that has created high degree of uncertainties and thus 

transaction costs for developers at the operational level.  

The case illustrates that the governance level and even the constitutional 

level are also changing themselves to adapt to new situations of the economic 

transition. Factors at the operational level are becoming increasingly 

important in policy making.  

Background of the site for PRNT 

The site of PRNT was located at the original buffer area between the central 

and eastern built-up areas of the city (Figure 5. 2). According to official 

document issued by the GzUPB, the precise boundary for the site (that would 

be named PRNT later) was decided in 1992 (Guangzhou Land Resources and 

Housing Management Bureau, 1992). 
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Figure 5. 2 Location of the Pearl River New Town 

 

 

 

Source: Author, Guangzhou Urban Planning Bureau. 



 216

 

Figure 5. 3 Surroundings of the Pearl River New Town 

 

 

Source: Author, Guangzhou Urban Planning Bureau. 



 217

The site involves eight villages, factories, shops, cultural facilities and sewage 

treatment works. Before the development of PRNT, there were more than 20 

state-owned and town-owned factories and units situated in the site. Land 

was occupied for manufacturing industries, retail shops, a racecourse and a 

school for the disabled. According to a survey conducted by GzLDC, nearly a 

half of the area of the site was occupied by non-agricultural uses (Table 5. 1). 

 

Table 5. 1 Existing uses of land to be acquired for the Pearl River New Town 

development 

 

Land statues  Area (hectare) Percentage (%) 

Agricultural use 333.87 55.7 

Rural residential (village) use 76.77 12.9 

Town-owned or village-owned enterprises 86.67 14.4 

State-owned work units 68.93 11.5 

Road 1.13 0.2 

Streams 8.27 1.4 

Others 23.53 3.9 

Total 599.17 100 

Source: Compiled by author according to information provided by GzLDC. 
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There lived 26,000 residents in the site. The agricultural population was 

13,500 then. The total income of agriculture and industry in 1991 was 267.8 

million yuan. The annual per capita income of the villagers was 7,251 yuan. 

Among labours with agricultural households, 76.5% of them were involved in 

agriculture careers, whereas the remaining people were involved in 

manufacturing and tertiary industries (Guangzhou Land Resources and 

Housing Management Bureau, 2002). Because large areas of land in the site 

were taken by the state for construction uses before the development of the 

PRNT, and the majority of land compensation has been invested in 

developing collective-owned enterprises, the region saw fast economic 

development in the past decade. The economic structure of the region has 

changed from simply agriculture to multiple industries including 

manufacturing industries, commerce and trade. However, economic 

development was not distributed evenly in the whole area. Some villages were 

economically weak. For instance, two villages of Yangji and Siyou have more 

than 90% of their income from the manufacturing industries and commerce, 

whereas Liede, of which less land was acquired by the state in the past, 

obtained 42% of their total income from agriculture.  

Planning process of PRNT 

Central Gz lies to the south of Mount Baiyun and the north of the Pearl River. 



 219

After the introduction of economic reform and open policy in 1978, Gz was 

developing fast and there was the need to increase land supply to 

accommodate the development of Gz as a central city of PRD and south 

China. However, it is costly to implement urban renewal in large scale in the 

inner city.  

Tianhe is one of the eight districts in the city proper of Gz, lying to the east of 

the inner city before the late 1980s. It was occupied mainly by agricultural 

uses originally. In the 1980s, Gz was chosen as the venue for the 6th National 

Games to be held in 1988. Tianhe was selected as the site for building new 

sports facilities for the National Games. The 14th urban master plan for Gz, 

which was promulgated by the State Council in 1984, decided large-scale 

new development in Tianhe district..  

In 1992, the Gz municipal government raised the goals of catching up the 

‘four Asian small dragons’ (Singapore, Taiwan, Hong Kong and South Korea) 

and turning the city into a modernised metropolis in 15 years following the 

speech of Mr. Deng Xiaoping in his tour to the south China (see Chapter 3 

and 4) (Gao, 1993). To accomplish the purpose, it was also argued that one of 

the key issues was to accelerate the development of tertiary industries (Li, 

1993). All these indicated opportunity for great development of Gz.  
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There were only four bridges linking the north and south sides of the city by 

the early 1990s. Because of the thresholds imposed by landform, the city has 

naturally the tendency to develop eastward. When the Tianhe district was 

developing after the national game, the city expanded eastward rapidly. In 

the process, business activities was gradually gathering in several areas. 

Office buildings assembled in clusters in the Dongshan district and the new 

city centre, i.e. the Tianhe district. Some distributed along streets in the 

inner city.  

The 15th urban master plan scheme1 submitted to the State Council for 

approval in 1993 gave a long-term vision of the city during 1991-2010. In the 

scheme the concept of building the PRNT became concrete. According to the 

scheme, the city should develop in three clusters, which are the central, the 

north and the east cluster. For the central cluster two centres of city-level 

were planned, which are the inner city centre and Tianhe. There was also a 

plan for two sub-centres to the east and north wing of the city (Figure 5. 4). 

                                                        
1 The scheme was revised for several times and is not yet approved by the State 

council and promulgated formally until now. However, it has become an 

important reference in the routine works of the government department 

especially the planning authority (Guangzhou Urban Planning Bureau, 1998). It 

was said that its long formulation process was caused by the considerations of 

the merging of two former county-level cities into the city in future. The two 

county-level cities are Panyu and Huadu, located to the south and north of 

central Gz respectively.  
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The PRNT was situated in the geographic centre of the three clusters. It is the 

sole continuous area in the centre of the city that was reserved for large scale 

of development.  

Figure 5. 4 The 15th Master Plan for Guangzhou 

 
 

 

Source: Author, Guangzhou Urban Planning Bureau. 
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A further consideration contributing to the decision of developing PRNT 

originated from the experience of Hong Kong, i.e. a land premium can be 

good financial source for supporting government construction projects. As 

the vice-mayor of Gz addressed at a meeting on the topic of land use reform 

in Gz, 

“A reliable source of funding for some large construction projects such as the 

metro/subway is the land premium collected through land use reform, 

especially the revenues from land sale for PRNT. We should collect 8 million 

yuan to support the construction of the metro/subway through the land 

disposal of PRNT” (Chen, 1995: p.17) (Author’s translation. Original text in 

Chinese.). 

It was anticipated that the revenue arising from land sale for PRNT 

development would reach 10 billion yuan (Guangzhou Urban Planning, 

Design and Survey Research Institute, 2002). 

Almost at the same time as the formulation of the 15th master plan scheme, a 

specific development control plan for the PRNT (Plan1993) was formulated in 

1993 (Editorial Committee of Urban Planning History, 1995; Guangzhou 

Urban Planning, Design and Survey Research Institute, 2002). The site lies 

on the north side of the Pearl River and is surrounded by three other roads. 
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To the east and north of the site two expressways were planned. To the south 

and west, two major roads of the city will be built. The No. 3 line of mass 

transit was also planned to pass the PRNT in the future (Figure 5. 5). The 

distance between the site and the airport is 13 km. 

Figure 5. 5 Transport facilities for the site of Pearl River New Town 

 

Source: Author, Guangzhou Urban Planning Bureau. 
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According to Plan1993 the site would be built into a new city centre mainly 

for commercial and business uses, just like a mature central business 

district (CBD) of developed countries. It would also accommodate recreational, 

cultural and administrative activities as wall as foreign affairs. According to 

the scheme, the gross site area is 6.6 sq. km. The gross floor area to be built 

was estimated to be 1.3 million sq. m. The anticipated population upon full 

development is 170-180 thousands. It is estimated to be able to provide 

300-400 thousand employment vacancies (Guangzhou Urban Planning, 

Design and Survey Research Institute, 2002). According to the plan, the site 

was divided into 402 land parcels, among which 123 pieces of land covering 

a total area of 456 ha were reserved for the existing villages. Land reserved 

for public facilities such as the opera house, museum and library covers an 

area of 556 ha. 180 land parcels of 780 ha in all were available to be sold for 

development, among which approximately 30 percent of land was planned for 

residential and commercial complexes whereas 70 percent was for business 

and office buildings (Guangzhou Urban Planning, Design and Survey 

Research Institute, 2002). 

Based on existing real estate development situations in Gz, the municipal 

government had some specific ideas for the planning and development of 

PRNT. First, the existing three natural villages in the site should be retained. 
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The plan reserved 80.3 hectares of land for the villages involved. Secondly, 

maintaining the site reserved for the planned sewage treatment works. 

Thirdly, the government would adopt the principles of ‘five unifications’ (see 

Chapter 4) for the overall development of the PRNT. Finally, land parcels in 

the site would be allocated through tender or auction. 

Plan1993 contains a progress plan for the practical construction of PRNT 

(Table 5. 2).  According to it, developers were anticipated to begin to build 

the extra-high office buildings, hotels and residential districts in 1993. 

Construction for the area of financial activities would be undertaken during 

1995-1998.  
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Table 5. 2 Progress plan for the Pearl River New Town development 

 
Time 

period 
     Planned tasks 

     Municipality                         Developers 
1993 General preparations;  

Improvement of infrastructure supporting 
the financial and residential districts, etc; 

Construction of the planned central 
boulevard perpendicular to the Pearl River. 

Commencing the construction 
of extra-high buildings, hotels 
and residential districts. 

1995-1998 Relocating existing residents at the site for 
the planned convention and exhibition 
centre;  

Building infrastructure for the convention 
and exhibition centre; 

Completing the boulevard and extension of 
some roads. 

Continuing the construction 
of residential districts; 

Commencing the development 
of the whole financial 
districts. 

 

1996-1998 Constructing green belts along the riverside; 

Starting to build the golf course; 

Commencing developing the district for 
business & trade. 

Beginning to construct the 
convention and exhibition 
centre and the retail shops; 

Commencing the construction 
of the marketplace of Liede 
Cun (the biggest village 
planned to be reserved); 

Completing the extra-high 
buildings. 

1996 Constructing the East Tiyu Road. Continuing the construction 
of residential district and 
business & trade district. 

1997 Completing green belts along the riverside. Completing the marketplace 
of Liede Cun. 

1998 Completing the golf course.  

1997-2000 Constructing the district for office, cultural 
and recreational uses. 

Continuing the construction 
of residential district and 
business & trade district. 

 

Source: Guangzhou Urban Planning Bureau (1993)(Original text in Chinese. 

Translated by author.). 
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In 1999, the municipal government launched a planning project to review the 

PRNT Plan1993. It adopted the following principles: 1) Entailing the concept 

of the old plan (Plan1993) with adjustment aiming to better facilitate the 

routine planning management. 2) Attempting to balance the benefits from 

existing development and management practices following the previous plan. 

It would coordinate the development policies at the municipal and district 

level. The new plan would maintain land use patterns for projects that have 

obtained endorsement for architectural design. 3) Trying to supply a better 

public utility system for the site. The review lasted for more than two years 

and formed the final report entitled GCBD21-Review of Pearl River New Town 

Plan: Research Report (Review of PRNT Plan).  

The Review of PRNT Plan established the goal of building PRNT into a central 

business centre of Gz in the 21st century through analysing two contradictive 

viewpoints (Table 5. 3) arising from discussions on the deficient experience of 

PRNT development (See later paragraphs) in past years.  
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Table 5. 3 Two contradictive propositions for future development of the Pearl River New Town  

  

 
Propositions Remarks by planners for the Review of PRNT Plan 

1 The difficulties that PRNT development is facing will 
not last long. There would be another great leap 
forward as that in the early 1990s. Though the time 
duration for implementing the old plan would be 
prolonged, the planned goal would finally be achieved. 

This will encourage the dispersion of business 
facilities and consume the market demand 
that is needed to support the development of a 
CBD. The construction of PRNT would be 
delayed. 

2 The old plan (Plan1993) should be totally changed. 
Land for business uses should be converted into 
residential or retail use to meet the market demand. 
The PRNT should be constructed into a region of 
average importance to the city. In this way, the 
municipal government could take back the investment 
in PRNT soon. 

It has paid much attention to short-term 
benefit. If we give up the goal of constructing a 
new CBD, we would loss a good opportunity to 
develop Gz into an international city. 

Source: Compiled by author based on communication with planners from the Guangzhou Urban Planning, Design and Survey 

Research Institute in Feb 2002. 



 229

The Review of PRNT Plan suggested the following issues as amendments to 

the Plan1993: 

1) To improve the landscape of the central axis of PRNT by replacing the 

planned 128-metre-wide boulevard with green open spaces of various sizes 

(with the width ranging from 80 to 230 metres). The axis would comprise a 

series of squares. The area for squares and greenbelts should be increased.  

2) Land plots designated by the old plan are generally small due to the 

limited capacity of developers at that time, which led to small size of the 

public spaces arranged by the Plan1993. As time passing, these situations 

have been changing. The development sector absorbed the surplus and 

increased the capacity to undertake large-scale development projects. The 

plan should be revised to provide bigger land plot and facilitate Planned 

Unit Development2.  

                                                        
2 Planned Unit Development (usually abbreviated to PUD) is a zoning 

designation to enable “property developed at the same or slightly higher overall 

density than conventional development, sometimes with improvements 

clustered between open, common areas. Uses may be residential, commercial 

or industrial” (John Laing Homes Corporate, 2004: electronic source, no 

pagination) , or ”planned combination of diverse land uses, such as housing, 

recreation and shopping, in one contained development or subdivision” (BHIF 

Relocation Group, 2004: electronic source, no pagination). 
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3) To building more public facilities in the PRNT, including opera house, 

history museum, library and children’s palace of the city. The planned area 

for education use increased from 19.6 ha to 32 ha. Nine (9) more infant 

schools and a primary school were planned. 

4) Diversify the styles of planned streets, which include traffic roads and 

pedestrian streets with overhead terraces on both sides.  

5) Building a system of landmarks. The architectural deign schemes for all 

these important buildings should be decided through design competitions. 

6) Building a three-dimensional pedestrian system was planned. 

An exhibition for the new plan scheme was especially held between 18-28 

August 2000 to receive suggestions from the public (Guangzhou Urban 

Planning, Design and Survey Research Institute, 2002). The new scheme 

then incorporated findings from investigation conducted for the review. The 

Review of PRNT Plan was promulgated in 2003. It suggested that PRNT 

should be built into an important section of the CBD of the city in the 21st 

century. It should include such functions of the highest level in the city as 

commercial, financial, recreational and cultural, administrative and 

foreign-affair activities. It would also supply certain amount of land to 

build public facilities.  
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The Review of PRNT Plan also raised the following suggestions for planning 

implementation:  

1) To pay much more attention to the construction of infrastructure and 

public facility as soon as possible. This would optimise the development 

circumstance of the site.  

2) To form a supportive system for the planned new city centre by 

accelerating the construction of important cultural facilities such as 

squares, the opera house and the museum. 

3) To try to attract more investment by adopt vigorous measures to import 

headquarters of international joint venture as well as projects in such 

fields as finance, information, service and commercial and trade. 
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Figure 5. 6 Planning process of the Pearl River New Town 
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Source: Author 
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Implementation of the PRNT development 

Land expropriation for PRNT, commenced in 1992 and completed in 19943, 

was undertaken in a unified way by the GzLDC, which represents the 

municipal government in land expropriation. 

A headquarter was established in 1995 to oversee the development and 

construction of PRNT. Supervised by the mayor (General Conductor for the 

development of PRNT) of the municipality, the headquarter members 

include representatives from the GzMCC, GzUPB, GzLRHMB, Gz City 

Construction & Development General Corporation4 (GzCCDHL) and Tianhe 

                                                        
3 This is the date officially accepted as shown in the Guangzhou Yearbook 

(Editorial Committee of Guangzhou Yearbook, 1995: p.152). We can confer it 

refers to the completion of preliminary land expropriation (to be explained later) 

which, though does not represent the completion of land expropriation, had 

made all the area of land under the government’s control through the 

preliminary land expropriation agreement for future development. 

4 The Guangzhou City Construction & Development Holdings Ltd (also 

abbreviated to ‘City Construction Group’) is the first real estate enterprise in 

Guangzhou. In 1979, according to the definite requirements of solving the 

people's housing problem put forward by the Central Committee of the CPC 

and the State Council, Guangzhou City Construction Department and its 

Divisional Housing Construction Offices were founded under the leadership of 

the Guangzhou Municipal Part Committee and Guangzhou Municipal 

Government. It is claimed to be born in the tide of reform and competes to be 

the first in the policy of opening up. In order to change the old construction 

mode and speed up new city construction, the Department was transformed 

into a corporation, namely the GzCCDHL in 1983. The corporation has been 

playing an important role in large projects (such as the development of the 
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District Government, etc. 

The government adopted the principle of ‘unified planning, unified land 

expropriation, unified development, unified land sale and unified 

management’ in the development of PRNT. It is a reformed way of land 

development in the city. With the principle of ‘five unifications’, GzLDC 

represents the government to oversee the implementation of PRNT 

development. GzLDC took care of land expropriation, land formation, 

infrastructure supply and land sale issues for the development of PRNT. 

The land expropriation was further divided into ‘preliminary land 

expropriation’ and ‘practical land expropriation’ stages, between which 

land was supplied with infrastructure and land tender or auction were 

organised to decide the actual land user. Land parcels ready for building 

                                                                                                                                                      
Ersha island and the Tianhe District) planned by the municipality until 

nowadays as evident by its accession to the development headquarter of PRNT. 

As a state-owned enterprise born before the real estate industry developed in 

Gz, it represented the municipal government to implement municipally 

planned development tasks under the guidelines of unified planning, 

comprehensive development and rational distribution. Since its foundation the 

corporation has been advancing in the process of city housing construction 

from fund-raising to merchandising. As a business pioneer of real estate 

development in Gz, the company had developed a total area of more than 6.3 

million sq. m. of land and provided over 4.5 million sq. m. of high quality 

residential, commercial and retail space by the end of 2001 (Guangzhou City 

Construction & Development Group Ltd., 2002).  
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would be sold through ‘unified land sale’ (in the form of public tender or 

auction) and under unified management.  

As a renovated way of land expropriation, preliminary land expropriation 

(see Chapter 4) was carried out in Gz with the PRNT development as the 

first case for the practice5. According to a leader of GzLRHMB at that time, 

a major purpose of the municipal government to introduce preliminary 

land expropriation policy in PRNT development was to improve the working 

efficiency and development progress. With preliminary land expropriation, 

the government need not wait to building the infrastructure until all areas 

of land are in hand (with ownership) . Another point of doing this was that, 

with a large area of land under control via preliminary land expropriation, 

the government would be able to allocate land according to plans and 

based on market situations so as to adjust the real estate market (Real 

Estate in the South, 1993).  

