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Abstract

  This paper investigates the policy devolution process in China by reviewing the marketization of urban land. Urban land market was first introduced in 1987 in Shenzhen Special Economic Zone by a land auction. This paper traces the subsequent process of formulating an urban land market model for adoption nationwide. The paper examines the gradual process, moving from authoritarian state control to society utilization.

  The paper explains the initial state's justification for the ideological shift and theoretical re-interpretation on land ownership and value. The state insists that land, a state-owned means of production, a Marxist axiom, during the Socialist period, remains unchanged. The use of land by the non-state sectors is to be compensated, but this principle is contradicted to the Marxist theory of value, to which land by itself has no value. The introduction of transfer fees of land use from the state to the society was worked out in theory and the practice, by adopting the Hong Kong land lease system.

  The state then proceeded to structure a land use transaction system within the new ideological and theoretical parameters. For local government, land rent was a rare additional non-tax revenue. Setting up objective principles for land pricing and fees in order to maximize state revenue was attempted. In practice, the state was the monopolistic supplier thus controlled all land transactions and prices. The local government retains total control on land transaction, but discovered