A leading group for the preliminary land expropriation was established in 

1992. The leader of the District Government of Tianhe (where the PRNT site 

is located) took the leading post of the group. The member of the group 

                                                        
5 The Gz municipal government also decided to commence in the same year 

the preliminary land expropriation for other three pieces of land (two to the 

west and one to the east of the city), which added up to approximately 14 sq. 

km. (Real Estate in the South, 1993).  
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consisted of leaders from the following units as members: the towns 

concerned under the Tianhe District, the GzLRHMB, the GzUPB and the 

GzLDC. According to the Implementation Scheme of Preliminary Land 

Expropriation of Sites Reserved by Plan Located to the East of Guangzhou 

Avenue (Guangzhou Land Resources and Housing Management Bureau, 

1992), a meeting of cadres from the Tianhe district, towns and villages 

concerned was held in September 1992 to reach a common understanding 

of the land expropriation scheme and assign the tasks. The fund needed by 

preliminary land expropriation for PRNT was estimated to be RMB70 

million in 1992 (Han, 1992). As for what paid in advance for land 

expropriation, it would be supplied by three sources: 20 million yuan from 

the municipal fiscal allocation, 40-60 million yuan loaned from the 

Construction Bank and 10 million yuan from revenues of land sale for 

PRNT. The GzLRHMB authorised the GzLDC as the representative of the 

municipal government to sign an agreement in terms of contracting the 

preliminary land expropriation tasks with the Tianhe District Land 

Resource and Housing Management Bureau (TDRHMB), which represents 

the Tianhe District Government for real estate management affairs insides 

the District. TDRHMB would then sub-contract the tasks to towns and 

administrative streets involved, under which there were villages whose land 

would be acquired by the state for the development of PRNT.  
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Figure 5. 7 Administrative structure of Guangzhou Municipal Government 

in 20026 

 
 
 
 
 

 

 

 

 

 

  

 

 

 

 

 

  
 

 

 

 

Source: Author. 

                                                        
6 (1) Panyu and Huadu were merged into Gz city in 2000. They were formerly 

county-level cities of Gz, which consisted of eight districts before then. (2) 

Except those under Baiyun District, towns under districts were cancelled and 

restructured into administrative streets in 2002. (3) Committees of urban 

residents and villagers are not governmental organisations. ‘Committee of 

villagers’ is usually briefly called ‘village’. 

 

Conghua City  

Zengcheng City 
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Administrative streets are branch offices of the municipal government in 

urban areas whereas towns are government branch in rural areas. Villages 

are subject to administrative streets or towns (Figure 5. 7). Some villages 

under the administration of streets and surrounded by urban areas are 

also called ‘in-town villages’. The existence of in-town villages is a typical 

phenomenon in some big cities in China.  In-town villages has brought 

about a lot of problems in urban management and development, which 

typically include the difficulties in land expropriation because of high land 

compensation requested by the existing occupants for location advantage 

of the land. The site of PRNT consisted of the areas of in-town villages, and 

thus resulted in higher compensation for land conversion from rural 

(collectively-owned) to urban (state-owned).  

Land users of the PRNT project as focused development project of the 

municipal government could follow advantaged land expropriation 

procedure that was specially listed out in the Instruction of services of 

GzLDC (updated in January 2001), which is: 

”1) Submit the land use application to the GzLRHMB with specifications of 

the anticipated plot area, building area, land use statue and location of the 

plot. 

2) Approach the (Gz)LDC about relevant information and arrange for site 
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investigation. 

3) Submit to the (Gz)LDC the following documents of the land user: real 

estate development qualification, business license, certificate of legal 

representative of the company, etc. 

4) Go through land lease endorsement formalities7. 

5) Sign the contract for disposal of land use rights. 

6) Pay the initial land price (20% of the total amount). The remaining 

should be paid in stages. The land price is 2800 yuan per floor area, which 

has included the land expropriation compensation, costs of land leveling 

and infrastructure connection (ba tong yi ping) and land premium. 

7) Get the contract for disposal of land use rights from the (Gz)LDC. 

8) (Gz)LDC would issue letters to GzUPB and GzLRHMB for issurance of 

the land use planning permit and land use permit. 

9) (GZ)LDC would provide water and electric power connection to enable 

the building activities on the site. 

Note: Programmes 1-4 are applicable to land for office building(s). Land for 

commercial housing should be obtained through tender or auction.” 

                                                        
7 The formalities in this stage refer to seeking for approvals from the municipal 

government and the provincial land resource management authority in terms 

of land conversion quota from agricultural to construction uses. 
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(Guangzhou Municipal Land Expropriation Office and Guangzhou Land 

Development Centre, 2001: p.23) (Author’s translation. Original text in 

Chinese.) 

The GzLDC commenced preliminary land expropriation for the development 

of PRNT in 1992, which involved an area of approximately 5.8 sq. km. 

Seven villages had really handed over their land of a total area of 385.79 ha 

by 2000 (Guangzhou Land Development Centre, 2002). 

As the land expropriation for PRNT proceeded, some problems in the 

preliminary land expropriation were found, which can be summarised into 

four categories: 1) the standard of land compensation: The villages asked 

for 200,000 yuan for each mu8 (or approximately 300 yuan per sq. m.) of 

land; From the towns’ point of view, the standard of 170,000 yuan per mu 

(or 255 yuan per sq. m.) was suitable. 2) The standard of ‘land for 

economic development9’ reserved by the villages. The villages asked for 20% 

                                                        
8 ‘Mu’ is a traditional Chinese area unit often used in measuring rural land. 1 

mu equals to 666.67 sq. m., or in other words, 1 hectare equals to 15 mu. 

9 ‘Land for economic development’ is land reserved for villages in land 

expropriation. It is sort of unwritten policy introduce with some flexibility. 

Because the land can be used for secondary and tertiary industries, especially 

some for real estate development (given it is endorsed by the planning 

authority), it is always attractive to the villagers. At the same time, some 

preferential policies would be introduced for their economic development. The 

peasants could be waived or enjoy deduction of some taxes. They could use the 

reserved land for real estate development with other investors and become 
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while the towns think 15% was appropriate. 3) The reconstruction of 

buildings to be demolished: The towns and the villages anticipate in situ 

redevelopment for existing town-owned or village-owned factories, or 

rebuilding the factories inside the areas acquired by the state. For 

residential buildings, the peasants want to have single house instead of 

apartment for each household. 4) The Tianhe District, towns, 

administrative streets and villages concerned all intended to maintain some 

of their projects already decided by the old plan in the site and obtain the 

development rights there.  

For above-mentioned problems, GzLRHMB suggested some measures. First, 

the government should pay the peasants 10% of the total land 

compensation at preliminary land expropriation stage. The towns could 

reserve 8% of the total area of land to be acquired by PRNT inside the site 

for economic development. The municipal government should do their best 

to enable the reconstruction of the existing residential buildings of the 

peasants inside the site. For factories need to be moved, the planning 

authority should select new sites for them. As for the planned projects in 

the site, the municipal government would have overall arrangements for 

them (Guangzhou Land Resources and Housing Management Bureau, 

                                                                                                                                                      
stakeholders by treating the land use rights as their investment in the projects. 
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1992).  

It is policy introduced specially for the PRNT development 10  that the 

villages could use the reserved land to co-operate with domestic or foreign 

investors in real estate development. To do so, the village Economic 

Development Company11 could first obtain the land use planning permit 

for the site. The GzLRHMB would check the qualification of the partner(s) 

of the village economic development company for real estate development 

project on the specific site. Then, the GzLRHMB would sign the land 

disposal contract with the village economic development company. With 

the contract the planning bureau would issue a document of endorsement 

regarding the adding the village’s business partner’s name to the previous 

land use planning permit. Finally, the GzLRHMB would issue the land use 

permit in the name of both the village economic development company and 

                                                        
10 According to document of the municipal government, the land use policies 

relating to PRNT is only eligible for PRNT. To maintain the seriousness and 

successiveness of the government’s policies, the land reservation for villages in 

the site of PRNT will be treated case by case (General Office of Guangzhou 

Municipal Government, 1999). 

11 Village is not an economic organisation for doing business. Each village has 

its own Economic Development Company to represent the villager’s committee 

(or ‘village’ in abbreviation) in overseeing the development of secondary or 

tertiary industries of the village. Thus it is the name of the ‘village economic 

development company’ instead of ‘village’ that would appear on the land use 

permit.  
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its business partner. With this procedure the partner is also legally 

regarded as the owner of the land use rights and thus has the right to 

develop the land.  

Land sale for PRNT 

At the end of 1993, public tender was held to sell four land parcels of the 

PRNT at the base price of RMB3,200 per sq. m. of floor area (unit price12). 

As a result, three were sold at the unit price of RMB 3,498 averagely. After 

that, in order to ensure the funding for construction of the metro/subway, 

the Standing Committee of GzMG decided through a meeting that land 

parcels of the PRNT should not be sold at unit price lower than RMB3, 500. 

The exceptions are a small amount of land parcels to be built into offices 

for administrative or quasi-government agencies. These could be sold at 

the unit price of RMB3,200 (Guangzhou Land Development Centre, 1996). 

However, beginning from the end of 1996, the unit price decreased to 

RMB2,800.  

By 1999, 95% of the land formerly owned by the villages was acquired by 

the state. A hundred of land plots have been sold by 2000, on which 

buildings of a total floor area of 5 million sq. m. could be constructed 

                                                        
12 Unless specified, the ‘unit price’ refers to the price for per sq. m. of floor 

area. 
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(Guangzhou Land Development Centre, 2002). The land sale also yielded 

some fiscal revenues (Table 5. 4).  

 

Table 5. 4 Land revenue from the Pearl River New Town by the end of 1999 

 
 Time period Amount (million yuan) 

Total land premium 1993-1999 9,866.60 

Land revenue 1993-1996 632.40 

Land revenue 1997-1999 2,305.04 

Source: Compiled by author (Guangzhou Land Resources and Housing 

Management Bureau, 2002). 

However, many land users were in arrears with the land premium. By 1 

January 2000, fifty pieces of land (not including those reserved for the 

villages, towns and Tianhe District) were sold, of which only the payment 

for 12 pieces was collected.  It was for the following reasons: 1) the 

micro-adjustment policies having been introduced since 1993 made it 

difficult for development enterprises to collect and circulate funds; 2) the 

price of residential and office buildings decreased all along during that 

period. Many developers stopped or suspended their developer projects and 

thus were behind in land premium payment; 3) developers entering PRNT 

before 1996 paid a land unit price of RMB3500-3200. However, the price 

was adjusted to RMB2800 in 1996. Thus, some developers took a 
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wait-and-see attitude before they will really pay for the land. 4) There were 

no mechanisms that could keep the developer within the bound to pay the 

land premium in time (Guangzhou Land Resources and Housing 

Management Bureau, 2002). Further statistics by the GzLDC showed 

quicker land sale progress in 2000 (Table 5. 5). 

 
Table 5. 5 Land sale for the Pearl River New Town by the end of 2000 

 
Number of land sale contracts 163 

Area of land (sq. m.) 129,512.78 

Planned building area of land (sq. m.) 6,069,415.32 

Land premium due (yuan) 9,945,201,175.00 

Practical land revenue (yuan) 3,705,068,287.43 

Source: Guangzhou Land Development Centre (2001). 

Practical progress of the PRNT development 

As we can see today, some piecemeal developments took place in the PRNT. 

The completed building mainly distributed at the western and riverside 

areas of the site. They were developed by enterprises obtaining land in the 

earlier stage (Tang, 2003). The land parcels had priorities in terms of 

location. Those along the western side have the convenience of facilities 

provided by another residential district on the opposite side of the street 

located at the western end of the PRNT. Those along the riverside enjoy 
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beautiful view of waterfront. 

There was a real estate boom in the whole country during 1993-1994. 

Many land parcels were sold around that period. However, later came the 

micro economic adjustment in the whole country, and the Southeast Asia 

financial crisis afterwards. Figures showed oversupply of office buildings 

then in the whole city. Later, some developers found the market of 

residential buildings was much bigger than that of office buildings. There 

were cases applying for change of land patterns from commercial use into 

residential use. Some residential buildings were really built and sold. 

However, it was said that not a single business building in the real sense 

has been built by 1999.  

Generally speaking, the development progress of PRNT was slower than 

planned. As information reveals, 99 pieces of land were allocated during 

1992-2001. By the end of 2001, only 19 sites were constructed completely, 

11 under construction and 69 left untouched (Economy News of the 21st 

Century, 2003). Some people suggested that in order to accelerate the 

development, some administrative departments of the municipal 

government should take the lead to move to PRNT. However, most 

government institutions were not willing to move. This was not surprising 

because the road and transportation facilities in the PRNT under 
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development were inadequate compared with those in the inner city.  

Situations of various players 

Villagers’ side 

The author interviewed representatives of two villages relevant to the land 

expropriation for PRNT in July 2004 to see the response of the villagers to 

the land conversion process. The two villages interviewed are Xian Cun and 

Nonglin Cun.  

The story of Xian Cun 

The village of Xian Cun is located in the PRNT. It is the village that was 

taken over the most land for the development of PRNT. According to the 

survey conducted by GzLRHMB, the land of Xian Cun located in the PRNT 

site covered an area of 89.4 ha (see Table 5. 6 for existing uses of the land).  

Table 5. 6 Existing uses of land owned by Xian Cun before the Pearl River 

New Town development 

Source: Guangzhou Land Resources and Housing Management Bureau 

(1992) 

Land uses Area (hectare) 

Farmland 53.33 
Rural residential use 30.00 
Occupied by Enterprises and quasi-government agencies 4.68 
Shops 1.39 
Total 89.40 
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Xian Cun was under the administration of Shahe Town in the Tianhe 

District. The land of Xian Cun was taken over by the municipal 

government in two times after 1997. Tianhe District Government and the 

government of Shahe Town, together with the GzLDC form a working group 

for the land expropriation. The working group, on behalf of the 

municipality, negotiated with the committee of villagers of Xian Cun. After 

making an inventory of all the building structures, factories and other 

ancillary facilities, the GzLDC, representing the municipal government, 

signed a land expropriation contract with Xian Cun in 1995. The land 

conpensation was fixed at 2.7 million yuan per ha. Most land taken was 

originally occupied by farmland and residential areas. Villagers would be 

relocated at areas within the PRNT boundary (Figure 5. 8) through old 

village renewal.  
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Figure 5. 8 Land reserved for Xian Cun for the Pearl River New Town 

development 

 
 

Source: Author, Guangzhou Urban Planning, Design and Survey Research 

Institute. 

 

When asked about the process of negotiating with the government, the 

Vice-Secretary of the Party Committee of Xian Cun said there was no room 

for discussion. The conditions were fixed, for it is for a project of the 

municipal government. The Vice-Secretary complained that the amount of 

land consumption was not sufficient to cover all the loss of the villagers. As 



 250

they learned, the land compensation for Dongpu13, a new area to their east 

and much far away from the inner city of Gz, was more than 6 million yuan 

per ha in 1996-714. They said the biggest problem for Xian Cun was social 

welfares, including the opportunities of employment and social securities 

for villagers who lost land15. Most villagers at the age of forties or above 

were unwilling to sell the land. Some villagers went to the headquarter of 

PRNT development to lodge protests. However, the government only faced 

the village leaders (as representatives of the villagers) when discussing on 

                                                        
13 Dongpu was developed since the 9th National Games held in Gz in 2001. It 

was initially for building sports facilities (i.e. the Guangdong Olympic Centre) 

and based on that saw great development in residential properties after the 

National Games.  

14 These are based on the interview with the Vice-Secretary of the Party 

Committee of Xian Cun conducted on 12 July 2004. The government took over 

the rural land in PRNT by means of preliminary land expropriation, by which 

negotiation for land consumption (in 1995) was held quite earlier before the 

land was really paid off (see early sections in this chapter). The land value 

appreciation arising from the changing location priority due to urban 

expansion between the two times was ignored. Thus villagers in PRNT might 

notice that rural land in some other sites of similar or even poor situation was 

‘sold’ at a much higher price than theirs. 

15 Ibid. According to the Vice-Secretary, it is impossible for a man older than 

45 or a woman over 40 to buy any social insurance. For a young people who 

want to find a job, he should first obtain a certificate indicating that he has 

been trained for employment and has the skills for a job. However, it is difficult 

for people above 35 to obtain such certificates. 
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land expropriation issues16. 

Another problem claimed by Xian Cun for land expropriation was the 

supply of infrastructures. The government permitted the village to rebuild 

its residential areas on the site, but would not take care of the 

infrastructures. The villagers thought the infrastructure construction is a 

big burden on it. 

Besides retaining the residential area and improve the living environment 

through old village renewal, the village also reserved land (‘land for 

economic development’) with an area of equaling to 8% of the total area 

taken by the state to develop secondary or tertiary industries17. For real 

state development, the village can establish joint company with investors 

and treat the land it owned as investment by itself. This is usually 

manipulated through adding the name(s) of partner(s) into the land use 

                                                        
16 It is interesting that the village leaders stressed that it is not viable for the 

government to talk with only the ‘village committee’ represented by the Village 

Heads or Party Secretaries. It seems that they are quite willing to represent the 

villagers and do not think it is good for the government to approach individual 

villagers. 

17 Initially, reserved land was for the villagers to develop secondary industries 

when they have no farmland to make a living on via agricultural activities. In 

practice, villagers are asking for more and now this sort of land can be put into 

any uses (notably commercial uses and real estate development) provided they 

have been incorporated into endorsed plans for the village. 
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documents such as the land use planning permit for the land parcel 

(name-adding). Xian Cun was striking to establish its own development 

company and tries to decide the partner(s) before the end of August 2004, 

which they knew as the deadline for changing the possessor (via 

name-adding) of land use rights. 

Xian Cun hired a consultant company to prepare a report on how to 

undertake village renewal. The report was completed in May 2004. The 

village had submitted the report to the GzUPB and was waiting for approval. 

With analysis of the existing situations, the report pointed out the 

difficulties in village renewal, including: 1) the high land cost and financial 

and market risks of the project; 2) the huge amount of capital needed by 

the project; 3) the difficulties in undertaking the project in phases, which 

indicated overall renewal in one time as a better solution; etc. 

Based on the difficulties, the report raised some suggestions on how to 

reconstruct the village on site. It suggested that: 1) The village should 

import vaious investment to establish a joint-stock real estate development 

company, which should be given priority by the government for real estate 

development issues. The land use right should then be granted to the 

development company without the necessity to go through tender or 

auction. 2) The Tianhe District government and GzMCC should supervise 
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the paying of land compensation. 3) The area used for relocating villagers 

should be waived of land premium, farmland rehabilitation fee and 

expenses for infrastructure. The report suggested adjusting the planned 

road network and increasing the gross plot ratio18 so that the commercial 

potentiality of the village renewal project could be improved. 4) The 

government should establish an institution to co-ordinate the rebuilding 

tasks of the village. The proposal for the renewal project should be 

announced formally for legal effect. Polices should be formulated to ensure 

employment and social securities of villagers.  

The story of Nonglin Cun 

The core area of the village of Nonglin Cun is not situated inside the PRNT. 

For historical reasons, it had a paper mill located inside the PRNT site, as 

well as certain residential areas of the villagers near the factory. The paper 

mill was situated near the riverside of the Pearl River. Products of the 

factory were exported to Hong Kong.  

The earliest request by the government to move the factory could be traced 

                                                        
18 As I learned, the report suggested a plot ratio as 2/3 high as the gross plot 

ratio of the ’63 Stories’ project, which involves land of an area of approximately 

20,000 sq. m. The ’63 Stories’ is actually a complex comprising three buildings 

with the main building of 63 stories (264 metres in height) and other two lower 

buildings. The 63-story building was once the tallest building in Gz upon its 

completion in 1991.  



 254

back to 1987 concerning serious water pollution incurred by operation of 

the factory for making paper. The municipal government commanded the 

moving again in 1992 for both water pollution and development of PRNT. 

The moving actually took place in 1995. The land taken by the government 

was more than 3.3 ha. The government promised to grant the village 

another land plot of 2.7 ha, which was also near the riverside in the PRNT 

(Figure 5. 9), plus a compensation of 17 million yuan. The government 

suggested the village buy land elsewhere with the money to relocate the 

existing occupants. The relocation was really settled by building 5 

apartment buildings on another site of Gz19. 

                                                        
19 According to the Party Secretary of Nonglin Cun, the villagers involved in the 

relocation invested 900 yuan for each sq. m. of building area. They bought the 

land from another village situated at the northeast of the city. 
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Figure 5. 9 Land reserved for Nonglin Cun for the Pearl River New Town 

development 

 

Source: Author, Guangzhou Urban Planning, Design and Survey Research 

Institute. 

 

For the land of 2.7 ha in PRNT reserved for the village, a developer from 

Hong Kong expressed its willingness in 1992 to invest in it as a co-operator 

for real estate development. According to the development control plan for 

PRNT, the site could only be built into office buildings. However, villager 

representatives of Nonglin Cun seemed prefer developing the site into a 
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residential building, because residential properties just next to this site 

was sold at a good price. Moreover, at the time when the village approached 

the Hong Kong developer for cooperation, the government had not yet 

explicitly announced how many stories the planned building could be, 

which would probably be between 9 to 20 stories. Through negotiations, 

both parties reached an agreement that the share between the developer 

and the village would be 5.4:4.6 for floor areas of and below 9 stories, and 

the ratio would become 6:4 for those above 9 stories. In 1999, the market 

price of land in PRNT had risen. The Hong Kong developer requested 

revising the ratio to 7:3, for otherwise it would be a profitless project. When 

the interview was conduced in July 2004, they were undergoing the 

application procedure for development permission, through which the land 

use right would be turned into jointly owned by Nonglin Cun and the 

developer via name-adding. They had not obtained the land use permit yet.  

Developer’s side: Swire Properties’ Gz Project 

About Swire Properties (SP) 

SP is one of the leading property companies in Hong Kong with diversified 

experience in property, aviation, beverages, marine services and trading 

and industrial. It has extensive experience in developing and managing 

major commercial and residential properties. It became in 1972 a wholly 

owned subsidiary of Swire Pacific Limited, a company listed in Hong Kong. 
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Swire Pacific is part of the Swire Group, which has been running business 

in China since 1866 (Swire Pacific, 2003; Swire Properties, 2003). The 

investment portfolio of SP in Hong Kong comprises principally office and 

retail premises, which it manages in prime locations, as well as serviced 

apartments and other luxury residential accommodation.  The complete 

portfolio totaled 11.87 million sq ft of gross floor area.  Existing investment 

property of it awaiting or under development in Hong Kong comprised a 

further 2.78 million, mainly of office space (Swire Properties, 2003). 

SP began its venture in China Mainland in 1987 in the city of Shanghai 20. 

For instance, it had a 10% interest in a 1.1 million square foot retail and 

office complex on Nanjing Road West, Shanghai (Swire Pacific, 2003). SP 

commenced its business in Gz, Guangdong Province three years before21. 

Outlines of the project 

In April 2002, SP signed a memorandum of understanding with the Gz 

Daily Group (GzDG) to develop a mixed-used complex in Tianhe district of 

Gz. The planned complex, named the Taikoo Hui Gz Cultural Plaza 

(THGCP), would be in the size of four million sq. ft. for commercial and 

                                                        
20 This is based on an interview with Mr. Kok, the Chief Representative of Gz 

Representative Office, SP in Gz on 3 December 2003. 

21 Ibid. 
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cultural use. The project was scheduled for completion in 2006/7 at an 

estimated total cost of RMB four billions. According to the agreement, SP 

would own a 55% stake in this joint venture while the GzDG would have 

45% (Swire Pacific, 2003). The planned THGCP would comprise a major 

retail centre, offices, a hotel, a performing arts centre and a major city 

library. It was said that this multi-use complex would be the first of its 

kind in the Mainland to combine arts and cultural functions with retail and 

commercial uses. SP would manage the property itself. Judging from the 

time when SP began its operation in Gz, it is most likely that THGCP is the 

first major project of it in the city of Gz.  

The site of the project lies at the Tianhe district of Gz (Figure 5. 10). 

Nothing had been built on. 
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Figure 5. 10 Site location of the planned Taikoo Hui Gz Cultural Plaza 

 

 

Source: Author. 

The biggest problem SP faced in the past several years was how to obtain 

the land. The land SP was struggling for had already been administratively 

allocated to GzDG when SP joined them for joint development. According to 

past experience of the developer, under the same circumstance in 

Shanghai, when there comes a new investor to join the project, the 

government will first take back the land and then allocate it again. The 
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joint venture should just pay the extra land premium (for change of land 

uses, if any)22. However, the procedure became much more difficult in Gz. 

New regulations concerning requirements in land disposal (such as tender 

and auction) emerge so soon before investors could have any reaction. The 

government said that the land (GzDG owned) could only be obtained 

through public land sale23.  

The history of the project could be traced back to June 1994 when the Gz 

Cultural Undertaking Management Bureau (GzCUMB) signed with the 

GzCCDHL24 the contract for a piece of land with an area of approximately 

                                                        
22 The information was from Mr. Kok. In fact, the ‘rule of the game’ for 

changing the name of land user was almost the same in various cities in the 

past, especially during the real estate boom in the early 1990s. The rules are 

becoming stricter all over the country. As the following information as well as 

contents in Chapter 4 show, due to the rapid change of policies, the developer 

might not be basing the comparison on same situations in terms of time frame 

for the two cities.  

23 The joining of new partners in development projects in Gz should also follow 

a roughly same route, i.e. the land should be taken back by the government 

first and then reallocate to the ‘new developer’ (all partners as a whole). The 

difference between Shanghai and Gz mentioned here by Mr. Kok is actually 

about the reallocation procedure, i.e. land grant through negotiation, tender or 

auction. See the following paragraphs for details.    

24 A state-owned development cooperation representing the municipal 

government to implement municipally planned development tasks before the 

emergence of real estate developers (see the earlier section of this chapter for 

the PRNT case). The development of Tianhe as a new district of the city in the 

1980s was the major task of the GzCCDHL at that time. The municipal 
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32 thousand sq. m. (‘Piece 1’) to build a municipal library25. The GzCUMB 

should pay the plot development fee to the GzCCDHL as land cost, which 

was 1/5-1/6 as much as the price of land in the PRNT. A total floor area of 

200,000 sq. m. could be built on the site. Another piece of land of around 

17 thousand sq. m. (‘Piece 2’) adjacent to it was allocated in the same way 

several months earlier to the Gz Medical and Health Bureau (GzMHB) to 

build a hospital for women and children. The two pieces of land were all 

administratively allocated and similar unit land cost should be paid.  

The land was converted from rural to urban in terms of ownership around 

that time, which can be reasonably estimated to be before 1994 when 

GzCCDHL had the right to further transfer it to other parties. However, the 

land was still vacant until the time of the interview. It was not for urban 

uses in the real sense. 

                                                                                                                                                      
government assigned most land parcels at Tianhe to the GzCCDHL for 

development. Besides developing some land plots by on its own, the GzCCDHL 

was also entitled to transfer some land parcels to other land users after 

completing the plot development works. In this sense, its function was similar 

to that of the GzLDC nowadays in terms of preparing land plots for further 

development.  

25 It is mainly based on interviews with officials from the GzUPB and the 

GzLRHMB. A professional from the Gz Environmental Research Institute that 

ever provided services to the SP also supplied some information. The interviews 

were conducted in October 2002 and April 2004.  
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For Piece 1, another contract was signed in December 1996 between three 

parties: the GzCCDHL, the GzCUMB and the GzDG. It was actually for 

changing the name of the land user from ‘GzCUMB’ to ‘GzCUMB and 

GzDG’, so that the GzDG could financially support the development. 

According to the contract, the GzDG would be in charge of paying off the 

land fee (RMB 0.11 billion yuan) by the next month to the date of the 

contract.  

The GzUPB issued land use planning permit for the site covering Piece 1 

and Piece 2 in August 1998. The permit was concerned with the land 

covering a total area of 48,954 sq. m., with the GzDG as the land user. The 

land use patterns as stipulated by the permit included those for 1) press 

and publishing activities, 2) cultural facilities, and 3) medical and health 

establishments. The GzUPB also provided land use planning guidelines for 

the site at almost the same time, which stipulated the floor area ratio and 

total building area for Piece 1.  

In August 2000, the GzUPB issued a document to comply with the request 

raised by GzDG for changing the land use patterns in the land use 

planning permit for the site. According to the document the land would be 

used for 1) press and publishing activities, and 2) cultural facilities. The 

document also instructed GzDG to coordinate with GzMHB about 
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site-selection for the women and children hospital at other areas of the city. 

These indicated that the site covering Piece 1 and Piece 2 was granted to 

the GzDG and no hospital was to be built on it.  

At the end of 2001, both the planning and land use authority of the 

municipality permitted changing the land user of the site to Dayang 

Properties, established in 1995, a state-owned development company 

wholly invested by the GzDG. Dayang Properties held the certificate issued 

by the GzMCC, which qualified it to undertake real estate development in 

the city. GzDG was the applicant for such qualification. The planning and 

land use authority also endorsed the changing of land use patterns as 1) 

commercial and office use, and 2) Cultural facilities.  

From SP’s point of view, the planning control for the land parcel was 

unclear. The red line attached to the land use planning permit for the land 

parcel had no details about the setback of the land boundary. However, the 

planning authority later told the developer that they should reserve certain 

space in their site for a municipal road26. 

The latest news for the project is that Dayang Properties obtained the 

certificate of land use right from the GzLRHMB in February 2004, which 

                                                        
26 This is based on communication with Mr. Kok. 
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means the success of struggling for the land27 . The land use right is 

granted via administrative allocation. According to the certificate the land 

could be used for 1) business and service industry, and 2) buildings for 

public use. The time duration of the land use right would be counted from 

25 December 2001. The GzUPB approved the construction control plan for 

the site in March 2004. It was said that, by the time when investigation for 

the case was finished, some amendments were being made to the land use 

pattern for the site.  

The project of SP had not proceeded to practical construction stage by the 

time of this interview28. If we identify April 2002 (when the agreement 

between GzDG and SP was signed) as the time when SP was formally 

recognised as a participant of the project, SP had been involved in the 

project for two years. Taking into account of the time GzDG had spent in 

seeking for the development right for the site, the whole project could have 

beedn lasting for more than seven years. Merely by the GzUPB, at least five 

documents have been issued.  

                                                        
27 It is information from an official with the GzUPB. 

28 As a normal practice, the developer should further submit the building 

design scheme for approval in order to obtain the construction permit from the 

GzUPB. Also, a building license issued by the GzMCC is needed to authorise 

practical building activities.  
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Other relevant experience of the developer 

According to the experience of SP, Gz is different from Shanghai, which 

had the following circumstances for real estate development: First, the 

government devotes much attention to attracting foreign capital. They are 

implementing more preferential policies in attracting foreign investors 

comparing to those for domestic investors. Second, the district 

governments are powerful in Shanghai. Developers should only negotiate 

with the district government when trying to obtain the land. The major 

concern of the land authority29 at municipal level is merely floor area ratio 

(FAR) and land premium. Districts compete for foreign investments (and 

thus tries to provide good service to foreign investors). District governments 

are usually happy to take care of all ancillary formalities, which are mainly 

for infrastructure connection, for investors in real estate development. As 

for the case in Gz, foreign investors in real estate development received less 

attention from the government compared with those in manufacturing 

industries. The city paid much attention to interior development such as 

the ‘image projects’30 for self-improvement. The municipal government is 

                                                        
29 The structure of the authorities concerning urban land use in Shanghai 

(and some other cities in China) is (are) different from that of Gz. In Shanghai, 

the land authority and planning authority are combined in one. Thus the 

municipal land authority in Shanghai oversees both land allocation and urban 

planning affairs. 

30 ‘Image projects’ was the name of a movement called for in 1997 in Gz. Its 
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so powerful that it is hard for the district governments to attract 

investments even they want and compete to do so. Government offices at 

district level have limited power in make decisions. As for authorities 

taking care of different fields at the municipal level, they also seem 

independent and lack of communication with each other. It often happens 

that decisions by a certain authority is not be supported by other 

authorities that are also representing the same municipality. A foreign 

investor has to devote ten times of efforts before he has two steps forward 

in real estate development31.  

Staff from SP had the sense that the rules of the game in China Mainland 

are vague. They are mainly regulations, not laws or ordinances. How to 

interpret the regulations is the key question. This has actually provided 

many rooms for the government officers to exercise discretionary power. 

The legislation systems of western countries are based on the Common 

Law system. Precedent cases are very important references to the judgment 

of the following cases. However, in China Mainland the decision of 

                                                                                                                                                      
main purpose was to change the image of the city through improvement of 

urban landscape and environment. The movement was further upgraded to 

what was called ‘pursuing a small change in a year and a medium change in 

three years’ from 1998 through 2000.  

31 This is based on the interview with Mr. Kok on 3 December 2003. 
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government authorities are made without reference to precedent cases. 

Personal relationships play a key role in real estate development in China 

Mainland. Foreign investors are sometimes so surprised to find that it is 

very difficult for someone to undertake a task that is easy for others with 

good relationships. A developer will complain why I cannot obtain 

permission for something that some others have accomplished under the 

same circumstances.  

Moreover, the society in Mainland China is quite often depended on 

decisions by individual persons. In order to seek space to enable the 

setting of a fire exit for the planned THGCP, SP approached a school 

located near the site. They were then referred to the Gz Education Bureau, 

the supervisory authority of the school. The bureau said that SP could 

negotiate with the school by itself. The bureau would then approve what 

could be reached in the agreement between the school and SP. However, 

SP was unable to obtain endorsement by the Education Bureau after the 

agreement was reached. The problem lied in that the leader of the 

Education Bureau had been changed, and the new leader did not agree 

with the promise made by the former one. Personal experiences of Mr. Kok 

also show that, if the leader of a unit was not in office someday, the unit 

could not make decision on his/her behalf, even for rearrangement of the 
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time for a meeting that have been already planned. 

The share of SP in the THGCP project is also an illustration for this point. 

The contract signed in April 2002 carries the agreement that SP would own 

a 55% stake whereas the GzDG would has 45%. According to Mr. Kok, the 

contract is a document in Hong Kong style 32  in 99 pages. It is 

comprehensive and perfect enough to serve as a good sample for 

educational purpose in teaching contract writing. However, after something 

happened to Li Yuanjiang33 , the former leader of the GzDG when the 

collaboration contract was signed, trouble followed. Just because the 

change of leader, it was difficult for SP to implement what the contract says. 

The GzDG wanted to decrease their share in the project from 45% to a zero 

stake. In other words, they were not willing to invest any money in the 

project. The following were excuses given by the GzDG: 1) The leader was 

changed; 2) They did not have money. 3) The former leader (i.e. Li 

                                                        
32 “Hong Kong style” was used here to mean the comprehensiveness and 

preciseness of the contract in an internationally acceptable standard. 

Contracts in China are generally not as comprehensive as those in practice in 

Hong Kong. It is generally thought that, unlike developed countries and their 

(past) colonies with a perfect legal system, China still has much to do in the 

development of legislation.  

33 Li Yuanjian is the former leader of both the GzDG and the Department of 

Dissemination (Propaganda) of the Guangzhou Party Committee. He was 

arrested for corruption in 2003.  
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Yuanjiang) had given too much preference to the non-domestic (i.e. Hong 

Kong) partner (i.e. SP). According to outcome of negotiations between both 

parties by the time when the author met with Mr. Kok on 3 December 2003, 

SP had to bear 95% of the total investment34. From SP’s point of view, the 

GzDG was acting in such a way that they could just ignore an existing 

contract. It can be argue that informal rules by man played such an 

important role in institutions governing economic transactions in China 

under the transition economy that it can even override a contract signed as 

a document of legal effect. 

Another experience SP had in China mainland is something like the story 

of ‘Chicken and egg’ 35 . The local authorities required SP to obtain 

qualification for the development first (before obtaining the land). According 

to relevant policies, a developer will not meet the requirements in obtaining 

the qualification before it can produce any testimonial that its funding for 

the project is here. However, SP could not manage to transfer the capital to 

Gz before the development rights for the land was available. SP puzzled 

                                                        
34 Enterprises wholly owned by foreign investor are not allowed to undertake 

real estate development in China. 

35 It is the term commonly used in referring to such questions as “which 

should come/comes first”. It originated from a difficult discussion about which 

one emerged first in the world, the chicken or the egg.  
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over what they should do first. 

Even after the accession of China to WTO, as well as the introduction of 

CEPA36, most places in China Mainland has policies of local protectionism, 

which make it a hard work for foreign investors to understand all the local 

rules for business. For instance, according to international practice, the 

contractor should only pay the sub-contractor the amount as shown in the 

contract once it is signed. The sub-contractor should bear, by itself, as 

embraced in the contract, all risks of the market including the increase of 

prices for building materials. However, it was officially announced in 2003 

that due to the rise of steel price, the contractors should subsidise the 

building groups, employed by the sub-contractor though, for the loss.  

                                                        
36 “CEPA’ is the abbreviation of “Mainland/Hong Kong Closer Economic 

Partnership Arrangement”. The Vice Minister of Commerce Financial Secretary 

and the Financial Secretary of Hong Kong Special Administrative Region of the 

People’s Republic of China signed it on 29 June 2003. It is to facilitate further 

development of economic links between the Mainland and Hong Kong Special 

Administrative Region so as to promote joint economic prosperity and 

development of the two sides. According to the agreement, co-operation in 

seven areas will be promoted, among which one is ‘transparency in laws and 

regulations’ (Hong Kong Trade and Industry Department, 2003).  
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5.4 Case 2: Guangzhou Science Park (GzSP) 

Introduction 

The GzSP is one of the high-tech parks included in the Gz High-Tech 

Industrial Development Zone (GzHTIDZ), a development zone of national 

level promulgated by the Central State Council in 1991. The change of 

built-up areas of Gz (see Chapter 4) shows that the land conversion from 

rural to urban for the city after 2000 mainly took place in the site of GzSP. 

The following paragraphs will try to explain the land use policies associated 

with the implementation of ETDZ. More specifically, this includes the 

administrative structure over land use issues as well as the relatively 

straightforward land allocation process. This case shows relatively clear 

rules of the game at the upper two levels (i.e. the constitutional and 

administrative level) of the institutional hierarchy in effect in ETDZs, which 

facilitated rapid development of the GzSP. It can be argued via the case 

that there is a considerable degree of intervention by the planned economy 

mechanism in the process of rural to urban land conversion in 

contemporary Chinese cities. With the participation of powerful planned 

economy mechanism, the land allocation process performed more 

efficiently.  
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Development zones in Gz 

Gz has a strategic plan37 for the metropolitan area as ‘exploring to the 

south, optimisation in the north, extending to the east and coordinating to 

the west’. The whole metropolitan area comprises several clusters including 

the inner city, south wing, east wing and the north wing. The east wing 

cluster is expected to develop into an intensified industrial belt to pull the 

expansion of city eastward (Figure 5. 11)(Guangzhou Urban Planning 

Bureau, 2001). Development zones in the east become major forces in 

accelerating the industrialisation and urbanisation of the eastern areas of 

Gz. 

Gz has now 5 development zones of national level, including the Gz 

Economic and Technological Development Zone (GzETDZ), GzHTIDZ, Gz 

Free Trade Zone (GzFTZ), Gz Export Processing Zone (GzEPZ) and the 

Nansha Economic and Technological Development Zone (NETDZ). The 

                                                        
37 The Strategic Plan (‘Strategic Plan for the Overall Development of Guangzhou 

City’ in full) was formulated in 2000-2001. It served as a supplementary to the 

draft of 15th urban master plan that is waiting for endorsement by the State 

Council in the central government (See ‘The planning process of PRNT’ section). 

The strategic plan is said to be superior to the 15th master plan by taking into 

consideration of the areas of Panyu and Huadu, the two former county-level 

cities merged into Gz in 2000. The strategic plan endorsed by the Gz municipal 

government in 2001 raised the general strategy that Gz should be built into an 

efficient, prosperous and civilised ecological city suitable for both 

entrepreneurship and residence in the 21st century (Guangzhou Urban 

Planning Bureau, 2001).  
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formal four zones are located to the east of the inner city whereas the 

NETDZ lies at the southeast of Gz. The planning areas for these zones add 

up to 108.3 sq. km. Development permissions have been granted to 45 sq. 

km. of land by 2000, among which 38.32 sq. km. of land has been built. 

Figure 5. 11 Development zones in Guangzhou 

 

 

Source: Author, Guangzhou Urban Planning Bureau. 

The NETDZ was established in 1993. It was then located in the Nansha 

region but under the direct administration of Gz. Nansha region was 

formerly an area of Panyu, a county-level city under Gz before it merged 
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into and made a new district of Gz in 2000. In other words, before 2000 

NETDZ was an enclave of Gz. Through the merging in 2000, the Nansha 

region together with the NETDZ became part of the territory of Gz. 

According to the Strategic Conceptual Outline Plan for Gz, the newest 

development strategy for the whole city endorsed by the municipal 

government in April 2001, Nansha region has been incorporated into the 

area of Gz metropolitan and planned as a whole. In this plan scheme 

NETDZ is designated a zone to be developed with emphasis in the Nansha 

region. The development of Nansha was greatly promoted after 2001. 

However, the government does not merely aim at building Nansha into an 

area dominated by high-tech industries. Rather, it is more based on the 

consideration of providing more space to accommodate the future 

development of Gz. Because of its history and location, NETDZ is typical 

comparing to other four national-level zones in Gz. Due to the capacity of 

this study, NETDZ will not be discussed any more in the following 

paragraphs. 

GzETDZ is the earliest national-level development zone in Gz established in 

1984. GzHTIDZ was set up in 1991, with GzSP as its core region. In 1999 

the administration systems of GzETDZ and GzHTIDZ were combined to 

introduce what is called the ‘integrated administration’. This administrative 
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adjustment was repeated in the following years until all the four zones 

(namely the GzETDZ, GzHTIDZ, GzFTZ and GzEPZ) were united to be 

under the jurisdiction of one system, the ACGzDZ (Figure 5. 12). 

Figure 5. 12 Relationship between the municipal government and the 

development zones in Guangzhou 
 

 

                                                                 

                                                   

 

                                            

 

  

 

 

 

 

 

 

Note: Those in dotted-line frames are registered with the GzHTIDZ. 

However, their land is not under the administration of the Gz 

Development Zones committee but the municipal authorities.  

Source: Author. 
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So Gz adopts the mode of ‘integrated administration’ over the four 

development zones except NETDZ. In other words, each of these zones has 

its own name and covers a certain area while all of them are subject to one 

set of administrative system, the Administrative Committee of Gz 

Development Zones (ACGzDZ). The four development zones have a new 

common title as ‘Gz Development Zones (GzDZ)’. The ACGzDZ has the 

administrative setting corresponding to the municipal government, and is a 

branch of the municipal government especially established for the four 

zones. It represents the municipal government to take care of affairs inside 

the four zones and, compared to other branches of the municipal 

government in the ten districts of Gz, has much more freedom in 

decision-making.  

Facts about GzSP  

GzSP is the core part of GzHTIDZ. It is located between the central and 

eastern clusters of the Gz city. It is 10 km away to the east of PRNT and 3 

km west of another industrial park (Yunpu Industrial Park) under the 

GzHTIDZ. The Baiyun International Airport of Gz is 17 km away from here. 

GzSP covers an area of 37.47 sq. km. The expressway between Gz and Sz 

goes across the south part of the area. Two existing industrial zones of 

around 196 ha in all lie to the northwest of GzSP.  
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The development of GzSP is laid emphasis on computer engineering, 

biological and pharmaceutical, photoelectron, new energy & new material, 

and environmental equipment industries, etc. (Guangzhou Development 

Zone, 2004). GzSP is expected to become the major industrial base for 

information, biological engineering, new energy sources, new materials and 

environmental protection industries in Gz. 

Figure 5. 13 Location of the Guangzhou Science Park 

 

Source: Author, Guangzhou Urban Planning Bureau. 
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The estimated investment in GzSP by the government was 11 billion yuan, 

the majority of which would be for infrastructure. The ACGzDZ will be the 

main financial supplier of capital works. The ACGzDZ receives financial 

revenue from taxation by enterprises registered with it. Preferential policies 

introduced in GzSP for attracting investment include: 

1) For a newly established productive enterprise invested by foreigner(s), if 

the total operation period will last for more 10 years, taxation on business 

profit can be waived of for the first two years receiving income. For the next 

three years tax will be levied equaling to a half of the taxation as stipulated 

by the ACGzDZ under normal circumstance. 

2) For a high-tech enterprise, the rate of income tax is 15% from the date 

when it is certified as a high-tech one, which is lower than normal cases; if 

more than 70% of the annual product is for export, the income tax rate will 

be 10%; 

3) If the product of the enterprise is a new high-tech one listed in the plan 

of the nation (or province and municipality), income tax and value-added 

tax of this product would be refunded to the enterprise for the first three 

(or two) years from the date of its sale; 

4) Enterprises could treat expenditures incurred by research and other 
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activities for developing new products/technology as administrative cost of 

the enterprise, which would make the net income in accounting smaller 

than what under normal circumstances and would thus lead to less tax. 

5) Equipment that could not be produced domestically for new and high 

technology development could be, with prior endorsement of the ACGzDZ 

and the customs, imported from foreign countries without paying import 

tax;  

6) Export products could be waived of export tax unless other specified by 

the state, etc (Administration Committee of Guangzhou High-Tech 

Industrial Zone, 1997; Guangdong South Network Technology Ltd., 2001) 

(Author’s translation. Original text in Chinese.). 
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Before the site was developed into the GzSP, it was mainly occupied by 

agricultural uses with approximately 10 villages and a population of 5500 

by 1998. Farmland, fruit trees and woodland covered nearly 90% of the 

area (Guangzhou Urban Planning, Design and Survey Research Institute, 

1998). Nearly 40 ha of land was used or to be developed for manufacturing 

industries. Local villager collectives are usually the owners of these 

factories. 

A significant phenomenon in the area was that there were a lot of allocated 

land parcels, especially those for real estate development. For instance, 

developers had obtained the ‘red line’ for up to 80 ha of land in the site for 

building medium to luxury residential properties. However, nothing was 

built on them by 1998 when the master plan for GzSP was prepared. These 

land parcels had been converted from rural use to urban construction use 

through land use application and land expropriation procedure 

manipulated by developers as normal cases of construction application for 

land in the city. Land records show that the ‘red lines’ for these land 

parcels was approved during the real estate boom period in the early 1990s. 

It can be inferred that these were the results of the land speculation 

activities during that period (See Chapter 4).  
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Figure 5. 14 Existing land use of the Guangzhou Science Park site in 1998 

 

 

Source: Author, Guangzhou Urban Planning, Design and Survey Research 

Institute. 
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Stipulations as they were in 1998 indicated that the government had the 

right to take back these land parcels. According to the Urban Real Estate 

Management Act of PRC promulgated in 1994, the developer should 

commence practical construction on land obtained before a deadline as 

required by the contract for land disposal or other land use documents. If 

the land was left undeveloped for more than two years from the deadline, 

the government should have the right to retake the land without paying 

any compensation to the developer (Article 25). This stipulation is an 

illustration of the reaction of the government to land speculation activities 

in the early 1990s. By July 1998 the GzMG had taken back at lease three 

large land parcels that were disposed of between 1993 and 1994 for real 

estate development purpose on the site of GzSP, which covered an area of 

more than 23.5 ha (Guangzhou Urban Planning Bureau, 1998). A survey 

conducted by the end of 1999 showed that the municipal government had 

taken back all the ‘outdated’ land parcels on the site (Guangzhou Urban 

Planning, Design and Survey Research Institute, 2000).  

Planning process of GzSP 

The idea of building GzSP was first raised in the ‘Outline Development Plan 

for the Southeast Regions of Guangzhou’ prepared by the Development 

Planning Commission of Gz in 1992 (Guangzhou Urban Planning, Design 
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and Survey Research Institute, 1998). The Science and Technology 

Commission of the municipality initiated the site selection for GzSP in 

1993. Initially, only 4 sq. km. of land was assigned to and planned for the 

GzSP development (Guangzhou Urban Planning Bureau, 1995; State 

Science Commission, 1995).  

In 1997, the municipal government reformed the administrative institution 

of the GzHTIDZ. The concept of ‘one zone (comprising) several parks’ (yi qu 

duo yuan) was introduced in the administration system of GzHTIDZ. 

Several industry and science parks were integrated to form the new 

GzHTIDZ. From then on, the area of GzSP is administratively separate from 

its original administrative districts (Tianhe, Baiyun and Huangpu) to 

become under the jurisdiction of the GzHTIDZ (Guangzhou Municipal 

Government, 1997). GzSP is anticipated to developed into the core zone of 

GzHTIDZ. 

The Administrative Committee of the new GzHTIDZ was set up as a 

government branch assigned by the municipality, bearing the 

administrative grade of vice-municipal level in terms of economic and 

administrative affairs including urban planning, land development, finance, 

taxation, human resource, industry and business registration, public 

security, project endorsement and foreign affairs, etc. In other words, the 
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Administrative Committee was relatively independent of the municipal 

government. Moreover, investors in the science parks under the GzHTIDZ 

enjoy the same preferential policies.  

In order to expand the area of GzSP, site selection for it was undertaken 

again. The GzUPB delivered a new site selection recommendation for it in 

1997, which said the area of GzSP was increased to approximately 24 sq. 

km. (Guangzhou Urban Planning Bureau, 1997). The first round of master 

planning for the area defined by the above mentioned site selection 

recommendation was commenced in 1998. The GzUPB approved of the 

scheme by the end of 1998. According to the plan, the accurate planning 

area of GzSP was 22.74 sq. km. The municipal government promulgated an 

announcement for implementing the Master Plan for GzSP in June 1999. 

The plan suggested that GzSP should mainly accommodate scientific and 

technological research and development activities as well as certain 

high-tech and tertiary industries. All the land inside GzSP will be developed 

on the basis of ‘unified planning, unified land expropriation, unified 

(infrastructure) development and unified land disposal’ by the 

Administrative Committee. GzSP will be built into a science park with good 

environmental quality. The plan defined the network of primary roads as 

well as the basic functional structure of the whole GzSP. 
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According to the UPAPRC, the municipal government should designate the 

planning area of a city when formulating urban master plan (City Planning 

Act of PRC, 1989, Article 2). GzSP is not a city, so the master plan for it is 

not a master plan for a city. However, when there is no special regulation 

on how to define the planning area of the development zones 38 , the 

planning procedure often refer to stipulations for urban master plan, for 

the overall layout plan for a development zone is also called the ‘master 

plan’ for this particular zone in Chinese. In the following paragraphs, we 

will see that the planning area of the GzSP was adjusted and increased 

again. 

The administrative committee of the GzETDZ and GzHTIDZ initiate the 

second round master planning for GzSP in December 1999. In July 2000, 

the mayor decided to include the buffer zone between GzSP and GzETDZ 

into the area of GzSP so that investment in infrastructures could be saved. 

Thus the total area of GzSP increased to 37.47 sq. km. The mayor also 

required that the GzUPB should issue as soon as possible and in one time 

the land use planning permit for all the land included in the 37.47 sq. km., 

                                                        
38 There is the ‘Ordinance of Planning and Administration for Development 

Zones’ (in Chinese) promulgated in May 1995 by the Construction Commission 

of China, but it does not provide stipulations concerning designation of the 

planning area of a development zone. 
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whereas the GzLRHMB should allocate land according to the development 

progress of GzSP. In March 2000 the municipal government promulgated 

the new master plan for GzSP (Figure 5. 15). 

 

Figure 5. 15 Master plan (2000) for the Guangzhou Science Park 

 

 

Source: Author, Guangzhou Urban Planning, Design and Survey Research 

Institute. 
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The master plan suggests that GzSP should be based on high-tech 

manufacturing industries to promote the development of scientific research 

and technology. It has the long-term vision of cultivating scientific research 

complex to provide environment for innovation. It tries to contribute to the 

adjustment of industrial structure of Gz. It will be built into a new urban 

area with high ecological quality, perfect urban infrastructure and 

high-efficiency management system to attract investment. It will become a 

new comprehensive urban area, accommodating mainly the production, 

learning and research activities, and being supplied with a little amount of 

luxury housing. According to the plan, the structure of GzSP comprised six 

functional clusters divided by natural hills and existing or planned roads. 

Land available for construction covers 21.32 sq. km. Construction land is 

mainly for industries, scientific research and residential uses. The 

population upon full development by 2025 is expected to be 85 thousand.  

There is minor difference in the targeted functions of the GzSP between the 

several rounds of planning for it. The ‘Ninth five-year plan’ for the 

southeast areas of Gz prepared in 1997 gave GzSP the perspective of 

becoming a new urban area based on high-tech industries. It would 

accommodate scientific research, production, business, culture and living 

activities (Guangzhou Urban Planning, Design and Survey Research 
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Institute, 2000). In other words, it was to become a town similar to normal 

urban areas in terms of living condition and urban activities. Moreover, it 

would be of high-tech features in terms of industries. 

The whole GzSP is divided into six functional clusters as suggested by the 

master plan. The specific district for high and new technology is further 

split into 4 parks specialised in different fields of industries. Two are for 

microelectronic information and biological industries. One is for new 

materials and energy sources industries. The last one is for industries of 

other technologies whichever is thought appropriate to settle down there. 

Residential land is designated mainly for developing apartments in low to 

medium densities plus some dormitories for workers. GzSP is also planned 

to provide such public facilities as management centre, hospital, school, 

incubator for high-tech enterprises, international communication centre, 

sports centre, hotel trade centre (Editorial Committee of Guangzhou 

Construction History, 2001; Guangzhou Urban Planning, Design and 

Survey Research Institute, 2000). Most areas that will be converted into 

urban construction uses according to the plan were formerly occupied by 

farmland, orchard and forest, which added up to around 1800 ha (Table 5. 

7). 
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Table 5. 7 Land use structure of the Guangzhou Science Park 

 
Land status Area-Existing 

(hectare) 
Proportion-Existing 
(%) 

Area-Planned 
(hectare) 

Proportion-Planned 
(%) 

Construction 
use 331.7 8.85 2132.1 56.90

Waters 6.9 0.18 41.9 1.12

Farmland 609.4 16.26 -- --

Orchard 785.1 20.95 83.8 2.24

Forest 1848.5 49.33 1329 35.46

Grassland 2.3 0.06 -- --

Village  142.7 3.81 145.2 3.87

Livestock 20.5 0.55 15.2 0.41

Total 3747.2 100.00 3747.2 100.00

Source: compiled by author according to planning report for GzSP 

(Guangzhou Urban Planning, Design and Survey Research 

Institute, 2000). 

 

The whole planning area designated by the master plan for a development 

zone define the boundary of area under the jurisdiction of the 

administrative committee of the development zone. As provided by 

regulations on plan preparation, because master plan is not detailed 

enough to guide practical construction, detailed plans were further 

prepared for land parcels to be developed soon. To implementing land 

development inside the zones, the administrative committee would further 

organise Development Control Plans (DCPs) in one time or phase by phase 
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according to the development priority of subdivided belts inside the 

development zone. The DCPs should be endorsed by the municipal 

government.  After that, the GzUPB would issue the land use planning 

permits for land covered by DCPs in one/several time(s) corresponding to 

the grouping of land parcels in the formulation of DCPs. The area of land 

as stipulated in the land use planning permits issued by the GzUPB is 

usually quite large compared to those for construction projects in normal 

regions of the city. For instance, according to instruction of the Mayor (See 

last paragraph), the municipal planning authority provided the land use 

planning permit for GzSP in one time. Thus, the ‘red line’ of that land use 

planning permit involves an area of 37.47 sq. km. With the issuing of land 

use planning permit for large land area, the urban planning authority at 

the municipal level delegates its power of planning control over 

development projects to the corresponding authority (e.g. the planning 

office or bureau) of the development zones, which would then, representing 

the municipal planning authority, issue land use planning permits for 

subdivided land parcels to practical land users according to the 

requirements of projects or detailed construction plans. 

An urban design competition39 was organised in December 2000 after the 

                                                        
39 Four foreign design companies were invited and participated in the 

competition. Two were from US, with the other two from France and UK. When 
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promulgation of master plan to collect ideas for the physical environment 

of the central district of GzSP. Furthermore, plans were also prepared 

based on master plan for some subjects such as road network and 

distribution and patterns of sculptures for decoration of the landscape.  

Administrative structure for land development in GzDZ 

The structure of ACGzDZ could find its embryonic form in the old 

Administrative system of GzETDZ (Figure 5. 16), though some of the 

departments inside it might have their name changed or functions 

amended with the time going. As the structure should conform to the 

features and needs of a development zone, it tends to be simple so that the 

operation could be efficient in order to attract investors, especially those 

from foreign countries. 

                                                                                                                                                      
the competition was completed in December 2001, a local design institution 

was asked to generalise the ideas of the foreign companies. The design scheme 

was finally passed in April 2002. 
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Figure 5. 16 Structure of the Administrative Committee of the Guangzhou 

Economic and Technological Development Zone by 1990 

 
 
 

 
 

 

 

 

 

 

 

 

 

 

 

Source: Editorial Committee of Guangzhou Economy and Technology 

Development Zone History (1993: p.57) (Author’s translation. 

Original text in Chinese.). 
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The procedure for applying for land use rights in the GzDZ is similar to 

that at the municipal level, except that the land users should approach the 

relevant authorities under the ACGzDZ instead of government authorities 

at the municipal level. 

The earliest authority for land use control in GzDZ was the Planning Office 

of GzETDZ established in 1985, under the direct supervision of the 

Administrative Committee of the GzETDZ. The GzUPB provided 

professional guidance to the Planning Office of the GzETDZ. Main functions 

of the office as specified upon its establishment included: issuing ‘red line’ 

permits for construction land, taking part in site selection for construction 

projects, preparing preliminary reports for land use tax exemption, issuing 

land use permits and building permits and considering architectural 

design scheme of projects, etc. In 1987, the Environmental Protection 

Office directly under the Administrative Committee of the GzETDZ was set 

up. It shared staff and office with the Planning Office to form actually ‘one 

institution with two titles’ (yi tao ban zi, liang kuai pai zi). Two years later 

(namely in 1989) the Real Estate Management Office was founded and 

shared the institution with the Planning and Environmental Protection 

Offices. However, similar to the structure at the municipal level, the Land 

Expropriation Office (in the updated name of Land Development Centre 
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now), which has already been established in 1984 before the founding of 

the Planning Office, is still an isolated quasi-government agency providing 

land expropriation services.  

With the merging of GzETDZ and GzHTIDZ in 1998 and the introduction of 

‘integrated administration’ for GzETDZ, GzHTIDZ, GzFTZ and GzEPZ later, 

the three united offices in the field of planning, land use management and 

environment protection were also adjusted from time to time and finally 

became the Planning and Construction Administration Bureau (PCAB) for 

GzETDZ, GzHTIDZ, GzFTZ and GzEPZ upon their combination. It is now 

the only department supervising the development and construction affairs 

in the four zones. The number of staff with it was 27 by 200040.  

The particular administrative system enables the GzDZs to be quite 

independent and efficient in decision-making under its jurisdiction. For 

                                                        
40 The departments concerning land use were reframed into the Planning, 

Construction and Land Management Bureau in January 2004. It has 25 staff 

members now and is functionally corresponding to the combination of the 

construction, planning, land management, municipal utilities and urban 

administration enforcement authority at the municipal level. The Bureau 

consists of a general office and four departments supervising planning, land 

and real estate management, municipal utilities and construction management 

affairs. As for environment protection management, an isolated bureau was 

established for it (Based on the interview with an officer of the Planning, 

Construction and Land Management Bureau of the GzDZ on 14 May 2004).  
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instance, The PCAB could first obtain the land use planning permit for a 

large area of land that would possibly be developed in the near future and 

then, representing the GzUPB, ‘divide’ it into certain permits for various 

land users according to development control plans (See chapter 4). The 

following is a checklist of the responsibilities of the PCAB for GzETDZ, 

GzHTIDZ, GzFTZ and GzEPZ in the field of urban planning: 

1) Organising the preparation of master plan for areas under its 

jurisdiction; assessing and endorsing district plans or sectoral plans; 

2) Participating in feasibility studies for constructions in its administrative 

territory and issuing site selection recommendations; 

3) Considering applications for construction land inside the areas and 

issuing land use planning permits; 

4) Assessing detailed plans for individual projects; 

5) Issuing building permits and certificates of construction projects with 

acceptable quality, etc. 

For development inside the GzDZ, steps including project assignment,  

site-selection, the issuance of land use planning permit and construction 

permit, land expropriation and the issuance of building permit etc. could 
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be handled by the administrative offices of the ACGzDZ. Normally, the time 

duration for a project to overcome the stages ranging from project 

assignment to commencement of practical construction (when the building 

construction permit is issued) is 2 months averagely. It could be as short 

as 25-6 days. Further to this, in order to fasten the development progress, 

the leaders of the GzDZ also instructed the offices to introduce flexibility in 

the procedure. For example, construction for the basement of the building 

stake could be commenced ahead of the endorsement of the site plan, 

which means part of the practical construction could be done before the 

construction permit is issued41.  

Implementation of the GzSP development 

The ceremony announcing the construction of GzSP was held on 28 

December 1998. To implement the master plan, development control plans 

should be prepared for construction land. Normally each development 

control plans for GzSP covers an area of several square kilometers. The 

ACGzDZ decides which area would be under the immediate need to develop 

based on the master plan for GzSP and the administrative boundary of 

existing villages on the site. The DCP for land to be developed in the first 

                                                        
41 This is based on the interview with an official from the planning authority of 

GzDZ on 14 May 2004. 
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phrase was prepared in March 1999. The plan covers an area of 8.5 sq. km. 

Construction of the roads in this area was commenced on December 1999. 

The DCP for development at the second stage was completed in October 

2002. These almost reflect the development progress of GzSP (Figure 5. 17), 

which was fast42. Approximately 20 km of road was finished plus 13 km 

being constructed by the end of 2002. At the same time, an area of 253.84 

ha of land was granted to enterprises, among which 138.79 ha of land was 

being/has been built (Guangzhou Urban Planning Bureau, 2003). Because 

most areas of the GzSP site was collective-owned rural land, nearly all the 

land newly granted should pass the land expropriation procedure. It was 

said that the use rights of all the acquired land had been sold by April 

200443. 

                                                        
42 This is based on the interview with an official from the planning authority of 

GzDZ on 14 May 2004. The GzDZ is organising another master plan to expand 

its area. One of the reasons is that the land of GzSP was being consumed 

rapidly. 

43 Ibid. 
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Figure 5. 17 Development progress of the Guangzhou Science Park in 2002 

 

Source: Author, Planning and Construction Administration Bureau of 

Guangzhou Development Zones. 

 

The land expropriation for GzSP was generally arranged by the ACGzDZ. 

After the development control plan for a large area of land was completed, 

the Land Development Centre of the GzDZ (LDCGzDZ) oversaw the land 

expropriation matters. This is similar to the operation of PRNT, for which 

the government (represented by the GzLDC) dealt with land expropriation 
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and construction of infrastructure for the whole site. After that, the site 

was divided into land plots ready for sale and building works.  

The land users in GzSP should not approach the villagers themselves. The 

conflict in the land expropriation procedure for the GzSP development is 

less than what usually encountered in developing normal urban areas. The 

ACGzDC arranged for relocating existing villages on the site through 

building for them new houses in a concentrated area. Furthermore, the 

villagers received a compensation of 400 yuan per sq. m. for their existing 

houses. Three villages have been moved by April 200444.  

Paid transfer of land use rights has been a practice of long history in GzDZ, 

which was the pilot area for paid land conveyance in Gz. The first case 

happened in February 1988 when a land parcel was granted to a domestic 

development enterprise through tender45. However, the ACGzDZ does not 

                                                        
44 Ibid. 

45 The land parcel covered an area of 15953 sq. m. It allowed for a floor area of 

50 thousand sq. m. to be built on. The term of land use rights was 50 years. It 

had been left idle since it was allocated to an enterprise as stock farm without 

cost two years before the upcoming paid transfer. The intention to sell the land 

use right of it through tender was announced on 5 February 1988. Twelve 

companies applied to join the tender. Four powerful enterprises were selected 

to bid. The government received the land revenue of an amount of 4 million 

yuan through paid conveyance of this piece of land (Editorial Committee of 

Guangzhou Economy and Technology Development Zone History, 1993). 
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aim at making money from land sale46. The prices for land use rights 

granted to enterprises to be settled in GzSP are between RMB 250-60 yuan 

per sq. m. The expense for land plot development in GzSP is normally 

150-90 thousand yuan per mu47 (i.e. approximately 225-85 yuan per sq. 

m.). The ACGzDz also introduced some flexibility in determining the valid 

time of land use rights for GzSP. Investors can negotiate with the ACGzDZ 

for a ‘rent term’ shorter than the normal time period (i.e. 50 years) as 

stipulated by the land law for land use rights devoted to manufacturing 

industries.   

The municipal government laid much emphasis on GzSP in recent years. 

For instance, the Municipal Development and Reform Commission planned 

to invest 0.84 billion yuan in land expropriation and infrastructure 

facilities for GzSP in 2003. The total amount for all major municipal 

construction projects (30 projects in total) of that year was planned to be 

11.5 billion yuan (Li, 2003). In other words, the proportion for GzSP is 

more than 7.3%. By May 2003 when the land expropriation for 10 sq. km. 

                                                        
46 Ibid. 

47 Ibid. According to the explanation of the official, the land price is decided by 

the Economic Development Bureau of the GzDZ, which is in charge of 

attracting investors to the GzDZ and would balance the estimated tax revenue 

arising from the operation of enterprises and the loss from land sale.  
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was completed, the planned total investment in capital works for GzSP of 

that year is 3.281 billion yuan, which is 52.3% of the total plan for the 

GzDZ of the year. This indicated that investment in GzDZ emphasised on 

increasing the amount of construction land and promoting the supply of 

infrastructure. By September 2003, up to 1.682 billion yuan has been 

invested in the infrastructure for GzSP. Municipal utilities covered an area 

of 8 sq. km. (Li, 2003). 126 enterprises had settled down in the GzSP. Some 

of the enterprises had been on operation with the perspective of achieving 

an output to the value of 7 billion annually (Yu, He and Situ, 2003).  

5.5 Summary 

The cases are evidences of land development expectations and factual 

outcomes under the transition economy. Various players involved directly 

in the land conversion process, producing a picture of dynamic interactions 

between facets concerning land use polices under the transition economy. 

The development of PRNT and the GzSP are both initiated by the 

government. However, development outcomes of the two cases seem quite 

different. By analysing the extent to which the practical outcomes meet the 

development expectations, the effects of land use polices under transition 

economy will be evaluated.  
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Chapter 6  Analysis 
 

6.1 Introduction 

A transition economy is not simply an economy moving from one stable state to 

a more ‘desirable’ state, such as from a planned economy to a market economy, 

or from undeveloped to developed. It involves not only the associated changes 

in the institutional framework that enables any economy to operate, but also 

the important shifts in the economic culture of the old and new actors in the old 

and new systems. Controlling institutional voids that such changes create and 

controlling the way in which economic actors respond to the opportunities that 

institutional voids create is very difficult to engineer and history shows takes 

years (even decades) rather than months. 

Transition economy develops typically with the transition of power in 

development decision-making from the governance to the operational level, 

which has created much ambiguity in the urban process. This chapter 

attempts to deliberate the influence of such uncertainties through evaluating 

the effects of the institutional arrangements on land allocation in China under 

the transition economy. The analysis is based on elaboration of relationships 

and interactions between facets as included in the framework borrowed from 

the Seabrooke and Kent scooping template. In doing so, the chapter first 
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compares theoretically the expectations associated with land use policies 

derived from a planned economy approach and a market economy approach. 

Secondly, it tries to identify the land conversion outcomes of case studies. 

Thirdly, the extent to which the outcomes met the various expectations 

associated is analysed in terms of the effectiveness of land use policies in 

meeting expectations, and the efficiency with which effectiveness has been 

achieved.  

Based on the analysis, the institutional weaknesses in the transitional stage of 

shifting urban development, (and in particular the land conversion process) 

from the planned economy approach to the market economy approach are 

identified. In particular, the study discussed the institutional inadequacies in 

the institutional framework that should enable a) the price mechanism for 

allocating scarce resources (such as land for urban development) effectively 

and efficiently; and b) a method of wealth distribution that counteracts the 

injustice inherent in the price mechanism. 

6.2 Land conversion mechanisms under the transition economy 

Ostensible features in contrast for the PRNT and the GzSP 

Types of investors 

Investors in the PRNT and the GzSP are different in their ways of making profit. 
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The development of GzSP depends largely on secondary industrial enterprises, 

investors on which aim to generate profit through industrial production or 

technological priorities. The PRNT attracts mainly developers who are 

interested in reaping revenue from real estate development.  

Besides transaction costs (including those on professional services), the 

production (transformation) costs in real estate development include mainly 

the land premium and the expenses on practical construction, administrative 

issues and business fees and taxes imposed by the government. Given that the 

costs on aspects other than the land price are relatively fixed for a certain 

project, the profit of real estate development is closely related to the price gap 

between the sold building areas and the original land cost included in it. Many 

developers undertaking business in China find that the key to make big profit 

from real estate development is how to get land of attractive quality at a low 

price. The activities of searching for good land source by real estate developers 

are never ending. Developers will not only rest on land at a fixed location (e.g. 

the PRNT) so long as feasibility studies show projects at other locations are also 

profitable.  

For enterprises involved in manufacturing industries, land price is not decisive. 

The differences of land prices between various industrial uses are usually small. 

So long as a site of acceptable land price and with suitable infrastructure for 
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the proposed use could be found, the manufacturing industries would not 

bother too much to search for other land.  

Absolute land price 

The two cases are also quite different in terms of the absolute prices of land. 

Normally, an investor in GzSP should pay less than 300 yuan for a sq. m. of 

land, whereas those choosing the PRNT would spend around 3,000 yuan for the 

same unit of land (Chapter 5). In other words, land price for GzSP is around 

10% of the prices of those in the inner city. Moreover, the infrastructures of 

GzSP were designed and built to support manufacturing industries. In 

consequence, investors in manufacturing industries are quite ready to accept 

the land in GzSP at such a low price. However, this also means there is the 

possibility for the government to lose money from land sale for GzSP. 

In contrast, the site of PRNT is located at the place designated by the Municipal 

Planning Bureau for a new city centre with absolute predominance in terms of 

location. The permissible land use patterns, i.e. office and residential uses, 

though partly attributed to the location, are also major factors enabling the 

land to receive high rent. Thus, the land price of PRNT is high. In consequence, 

developers interested in PRNT acted more carefully because of big amount of 

money should be paid for the land premium before a project can be settled 

down in PRNT. 
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Difficulties in PRNT development  

Oversupply of land 

Gz saw oversupply of office buildings when PRNT was planned to be a new city 

center soon (Chapter 5). The municipal government also supplied much land 

for commercial housing. Some new buildings for commercial housing were built 

through urban renewal or regeneration. Some were built by enterprises that 

were able to change the land for uses such as industrial or warehouse to 

commercial or residential use. Land supply for property development in Gz was 

substantial during the real estate boom of the whole country in the early 1990s. 

They diversified the limited market demand for commercial and residential 

properties. According to a survey conducted by the municipal real estate 

authority in June 1999, around 27.2 % office buildings were left idle in the 

whole city and hardly any offices could be sold (Guangzhou Urban Planning, 

Design and Survey Research Institute, 2002). The whole country was then 

under macro-adjustment instigated by the national government to cool down 

the development bubble. These became impediments to the development of 

PRNT.  

Large numbers of low-priced land reserved for villages interfered with the land 

market as well. Some land owned by the villages was developed into ‘pooled 

capital properties’ (See Chapter 4). Though illegal in the sense that they were 
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constructed on collectively owned rural land and cannot be sold/circulated in 

the real estate market before the land is turned into state-owned, these 

buildings were attractive for their low prices and usefulness in meeting 

residential requirements. The price of the land on which they were built, which 

was decided through negotiation with the villages, was usually lower than that 

of land transferred to state ownership for authorized urban uses with the same 

quality. Some land was transferred in second hand land market, which was 

more active than first hand market at that time. Many land parcels were 

obtained by speculators and were not really used for real estate development. It 

would be some time before the market could consume the land allocated. The 

existence of irrational competition was harmful to the emerging land market 

and has weakened the power of the municipal government to adjust the real 

estate market through controlling land supply. It was also an obstruction to 

development in new areas outside the built-up area. 

Unstable development plans 

Generally speaking, the land use policy for PRNT changed too much. This is 

first evidenced by the revision of plans, which incurred major amendments in 

terms of infrastructure, lot size, public facilities and land use patterns etc. The 

readiness of development plans to change would easily result in low efficiency 

of land use policies.  
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Gz has no statutory detailed plans to cover all the land with potential 

development value. Detailed plans usually impose constraints on the land use 

pattern of the sites. Land that is not subject to detailed plans becomes a 

potential threat to development projects that are assigned on sites covered by 

detailed plans. Also, existing detailed plans are often not firmly complied with 

because of various reasons. For instance, planning permission for the SP 

project was changed several times. The original development intention of the 

municipal government was modified via interactions between the operational 

level (developers) and the governance level. For some other adjacent sites, no 

plans were prepared for them. Sites with land use patterns and location similar 

to those of the PRNT threaten the development of PRNT. Implicit ‘rules of the 

game’ that are changing frequently have introduced high degree of 

uncertainties and thus high transaction costs. As a consequence, the 

opportunity cost and risks for developers investing in a certain site are also very 

high. 

Greater uncertainty in the urban planning system leaves more room for 

developers to negotiate with the planning authority. There are various ways to 

obtain the land, e.g. administrative allocation through negotiation. Though 

land grant via tender or auction are believed to be ways of obtaining land 

accompanied by low transaction costs, developers who have access to land at 
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low prices may not necessarily enjoy land grant through tender or auction. It is 

because that the developers may obtain land at a very low price through 

negotiation. The saved cost on land premium might far more exceed the higher 

transaction costs caused. Thus, potential developers may search for land at 

other sites instead of inside the PRNT.  

The business experience of SP in China Mainland built up the argument that 

the government operation of a city will have great influence on the business of 

real estate developers. Because of lack of clear reference, the planning 

authorities frequently exercise discretion in deciding individual cases. This 

often prolongs the time required by the procedure, because ‘researches’ are to 

be done especially for the case. This is time consuming and may include 

multiple discussions between the person who handles the case and his leaders, 

and negotiation between various departments involved inside the planning 

bureau. On handling a case, a conscientious planning officer should make the 

final decision cater for the urban master plan or district plans as well as some 

other plans for specific topics (e.g. transportation plan and even some urban 

design schemes for certain area) committed, Some important cases also require 

coordination with other bureaux or committees of the municipal government. 

Thus the term for handling a case would be rather long by including the time 

required for these researches. Moreover, the planning authority has no explicit 
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guidelines to rely on and cannot maintain an attitude firm enough to reject 

‘unreasonable’ requests by developers. In some cases, though the planning 

authority wants to make a decision according to the research results derived 

from technologic analysis by planning professionals, the sound decision is 

often easily modified by comments from high leaders or powerful state units. 

Furthermore, if we look at this from a different point of view, whether there is 

the necessity to give careful consideration to a case would largely depend on the 

judgment of a individual officer. The judgment has considerable relationship 

with personal features of the officer, in particular the quality and relevance of 

his/her education background, professional experience, knowledge fields and 

sense of responsibility as well as personal style in doing such a job. This 

introduces further uncertainties and would finally influence the efficiency of 

urban planning management system. If operation of the city were wholly under 

such uncertainties, the cost in decision-making for the whole city would be 

extremely high.  

Land price 

The land price for PRNT is around 3000 yuan, which is higher than those of 

many other areas of the city proper. This is a price decided based on the market. 

In this sense, market mechanism was really introduced in the PRNT 

development. The need to pay land price indicated that the development 
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process of PRNT is no longer dominated by the national centrally plans.  

Change of land use policy for PRNT can also be attributed to the change of land 

price. The land price was originally decided by the GzLDC representing the 

GzMG and fixed at 3,500 yuan, with special prices for exceptional cases for 

administrative or quasi-government agencies, but was recorded an average of 

2,800 yuan three years later. Without permission from the municipal 

government (on behalf of the state as the landowner), it is impossible to change 

land price. Thus it could be inferred that the municipal government, 

represented by its land management authority, had changed the land price 

from time to time. Whether the original price was a reasonable one is at other 

side of the story. However, the price was established as a component of the 

rules of the game in the development of PRNT. Change of the land price from 

time to time just reflected change of the rules of the game, leading to a 

wait-and-see attitude of potential investors.  

Ignorance of financial viability in planning  

Planning for the PRNT paid inadequate attention to implementation matters of 

the plans. For instance, financial feasibility was not analysed when formulating 

the planning schemes. As a result, the government was unable to acquire land 

from the villages at one stroke or whenever in need because of insufficient 

funding supply. This led to delay of the infrastructure construction and thus 
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could not create a good investment environment for attracting investors 

(Guangzhou Land Development Centre, 1996). 

To sum up, the goal of building a new city center was established by a route 

employed under a planned economy system but actually delivered in a market 

way. However, the goal is largely immaterial to the developers. This indicates 

conflicts of interests inherent in the land allocation system under the transition 

economy. If the land allocation mechanism were efficient under the transition 

economy, it would have been able to shift the burden of urban development 

from the government (state) to the individual. However, the market, driven by 

the price mechanism in resource allocation, had not actively responded to the 

plan. The market would not accommodate the goals established by the planned 

economy system so long as the rules of the game for the operation of a free 

market was not established in the old system. This could serve as an evidence 

of the existence of great friction inside the system in transition from the 

planned to market economy. It shows that the land allocation system under the 

transition economy is institutionally immature and economically 

unsustainable.  
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Stimulations to GzSP development 

Encouragement to concentration of manufacturing industries 

The city of Gz experienced adjustment of industrial structure with the 

development of economy. With the development of tertiary industries, the role 

of secondary industry has been diminishing as partly reflected by decreasing 

area of land occupied by factories inside the inner city. Secondary industries 

moved to areas outside the inner city. In consequence, land use patterns inside 

inner city were also adjusted and land rent upgraded generally to adapt to the 

development of tertiary industries. It is economically inefficient to locate 

factories inside inner cities.  

The governments of Gz and other surrounding cities or towns are encouraging 

concentration of secondary industries through designating certain 

development zones or regions for secondary industries in suburban areas. 

Contrary to this is the diminishing proportion of land occupied by secondary 

industry inside the inner city. In other words, except development zones, 

secondary industries has fewer other options in site-selection comparing to 

other industries such as commercial and real estate development that could 

find their location inside the whole ‘complex’ of the inner city. As a large policy 

region in Gz favoring the development of secondary industries and services 

industries to support them (such as research and development activities), the 
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GzSP is attractive to investors interested in the field.  

Simplified government structure in the development zones 

As illustrated by the GzSP case, delegation of the power of the municipal 

government to the administrative system of its own contributes to the efficiency 

of the government function. Clear rules of the game in land use application 

procedure means lower transactions costs for investors there.  

The system of the ACGzDZ is more independent than normal government 

branches in urban districts for decision-making. As it consists of offices dealing 

directly with business and should not report to many supervisory authorities, 

the formalities and procedures for project establishment are simplified and 

thus the time duration shortened. Other procedures for obtaining development 

permission in the GzDZ, including site-selection, issuance of land use planning 

permit and building construction permit, land expropriation and issuance of 

building construction permit etc. are all handled by the PCAB of the GzDZ.  

The setting of PCAB as the only authority concerning land use in GzDZ is 

generally typical comparing to what at the municipal level or in normal districts 

of the city. There are usually several bureaux supervising affairs concerning 

built environment of the city in the government of municipal or district level. 

Eeach bureau concerning land use merely takes care of a certain part of the 
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whole control procedure. For instance, three separate bureaux at the 

municipality are supervising urban planning, land management and 

environmental protection affairs respectively. Other bureaux will not 

necessarily support the decision of a bureau, though they are all representing 

the municipal government. There were cases that development projects 

officially ratified by the planning authority as being in conformity with the 

planning requirements could not get the land use permits from the land 

management authority in the next step. The simplicity of the structure in 

ETDZs contributes to its efficiency in that it should not encounter the 

difficulties in coordination with different authorities in the field of urban 

construction.  

The compact institutional settings of the government branch for the GzDZ 

enable the system operate with much more efficiency comparing to normal 

districts of the city. It is an attempt to attract investment and fasten the 

development of these special zones through the operation of a ‘service-oriented 

government’. To developers undertaking business in the GzSP, this means less 

uncertainty in process of land allocation and thus low transaction costs. 

Preferential policy area 

Development zones in China introduce different kinds of preferential policies 

for the purpose of attracting capital, especially those coming from foreign 
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investors. Because these are policies that can be enjoyed by enterprises 

‘registered with’ (not ‘located inside’) the development zones, there is a 

phenomenon all over the country that the number of enterprises registered with 

the Administrative Committees of the development zones are larger than that of 

those really settled down inside the zones. Despite potential speculation 

phenomenon, there have been concrete achievements in the development of 

GzSP.  

The GzSP as a development zone enjoys preferential policies for economic 

development. The preferential polices such as reduction of the taxation is 

directly related to lower costs and higher profit, creating commercial incentives 

for enterprises to settle there. The designation of preferential policy area 

indicates the intervention of government to promote urban development by 

adjusting the supply side of the market. 

In spite of these apparent factors, the author argues that the pressure of 

market force on the GzSP development is weaker than that on the PRNT. 

Ostensibly, the land development processes of the GzSP and PRNT are almost 

following the same route, in which the government initiates the overall planning 

for the site and then arranges to organise the land expropriation and 

compensation affairs as well as infrastructure supply so that ripe land is 

offered to land users. However, the similarly established development goals by 
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the government have quite different outcomes. The underlying mechanism 

needs to be further explored.  

 

6.3 Land use policies under the transition economy 

Features of land use policies based on different economic mechanism 

Table 6. 1 Features of land use policies derived from a planned economy 
approach and a market economy approach 

Land use policy Planned economy approach Market economy approach 
General goal Serving the central social and 

economic development goals of 
the central government (in 
particular the economic growth) 

Facilitating utility maximisation of 
individuals 

Land use 
objective 

Supplying land for centrally 
planned projects  

Eliminating externalities arising 
from random land uses initiated by 
individuals 

Mechanism Allocating resources according to 
central plans 

Price mechanism that allocating 
resources to their most profitable 
uses 

Property rights Common ownership Private ownership 

Implementation 
tool 

Administrative commands, in 
particular subdivision of central 
plans according to identified 
social needs and development 
priorities 

Laws, regulations and other 
documents with legal effects such 
as zoning plans 

Policy route Top-down Bottom-up 

Decision-making Governance level Operational level 

Major 
practitioner 

Agencies representing the public 
sector 

Private sectors 

Source: Author 

The planned economy approach and the market economy approach are 

basically different in the mechanisms of channelling resources. The market 

allocates resources through price mechanism, whose efficient operation is 
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facilitated by a set of market institutions or rules. The planned economy has no 

price mechanism in resource allocation. It relies on planning mechanisms to 

assign resources. Based on the fundamentally different resource allocation 

mechanisms, land use policies derived from these two approaches also show 

dissimilar features in many facets (Table 6. 1). 
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Expectations and outcomes associated with land use policies derived from 

a planned economy approach and a market approach 

Table 6. 2 Expectations and outcomes associated with land use policies derived 
from a planned economy approach 

(Guangzhou Science Park as a reference) 

 Expectations Outcomes 
General goal Building a science park to become 

a major industrial base of the city; 

Concentration of new and 
high-tech industries. 

Partly achieved. 

Land use 
objective 

To become a town of high-tech 
industries with living condition 
and urban activities similar to 
normal urban areas; 

Good infrastructures and 
environment. 

New and high-tech industries 
gathered;  

Public facilities not as convenient 
as inner city. 

Time of master 
planning 

1998 Reviewed in 1999 for expansion of 
the site to incorporate a buffer zone 
to save infrastructure investment. 

Implementation 
tool 

Unified planning, unified land 
expropriation, unified 
development, unified land sale and 
unified management. 

Short time duration for land use 
application. 

 

Decision-making The municipality decided the plan; 

Investors make decisions for 
investment. 

ACGzDZ make decision for routing 
management; 

Investors may negotiation with the 
government for flexible time 
duration of the land use rights. 

Major 
practitioner 

Government and industrial 
entrepreneurs. 

Yes. 

Land revenue No expectation for profit from land. No (or negative). 

Progress Completed in 2020. 253 ha of land was granted to 
enterprises with 139 ha 
being/having being constructed by 
2002; 

Land use rights of all acquired land 
had been sold by April 2004. 

 

Source: Author 
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Table 6. 3 Expectations and outcomes associated with land use policies derived 
from a market economy approach 

 
(Pearl River New Town as a reference) 

 Expectations Outcomes 
General goal Building the city of Gz into a 

modernised metropolis 
Certain contribution to the goal 

Land use 
objective 

Building a new city centre mainly 
for commercial and business uses; 

The city centre has not come into 
being yet; Not a single office 
building was completed by 1999 

Time of planning 1993 Reviewed in 1999 

Implementation 
tool 

Unified planning, unified land 
expropriation, unified 
development, unified land sale and 
unified management 

Used 

Decision-making Government decide the land price; 

Developers make decisions for 
investment 

Government decided and adjusted 
the land price; 

Some developers submitted 
applications for changing office use 
into residential use 

Major 
practitioner 

Government and developers Yes; But government investment in 
infrastructures was not sufficient 

Land revenue 10 billion yuan (total estimation) 3705 million yuan (by 2000) 

Progress Almost completed in 2000 Construction on around 1/5 of the 
land parcels sold are completed by 
2010 

 

Source: Author 

 

Land conversion mechanism under transition economy 

Planned economy approach 

With the participation of powerful planned economy mechanism, the land 

allocation process for the GzSP case performed efficiently. There are two ways 

for the government to encourage demand for land by private sectors. On the 



 321

demand side, the government could stimulate land development by making it 

easier for developers to get development permission, the procedure for which is 

usually sophisticate and time consuming. On the supply side, the government 

may adjust the quantity and quality of land resource through deciding where 

they want the development to happen. For the GzSP case, by designating a 

specific region (sort of special economic zone) for new and high-tech industries, 

the government increased the supply of land resource for urban construction 

(in particular new and high-tech industries) in a specific location. Also, the 

government introduced preferential policies including tax incentive, simplified 

land use application procedure etc, to encourage development in the specific 

region. This is adjustment of the market by the government at the demand side. 

This type of planned allocation mechanism differs from the concept of ‘zoning’ 

in the U. S., which aims at regulating random land use activities initiated by 

individuals through designating permissible uses for land in a certain region. It 

is sort of regulatory control over land use in the market. The adoption of 

encouraging land use policies by the government at both the supply side and 

demand side has greatly contributed to the success of the GzSP, which in 

consequence accelerated the conversion of land from rural to urban uses. It 

indicates that the governance level is, as it was in the past when under the 

planned economy system, powerful in distributing resource under the 

economic transition in China. The land allocation system for GzSP is both 
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effective and efficient. Yet this is not driven by a market mechanism. It is in the 

real sense a modern version of the planned system amended with some 

elements of the market by practical operation.  

Market economy approach 

The idea of developing PRNT first appeared in the 15th Master Plan draft scheme 

for Gz in 1993, soon after the establishment of the goals of “catching up the 

‘four small dragons of Asia’ and turning the city into a modernised metropolis in 

15 years” (see Chapter 3 and 5). The PRNT was laid emphasis by the 

government with the aspiration to build it into a modern new city centre. The 

goals set up by the municipal government represented a response of the local 

government to the speech given by Mr. Deng Xiaoping in 1992, which became 

document of the Chinese Communist Party Congress soon later and 

represented the general development polices of the central government at that 

time. Tianhe district, where the PRNT is located, is also a new district in Gz 

developed to meet the needs of the national games. Based on this we can see 

that PRNT was originally the product of the planned system and was 

government-led to achieve the goals of the central plan.  
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Figure 6. 1 Interactions between layers of the institutional arrangements concerning PRNT development 

 
 
Constitutional level   
 
 
 
 
 
Governance level  
 
 
 
 
 
 
 
 
 
 
 
Operational level

Gz was selected as 
the venue for the 6th 
National Games

Distortion of PRNT development Rapid urban expansion eastward 

Municipality set up the goal that 
Gz should catch up the ‘four 
Asian small dragons’ in 15 years 
and be built into an international
city  

Initiation of Tianhe district 
development based on 
construction of sports 
facilities in (1984) 

Central government said Gd should 
catch up the ‘four Asian small dragons’
in 20 years

PRNT 
Plan1993 
(Document 
of legal 
effects) 

Review of 
development 
control plan for 
PRNT (1999-2003)

Decision to built 
PRNT in the 
scheme of 15th 
urban master plan 
(1991) 

Formulation of 
development control 
plan for PRNT (1993)

Review of 
PRNT Plan  
(Document of 
legal effects) 
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As response to the economic transition and the land reform, the government 

introduced comprehensive development for the site so that the land use rights 

could be granted through unified land sale. Land was sold on the basis of 

market value. The planned goals were anticipated to be delivered in a market 

approach.  

Under the transition economy, the planned economy and market economy 

mechanism coexist. As the institutions of market are far from mature, 

quasi-market mechanisms are actually in effect. Unrealistic expectations for 

the PRNT development have led to loss of control over the immature market 

mechanisms. The PRNT was initially planned mainly for development by private 

developers. The government even adopted some special polices for the 

development of PRNT. For instance, name-adding, together with totally 

                                                        
1 This is based on an interview with a government officer from the GzUPB on 26 July 2004.  

2 Ibid. There is no written document bearing explicitly this policy. It was mentioned in some 

meetings of the LGCCLUGz. 

3 Ibid. However, according to the interviews with villager representatives of Xian Cun and 

Nongling Cun conducted in July 2004, the deadline as they knew was at the end of August 

2004 (see Chapter 5). In explaining this, the official from the GzUPB confirmed that the 

officially set deadline is the end of 2004. Maybe the municipal government did not release the 

real deadline to the villagers so that there could be much more pressure on the villagers to 

arrange for their project as soon as possible. In case the villages cannot be ready ‘in time’ (i.e. 

before August 2004), there would be further negotiation between the municipality and the 

villages for a deferred deadline (to sometime before the end of 2004).  
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changing the name of the owner of land use rights (name-changing), were the 

ways frequently followed by land speculators to realise profit from land 

speculation during the real estate boom in the early 1990s (see Chapter 4). In 

1998, the municipal government announced that name-adding and 

name-changing would be forbidden. Though this was not strictly enforced, 

name-adding and name-changing has become difficult and nearly impossible4. 

However, as a special policy for PRNT5, name-adding for land reserved by 

villages involved in the PRNT development was still officially permitted. The 

deadline for villages involved in PRNT development was the end of 20046. In 

other words, name-adding concerning real estate development on the land 

reserved for the villages inside the PRNT would be treated as exceptional cases. 

Furthermore, land use application cases of PRNT would be specially handled 

without the need to queue. Yet, these promotional measures for the PRNT have 

                                                        
4 This is based on an interview with a government officer from the GzUPB on 26 July 2004.  

5 Ibid. There is no written document bearing explicitly this policy. It was mentioned in some 

meetings of the LGCCLUGz. 

6 Ibid. However, according to the interviews with villager representatives of Xian Cun and 

Nongling Cun conducted in July 2004, the deadline as they knew was the end of August 

2004 (see Chapter 5). In explaining this, the official from the GzUPB confirmed that the 

officially set deadline is the end of 2004. Maybe the municipal government did not release the 

real deadline to the villagers so that there could be much more pressure on the villagers to 

arrange for their project as soon as possible. In case the villages cannot be ready ‘in time’ (i.e. 

before August 2004), there would be further negotiation between the municipality and the 

villages to defer the deadline (which should be a time point before the end of 2004).  
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not brought about significant development progress. PRNT attracted fewer 

investors than expected. 

The site for the project of SP, together with other sites in the same district, were 

allocated to the GzCCDHL for achieving the goal of the municipal government, 

i.e. to develop the Tianhe District which had seen rapid development since the 

6th National Games in 1988. As the government allocated the land to GzCCDHL, 

devoting the land into urban uses was the goal of the government for the site. 

However, the land was left used for quite a long time. What the government 

expected was not actually delivered by the operational level inside the proper 

time frame, like the PRNT case we have investigated.  

An evaluation  

Effectiveness entails achieving a state objective. But given the reality of limited 

resources, effectiveness is not enough to evaluate the successfulness or effect of 

a job. Efficiency enters the picture when the resources required to achieve an 

objective are weighed against what was actually accomplished. The more 

favorable the ratio of benefits to costs, the greater the efficiency. “The efficiency 

with which an institution allocates property rights to individuals and groups is 

a function of the distribution of knowledge, resources and transaction cost” 

(Webster and Lai, 2003: p.4). An ideal mechanism of land use should be both 

effective in achieving the development goal of the government and efficient by 
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containing costs incurred as much as possible and conserve limited resources. 

To summarise, the two cases are both stories of development initiated by the 

government. They illustrate the complexity of land use institutions under the 

transition economy. For the PRNT case, the municipal government planned for 

a new city centre without paying much attention to the market situation, but 

attempted to deliver the plan in a market way. The intention of the government 

was largely ignored by the developers. On the contrary, the development of 

GzSP seems quite straightforward to meet the expectations.  

The land use polices introduced in PRNT development is based on a market 

approach. Though it was effective in generating outcomes that meet some of the 

original expectations, it was not efficient in achieving the goals established by 

the municipal government to build a new city centre in the planned time frame. 

In contrast, the land use policies for the GzSP were actually driven by a planned 

economy mechanism. It was both effective and efficient in converting rural land 

into urban uses as planned for the GzSP.  

However, the planned economy mechanism was only efficient in achieving the 

planned development goals for GzSP. Because it was based on preferential 

polices, especially the sacrifice of land premium by the government 

representing the public, it does not imply efficient and sustainable use of 
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resource in the whole city. Conversely, though PRNT development encountered 

great difficulties for the introduction of market mechanism in land allocation, 

the relatively clear ‘rules of the game’ inside it is an attempt of and beneficial to 

the cultivation of market mechanism for efficient land use in the long run. 

Ambiguity and uncertainty introduced by coalition of planned economy 

system and market economy system 

The government introduced market mechanism in the PRNT development. For 

granting of land use rights in the PRNT, the government adopted the policy of 

unified land sale through tender or auction, which created an ‘open market’ to 

a certain extent for the land in PRNT. However, unified land sale is not the sole 

way for developers to obtain land in the city. Developers interested in the PRNT 

would also receive the lure of 1) other sites of the similar location and land use 

patterns that could possibly be granted by the government; 2) other means of 

obtaining land except unified land sale organised by the government. Many 

developers can get around land regulations to obtain cheap land by making use 

of guanxi. They are standing on a starting point different from those of 

developers getting land from the open land market. In consequence, there 

exists a large ‘market of land’ in the whole city, in which the developers could 

have more options. It is reasonable to infer that the motivation of developers to 

hunt for other ‘sources of land’ derives from the large disparity of prices for land 
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obtained through various ways, because transaction costs incurred by land 

seeking activities are higher than those in obtaining land through unified land 

conveyance as introduced in the PRNT development. Developers are only 

concerned about making profit. Why not find land of much lower price with the 

same quality if it is possible, given that the land premium saved could 

overwhelm the increased transaction costs? Thus, I argued that the there is 

great ambiguity and uncertainty in the land allocation system that saw 

coexistence of both the planned economy mechanism and the market economy 

mechanism.  

From the city side, the ambiguity and uncertainty lead to inefficiency of the 

allocation mechanism under the transition economy. The municipal 

government could not reach its goal of developing a new city centre in the 

planned time frame. To respond to the transition toward market economy, the 

government delivered the development goals in a market-oriented way. This is 

specifically reflected by large-scale land sale for PRNT to attract developers, 

which will become builders of the new city centre. However, as the plan for 

PRNT itself was not based on the situation of the market, it set up an 

unrealistic goal for the city. It was because oversupply of office buildings and 

land as the market situation of the city during the same time period was not 

taken into account in plan formulation. More importantly, the institutions 
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supporting the operation of price mechanism were not there to support the 

practical development of PRNT. Various ways to obtain land, among which 

many are through sort of ‘speculations’, indicated unclearly defined rules of the 

game in land transactions. As a result, the market mechanism introduced into 

the PRNT development could not operate as an efficient tool for the 

implementation of the PRNT development.  

Interactions between layers of the institutional framework 

Interactions between layers of the institutional framework during the studied 

period could find evidences in the whole city of Gz. The interactions can first be 

evidenced by the introduction of new policies by the governance level against 

the uncontrolled land market and real estate boom in the 1990s. As a 

consequence of the in-depth reform and the introduction of broader open policy 

by the central government in 1992, and the diversification of land control power, 

a real estate boom commenced in Gz and the whole country in the early 1990s. 

The city experienced serious land speculations and the burst of ‘pooled-capital 

properties’. It saw fast rural to urban conversion during the period of 

1991-2000 with the built-up area being more than twice big in 2000 as it was in 

1991. The overall land supply was unevenly distributed with most of it fell in 

the districts comprising rural areas that have immediate connection 

geographically with the major built-up area of the city. Most areas of land 
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granted during that period were for residential property development. These 

illustrated that the evolution of the constitutional level had led to significant 

urban development outcomes in the whole city. The operational level responded 

actively to the changes at the upper levels. Conversely, the governance level 

sometimes also changed according to situation at the operational level. As 

remedies to the uncontrolled land market, the municipal government 

promulgated regulations for treating idle land and enhancing protection of 

farmland. Macro adjustment over economy was also undertaken in the 

country.  

The interactions can also be illustrated by the PRNT case. When realising the 

goals established under the planned economy system for the PRNT 

encountered difficulties for implementation, the municipal government revised 

the old development plan and adjusted the land price. The governance level 

initiated the Review of PRNT Plan because the actual development of PRNT 

proved to be slower than anticipated. The project indicated reaction of the 

government to the new situation. Many of the considerations incorporated by 

the new scheme are based on how to made the plan applicable in the market. 

The measures suggested by the revised plan focused mainly on how to realise 

the development goal of the PRNT through market mechanism. The planning 

review implied adjustment of the land use policies, in which process factors at 
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the operational level were taken into account in policy making at the 

governance level. The revised plan was formally assessed and announced by 

the municipal government. This action by the governance level confirmed 

changes to the guidance at the constitutional level. Amendments suggested by 

the Review of PRNT Plan have even become elements at the constitutional level 

via legal procedure. 

The interactions were also manifested when villages (representing their 

partners with funding at the operational level) imposed pressure on the 

governance level to ask for higher plot ratio on land reserved for their future 

development in the PRNT case. The villages even asked professional 

consultancies to prepare research report on this to support their requirements. 

It can be argued that the market force became an intervention in the 

decision-making of the governance level for urban development. 

Despite of the swelling power of market from the operational level, the 

governance level might be reluctant to give up its power over urban 

development control. They might describe the aims of city and planning goals 

by planners as the mouthpiece of the municipal government in urban 

development. 

Based on the above, it can be argued that interactions between layers of the 
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institutional framework concerning land conversion are extremely dynamic 

under the transition economy. The emerging power at the operation level 

caused the change of the upper two levels. The governance and even the 

constitutional level are also changing themselves to adapt to the new situations 

of the economic transition in Chinese cities.  

6.4 Weaknesses of the institutional framework concerning land 
conversion under transition economy 

Incomplete property rights 

It is a peculiar phenomenon of the market institution under the economic 

transition in China that property rights of land are incomplete. A mature 

property rights system facilitating the operation of a mature free market has 

not formed yet. Under existing land use legislation system, urban land users 

could use land with costs during a certain period of time. However, they cannot 

obtain the ownership of land. For urban land, the municipal government 

represents the State to exercise its power of control over land. Both rural land 

and urban land are not privately owned, which means the subject of the land 

ownership is implicit.  

Because of separation of ownership and use rights, issues constraining land 

use increase. This has led to a sophisticated process of rural to urban land 

conversion. The potential new land users should deal with not only issues 
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concerning land use permission, but also those of land ownership as the 

precondition. This introduced high uncertainties into transactions over land 

use. In this sense, it can be argued that the speed of the evolution of the 

constitutional level is low and cannot be adjusted to the fast change of 

motivations introduced by the price mechanism at the operation level. 

Also attributing to the incomplete property rights over land, there is the 

‘additional’ procedure for land conversion from rural to urban, i.e. the land 

expropriation procedure. In consequence, the government has to take care of 

issues arising from land expropriation. For instance, the Nonglin Cun in PRNT 

was complaining for the insufficient compensation and welfare provided to its 

members. Disregarding the reasonableness of the compensation policy, the 

government cannot ignore the social welfare problem. Without such 

commitment the government also lost a counter for bargaining with the village 

when it is asking for more, say, more areas of land reserved for the village or 

higher plot ratio for the site. 

The incompletion of property rights over land is not an obstacle to the GzSP, 

however. Because of the separation of land ownership and use rights, investors 

could negotiate with the government for a short term of land use rights, and are 

thus applausive with the land use policies for GzSP. However, this is only 

possible under an incomplete property rights systems in which the state as the 
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landlord could do what it wants to do. It is not good to the efficient operation of 

the price mechanism under a market economy system. 

Imperfect land use legislation 

For developers, it is difficult to have a clear picture of the land use policies of a 

city (see Chapter 4). On the one hand, it is hard to find a clue indicating all the 

legislations concerned. On the other hand, some of the official documents, 

being regarded as components of the legislation system and referred to as 

guidelines by government departments, are not publicised in the public domain 

and thus there is difficulties to get access to them. Besides, with rapid 

economic and urban development, the pace of change and amendment to the 

existing laws and regulations is quick. There is the possibility that the 

stipulation you knew have been changed sometime because of amendments to 

the old one or the announcement of a new document. In other words, you may 

have an out-dated edition of the information concerned without awareness. 

Even if all the legislation documents are in hand, there are “even further 

difficulties in establishing its status and differentiating between the effect of the 

laws and regulations at national and regional levels” (Walker, 1991: p.98). This 

leaves room for the government to exercise their discretion in interpreting the 

policies, and thus leads to uncertainties in decision-making by the investors. In 

order to collect the relevant information, investors should pay high transaction 
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costs to go through the whole process. The frequency of policy change, or in 

other words, changes made to the existing legislation represents the pace of 

change in rules of the game in urban land use. It forms sort of uncertainty in 

decision-making for land users.  

On the side of the municipality, uncertainties create difficulties in governance. 

Because developers do not care about where and how the uncertainties in two 

systems are operating simultaneously, the ridiculously complicated rules of the 

game provide adroit developers with some way to get around with the 

regulations to get cheap land. Because of inadequacy of the legislation system 

requires the reinforcement of discretionary decision-making at the governance 

level, it also creates opportunities for government officials to make mistakes in 

management works, or even go to corruption. 

Unregulated discretionary decision-making 

Because of imperfection of the legislation system for land use, various 

government agencies may, inside their jurisdiction, play a role in the 

decision-making procedure if they are willing to do so, or just ignore their own 

responsibility if they want to escape from the burden of so many tasks. 

Furthermore, public ordering, though as an attempt to reconcile private 

ordering, should eventually rely on individual activities to realise its goal. The 
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personal features of the decision-maker become the ultimate determinant of 

urban land use. The discretionary decision-making is largely unregulated. 

6.5 Summary 

The GzSP development is actually an example of modern adaptation of the 

planned economy to new circumstances. The success of GzSP development 

implies that the planned economy mechanism is still powerful in resource 

allocation process. 

The PRNT case is an example of the full effect of market-led development, in 

which the land resource allocation intended by the market was in conflict with 

the planned uses. Driven by the transition of economy, the decision-making 

process for land use is evolving from a planned to market economy system. The 

transformation is manifested by poor coalition of the two systems. The process 

is not smooth in that merging of the two systems creates substantial ambiguity 

and uncertainty. From the side of the city, there is inconsistence of the planned 

and actual outcome of the development. From the side of developers, there exist 

high transaction costs, which define how much they can modify the 

development rights that the government would grant. The ultimate cause of 

difficulties for the PRNT development lies in the immaturity of the market 

institutions under the transition economy.  
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Chapter 7 Conclusions 
 

7.1 Major conclusion 

The research has been focused on examining the effectiveness and efficiency of 

land use policies under the transition economy in Chinese cities. It took the 

rural to urban land conversion process between 1991-2000 in Gz, China as a 

reference. The study has investigated the physical evidence and institutional 

arrangements associated with land use policies of the city under the transition 

(Chapter 4 and 5). The effects of the land allocation system under the transition 

economy were measured by the factual outcomes of urban development at the 

transforming stage (Chapter 6). 

As a conclusion, the land use policies under the transition economy witnessed 

coexistence of the mechanisms derived from both a planned economy approach 

and a market economy approach. The land use polices at the transforming 

stage are effective in achieving some goals of urban development under the 

transition economy. In particular, it is efficient and successful in 

accomplishing land use purposes both established and implemented under the 

planned economy system. However, it is generally inefficient in achieving the 

development goals established in a planned economy while delivered in a 

market economy approach. The institutional framework governing the land use 
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allocation, though being adjusted along with the establishment of market 

mechanism, is inadequate to handle the changing situation. 

7.2 Research findings 

Land and land use institutions 

Land is a scarce resource with relatively fixed supply. However, the supply of 

land for a certain use can be changed through converting land for other uses 

into this one. In this sense, land conversion is sort of transactions over land 

(Chapter 2). 

Neoclassic Economics and Marxism Economics failed to interpret some 

practical economic phenomenon because transaction process including 

collecting information, negotiating, measuring and enforcing contract is not 

cost-free. Institutional Economics discovered transaction costs, which are 

closely related to uncertainties that exist conspicuously in land and property 

market because of the incompletion of them (Chapter 3). The study has adopted 

the institutional approach for its accepted strength in explaining resource 

allocation.  

Conversion of land from rural to urban uses involves complicated transaction 

processes with high uncertainties and transaction costs. It is greatly 

conditioned by institutions governing transactions over land. Institutions are 
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‘rules of the game’ in market transactions created by human beings to reduce 

uncertainties. They include formal and informal rules for transactions. 

Analysis of institutions concerning land use enables us to predict and facilitate 

the allocation of land resource (Chapter 3).  

The study noticed that the urban process is dependent on active involvement of 

various players with different interests and motivations (Chapter 2 and 3). To 

investigate the structure of land use transactions and interactions between 

facets within the institutional framework under the transition economy, the 

study borrowed the “Seabrooke and Kent ‘scoping’ template for international 

real estate transactions” to classify factors involved in land conversion into a 

nested institution hierarchy. The framework consists of three layers, i.e. the 

constitutional level, the governance level and the operational level (Chapter 3).  

Rules at the constitutional level define the rights and duties of individuals and 

specify the nature and scope of collective authority structures. In the field of 

land use, it typically includes laws and regulations and the property rights 

conditions. They are generally robust and hard to change. The governance 

structures are responsible for implementing national policies at a local level. 

Implementation of development takes place at the operational level (Chapter 3). 
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Land allocation mechanisms under the transition economy 

The market economy system pursues utility maximisation in resource 

allocation (Chapter 2). Under a market economy, land allocation system is 

driven by the price mechanism supported by a set of market institutions. Land 

value is the key issue in decision-making of individual land users. 

The planned economy system regards the interest of people as the most 

important. Under a planned economy resources are allocated through 

administrative power, guanxi, administrative orders, hierarchy of position and 

‘red-headed documents’ etc. The cost of land provision seldom includes a price 

for the land. Resources were allocated according to national economic plans in 

China before the economic reform. No factors of the market were taken into 

account in the land allocation process. This has led to low efficiency in land 

utilisation and a waste of land resource (Chapter 2 and 4).  

Land allocation under the transition economy is driven by both the planned 

economy mechanism and market economy mechanism. The expectations 

associated with land use policies under the transition economy were 

established under a planned system, more specifically via planning 

formulations (Chapter 5). Urban development was government-led to achieve 

the goals established in central plans. The government adopted both the 

planned economy mechanism and market economy mechanism in planning 
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implementation, which has led to quite different development outcomes. By 

comparing the expectations and outcomes achieved in the cases, the study 

found that land use policies derived from a planned economy mechanism is 

both effective and efficient in achieving the goals established by the government 

for urban development (Chapter 5 and 6). Of course, the planned economy 

system for urban development practice saw minor factors of the market as 

adjustments to the new situation under the transition economy. As for 

market-led development, the factual development outcomes proved that the 

land resource allocation intended by the market was in conflict with the 

planned use (Chapter 5). The land use policies deriving from a market economy 

mechanism are not efficient in delivering the planned goals (Chapter 6).  

Interactions inside the institutional framework of land use under the 

transition economy 

China has been experiencing the transition of economic system since the 

introduction of the economic reform and open policy in 1978. Transition 

economy is driven by both of the market and planned economy mechanism. It 

evolves with the transition of power in development decision-making from the 

governance to the operational level. The institutional framework of land use 

policies as itself an originally sophisticated system become much more 

complicated under the transition economy (Chapter 2 and 4).  
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A dominant feature of the economy system in transition is high degree of 

uncertainty resulting from the change or collapse of the old system. The land 

allocation system is not an exception. The study found there are extremely 

active interactions between layers of the institutional framework concerning 

land conversion under the transition economy (Chapter 4, 5 and 6). The 

emerging power of market at the operation level caused the change of the upper 

two levels. The governance and even the constitutional level are also changing 

themselves to adapt to the new situations of the economic transition in Chinese 

cities.  

Property rights and legislation system under the transition economy 

Property rights conditions are major issues at the constitutional level 

constraining land use (Chapter 2 and 3). It is especially the case in China where 

there is no private ownership over land, and rural land and urban land are 

collective-owned and state-owned respectively (Chapter 2). Because only 

state-owned land can be used for urban construction, transfer of land from 

rural to urban uses should first undergo the land expropriation procedure for 

transfer of the ownership rights first. This has proven to be a procedure 

incurring high uncertainties and transaction costs on the one hand, and land 

speculations on the other hand (Chapter 4 and 5). 



 344

Legislations concerning land use policies are in the form of laws, regulations, 

codes and implementing provisions formulated at national and local levels. The 

official literature for land use matters was scarce and fragmented in China in 

the past. The study period of this research saw flourishing of the legislations 

concerning land use policies in China. The rules of the game for real estate 

development were getting clearer (Chapter 4). However, as reactions to practical 

situations, there were frequent adjustments of regulations at both the local 

levels and the national level. Because of the inconsistence and readiness to 

change of these regulations, it is hard to have a full picture of the stipulations 

relevant to land use issues. The extremely dynamic interactions between the 

governance and operational level could be argued a consequence of the 

imperfect legislation system at the transitional stage, which is ambiguous, 

confusing, inconsistent and sometimes see absent of regulations over certain 

fields. This leaves room for the government to exercise discretion in interpreting 

the policies, and contributes to uncertainty in decision-making of investors 

(Chapter 4, 5 and 6).  

Through case studies, the research analysed the extent to which the actual 

development outcomes met the expectations associated with land use policies 

derived from a planned economy approach and a market economy approach in 

terms of the effectiveness of policies and the efficiency with which effectiveness 
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has been achieved (Chapter 6). The definition of efficiency and effectiveness of 

the land use policies under the transition economy is changing, introducing 

great ambiguity and uncertainty to the urban development process. Inefficiency 

of the land allocation system under transition economy is evidenced by the 

extent to which the development outcomes met with the expectations as shown 

by the experience of PRNT development, which witnessed pool performance of 

the government in delivering in a market way the development goals initiated 

under a planned economy system (Chapter 5 and 6). 

 

7.3 Suggestions: How to regain control over land use under the 
transition economy? 

Allocation and redistribution of resources: Roles of market and 

government 

Market for resource allocation  

Production and distribution decisions are made either centrally by small 

number of individuals representing a group, or individually by players who 

have interactions in the private market. There is not evident form of centralised 

economic organisations today, except for those on small scale, such as a 

self-sufficient family enterprise (Frank and Bernanke, 2001). As the principle of 

comparative advantage reveals that wealth of the whole society will increase 
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greatly when each individual devote his effort on a relatively narrow range of 

tasks, self-sufficient economy has been abandoned by modern industrial world.  

Then, each city, state or society should decide how to devote limited resources 

to provide goods and services for all. Resource allocation and distribution are 

two ways in assigning goods and services. The market and the government 

should play different roles in the process. 

The need for exchange of goods and services has made the market become the 

most widely adopted economic system in the world. The great majority of 

economists agree that the market mechanism is efficient in allocating scarce 

resources. However, it is not realistic to anticipate a pure free-market. What 

exist in contemporary world should be described as mixed economics 

combining private and public ordering in social resource allocation. Unless 

constrained by regulations and other forms of non-market interventions, the 

price mechanism drives the price and quantities of good and services towards 

their value at the point of market equilibrium, in which all buyers and sellers 

are satisfied with the quantities of goods and services at the market prices. If 

the market is control by non-price mechanisms, it will out of equilibrium and 

create opportunities for individuals to adjust their arrangements for 

transactions.  
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The market is efficient in resource allocation, for the price mechanism 

facilitates the utilisation of resources with the greatest profit. Owners of wealth 

are entitled to possess the benefit arising from resource utilisation in the 

market. Under such mechanism, private sectors are allowed to generate wealth 

provided the government holds a share of the wealth created. The private sector 

does its best in profit-making, creating the largest economic capitals. Thus, it is 

reasonable to adopt a market approach in resource allocation, specifically for 

enabling the operation of the price mechanism in land allocation. In this way, 

the value of land can be fully realised and devoted to most profitable uses 

provided they are in conformity with the relevant laws and regulations. 

Government for resource redistribution 

Though the market is good in resource allocation for efficiency, it is powerless 

in solving issues about social equality. This will lead to poorer social benefit. It 

is unable to deal with the negative externalities incurred by private orderings in 

a market way. This justifies the role of government in distribution of social 

wealth under the market economy. 

Under the planned economy, resource allocation and distribution are both 

under the command of the government. With the incorporation of market power, 

the government is getting to lose its power of resource allocation. However, it 

should retain or even strength its efficiency in resource distribution, because in 
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respect of social development, inefficiency of the market is better than 

inefficiency of the government for resource distribution. In line with this, the 

government should take up the responsibilities for redistribution of wealth so 

that social equality could be achieved.  

The government plays a key role in establishing a set of institutions that 

facilitate the operation of the price mechanism and the pursuing of social 

equality. In respect of land use policies under the transition economy, existing 

institutional framework should be improved. 

Institutional improvements for land use policies under the transition 

economy 

Market institutions are set of rules that facilitate efficient operation of the price 

mechanism. Transition economy saw the merging of the planned and market 

system. It is not a process that is smooth and can complete immediately. This 

has created plentiful vagueness and uncertainties. The market institutions 

under the transition economy are immature. It has brought difficulties to the 

governance for inconsistence of the planned goals and actual outcomes of the 

development. It also incurred high transition costs to the operational level. 

Social institutions allow what created by the market to be redistributed for 

equality. There are different ways for the government to extract the share for 



 349

wealth redistribution. For instance, taxation is commonly used by the 

government as a tool of redistributing wealth of the society, based on which the 

funding for education, public health, municipal utilities etc. could be settled. 

The tool is in practice in almost every countries, say, taxation on income and 

purchase in the U. K., which is basically similar way but extremely strictly 

enforced in the U. S.  

Though different government may have different standards of social equality, 

resource distribution for the purpose of social equality is not an efficient way of 

resource utilisation. In order to use resource efficiently, the institution 

arrangements should be able to let private sectors do their best under the 

market system by allowing them to generate wealth provided the government 

could hold a share for wealth redistribution in pursuing social equality.  

For transition toward the market economy, it is imperative to create a set of 

market institutions that will facilitate: a) the operation of price mechanism for 

allocating scarce resources (such as land for urban development) efficiently and 

effectively; and b) a method of wealth distribution that counteracts the injustice 

inherent in the price mechanism. The cultivation of market institutions in 

which the price mechanisms can really ‘came into power’ in resource allocation 

should be regarded as the most important issue for land use policies of both 

effectiveness and efficiency under the transformation towards a market 
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economy.  

In the light of the identified weaknesses of the existing institutional framework 

relevant to the land use policies, the existing institutional framework of land 

use policies should be improved especially in terms of the land use legislation 

system and property rights.  

Land use legislation system 

Insufficiency of ‘formal rules’ creates opportunities for land speculations and 

rent seeking behaviours in urban development. A perfect legislation system will 

contribute to both effectiveness and efficiency of the land use system. 

Improvement of land use legislation can be regarded as sort of attempts for the 

moving towards the  ‘Pareto optimality’ because it will surely reduce 

uncertainties for all parties involved in the urban development.  

A perfect land use legislation system requires mutually compatible laws and 

regulations. Laws are hard to change and should be strictly enforced in practice. 

Thus, the government should be serious in making new laws in terms of the 

procedure and the contents. Relevant regulations can be prepared and referred 

to when it is not mature enough to announce the law. As supplement to legal 

documents, it is helpful to publish guidance of land use application procedures 

for information of the public.  
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What should also be mentioned is the preparation of development control plans 

in China. Though preparation of master plans is popular in Chinese cities, and 

even district plans for some large cities such as Gz, detailed development 

control plans do not cover all areas of the city. Detailed plans are usually 

prepared in advance for some important sites that received much attention 

from the municipal government (e.g. the PRNT and GzSP). Maser plans and 

district plans do not include details that are adequate to guide routine 

administrative works. As the existing practice, planning permits are granted 

case-by-case based on considerations over indicative plans submitted by 

developers. It relies largely on discretionary decision-making of individual 

government officials who usually have not detailed plans as a reference. This 

has created much uncertainties for both the government (which aims at 

regulating land use activities) and the developers (which based on their 

indicative plans for project feasibility studies). Therefore, it is imperative to 

prepare detailed development control plans in advance to cover all areas of the 

city. As sort of documents with legal effects, they will contribute to the 

improvement of the land use legislation system. 

Property rights 

The performance of the land market is greatly conditioned by the structure of 

property rights. To achieve efficiency of land resource allocation and urban 
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growth under a price mechanism, it is crucial to have a supportive system of 

property rights.  

Property rights over land are incomplete in China for the separation of 

ownership rights and use rights. The separation of land ownership and use 

rights in land reform enabled the realisation of land value through paid land 

use with time limit. However, the existing property rights system does not 

provide the transfer of use rights over rural land that is collective-owned. In 

consequence, existing land use procedure has been considerably complicated 

to include a step for land expropriation. Though it is not realistic to establish 

private ownership over land immediately, existing property rights system of 

China can be improved in a certain extent to incorporate some essence of that 

welcomed by the market. To reduce uncertainties and transaction costs that 

will incur, I suggested regarding collective-owned and state-owned land as the 

same in the land market. The difference between them as I understand is that 

the revenues arising from the sale of state-owned land belong to the State 

whereas those arising from requisition of rural land go to the villager collectives. 

If the State can impose sort of taxation on transfer of collective-owned rural 

land, the problem can be solved.  
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Changing role of government in resource allocation 

Under a planned economy, urban development relies on resources allocated 

according to plans formulated by the governance level. This means the 

governance level is the place where development decisions really occurs under 

the planned system. It is easier for the government to control the development 

of a city under a centrally planned economy than a market economy because 

under the planned economy, both the allocation and distribution of resources 

are under the command of the central government. The government is just 

adroit to operate under the system.  

Under a market system investments mainly originate from the private sector. 

Decision-making occurs at the operational level. It is extremely active factors in 

the urban development process. Of course, the process may be subject to 

certain intervention from the governance level by means of such as planning 

control. As regulatory intervention by the state, planning control serves as an 

important tool of government intervention adopted to define property rights 

over land to mitigate externalities and market failure in land use. The 

municipal government exercises the power of control over land via the planning 

system. 

In the old planned economy system, urban development is not profit-seeking 

activities and is undertaken by state-owned enterprises. Planning in China 
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adopted basically a top-down approach with the primarily objective of 

implementing and enforcing policies set by the Central Government. Without a 

private land market, land use planning served the function of allocating land to 

stated-owned units according to adopted plans under the planned economy. It 

was not a system designed to control urban development activities under the 

market system, in which developers just care about how to make profit. 

Planners in China had no experiences in dealing with development pressure 

initiated by market forces. While China was developing from a planned 

economy to a market economy, the planning system was not changing at the 

same tempo to cope with the rapid urbanisation and industrialisation process. 

Therefore, the planning system has to change in order to incorporate situations 

at the operational level.  

Under the transition economy in which the price mechanism is incorporated 

into the planned economy system, the government could not function as in the 

past. More specifically, the function of resource allocation should be shifted to 

the market. The government should be concerned about how to create 

institutions facilitating both the operation of price mechanism and the 

redistributed of wealth created by the market for social efficiency. To serve the 

purposes, the government is suggested to take market issues into account in 

policy-making. In particular, the government should conduct market survey 
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before formulating urban development plans. 

Under the transition economy in China, local governments play increasing roles 

in stimulating and dividing development that actually create the urban fabric. 

Developers may do types of developments that are not intended by the 

municipal government. The government should seek harmony between the 

physical and legal infrastructures to ensure developments undertaken by 

private sectors are consistent with the plans and the infrastructures provided.  

Under the planned economy, urban planning concentrated on implementing 

central plans by virtue of distributing in urban space development projects 

funded by the State under the planned economy. The role of urban planning at 

the transforming stage should change from simply serving as a guide to urban 

land use strategy towards a tool for both guiding and controlling urban land 

use. A better planning system is essential to this. Detailed development control 

plans should be prepared and legalised in advance to serve as clear guidance to 

management practice for reducing uncertainties and transaction costs in 

urban development.  

Constraining discretionary decision-making 

The existing planning control system in China depends much on discretionary 

decision-makings, which creates much uncertainties on both the city and the 
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developers. Of course, there is not any land allocation system that has no 

discretion whatsoever. It seems that the really issue here is how to have 

transparence ‘transparency’. All stakeholders should be able to recognise the 

circumstances in which and the basis upon which discretion is exercised.  

One way of doing this is to have very strong public participation.  

Transparency is the nemesis of opportunism and corruption and does not 

occur without a great deal of effort and commitment. Therefore, those involved 

in opportunist or corrupt practices go out of their way to conceal their actions.  

In the absence of powerful institutional frameworks (including powerful and 

predictable enforcement) there is strong incentive for profit-seeking individuals 

to oppose transparency. Responsible investors tend to shy-away from such 

turbulent and opaque markets. They invest their capital only when the rules of 

the game become clear, predictable and, to some extent at least, transparent.   

In a general sense, and bearing in mind the considerable variation in the 

conditions and circumstances relating to development from one city to another 

in China, the institutional difficulties that the research identifies can be 

expected to be repeated time after time unless the rules of the game 

(institutions) are designed to enable development to occur in a properly planned 

manner without the huge pressures that opportunism creates. The risk-taking 

opportunists will move away from those cities that become economically 

mature (e.g. the east-coast cities) and will tend to move west where 
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opportunism can flourish. Hence I expect China to experience a ‘ripple’ of 

opportunist development moving from east to west over the next decade. Then, 

how can we change the system so that the outcome for both the city and 

developers are applausive? It may be helpful to explore other land use control 

mechanisms so that some experiences could be borrowed.  

The British planning system is described as a ‘non-zoning system’ (Evans, 2003) 

or a system that “creates zones without clearly prescribed uses” (Lai, 1994: 

p.90) because of the requirement to nearly all cases to go through the 

development control procedure under the Town and Planning Act (1947). 

Regardless of the ‘titles’ granted to it, it is a discretionary system, as Evans 

(2003: p.203) put it that “there is no general presumption that in designated 

areas particular types of development will be permitted. Almost without 

exception, an explicit permission must be obtained for any development even if 

it is of a kind that the local plan describes as right for that location. Moreover, 

even if a proposed development is in accordance with the plan, there is no 

presumption that it will be permitted, just as it cannot be assumed that a 

proposal that is in conformity with the plan will not be permitted”.  

Section 29 of the Town and Planning Act (1971) conferred a broad discretion on 

local planning authorities to grant planning permission with conditions they 

think appropriate attached. The planning authority was empowered to enter 
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into a voluntary agreement based on negotiation consent for almost anything 

with the developer for major development. The developer may be required to 

concede part of its rights by various means (say, providing additional 

infrastructure or parking lots) so as to acquire the development permission. 

However, the conditions are very limited under the Act. There are provisions in 

the same section for restrictions on exercising this power. The general 

requirement governing this is that the planning authorities have observed the 

provisions of the development plan and other material considerations. It has 

also the fundamental principle that the condition should be imposed for 

planning purposes. There has been reformulation of the tests for defining the 

restrictions to the power of the planning authorities. There are routes for the 

developer to strike down a condition, among which the first one is to 

demonstrate the invalidity of the condition that has breached any of the tests. 

The developer may also appeal to the Secretary of State on the merits of the 

condition so that the condition could possibly be modified or discharged 

according to broad planning criteria.  

The power of planning authorities to impose conditions and to enter into 

agreements when granting planning permission introduced major measures of 

flexibility into development control in U.K. (Grant, 1982). There surely be 

uncertainties arising from such a mechanism. The point is how the discretion 
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of the authority could be fairly exercised. Based on the above, what we can 

learn from the British planning system in constraining discretionary 

decision-making for land use are: a) there should be as criteria for assessing 

the justifications of the decisions, and b) there should be institutions 

supporting the private sector to ‘query’ the decision made by the government, in 

particular that facilitate fair arbitration made by an impartial third party, say, 

the court. Much has to be done for such purposes though, it points out the 

direction for transformation.  

7.3 Topics for future studies 

Due to the capacity of this study and knowledge limitation, I only emphasised 

on exploring the effectiveness and efficiency of the land use policies under the 

transition economy in China. There is still much work to be done on urban land 

use, among which I identified some for consideration of future studies: 

1) This study has suggested the cultivation of market institutions for the 

operation of price mechanism in land allocation, and the government should 

take care of social justice. The study also suggested a market-oriented 

approach in land allocation for efficient land utilisation in the future. However, 

it is still vague at this time to what extent the government should exercise 

control over the market? What is the rational ‘proportions’ for the market and 

the government respectively in such a combination in respect of urban land use, 
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and how? 

2) Interactions between layers of the institutions relevant to land use under the 

transitional economy were investigated in this study. Yet, I found in the process 

of field study that there are much more details and stories about the 

interactions between factors of urban land use at the operational level. There is 

little literature on such stories in China, partly because of the little possibilities 

in getting access to the information, or the considerations of confidentiality. 

Thus this field could be a topic to be studied in the future. 

3) The land expropriation procedure is of much importance in urban land use 

procedure. However, this study described it in a quite simple way. I noticed the 

complexity of the land expropriation process in terms of many facets, e.g. the 

‘assignment’ of transaction costs and interests associated with the procedure, 

practical implementation of the project, stories in the procedure, etc. These are 

research topics worth further studying. 
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under the State Council 
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etc
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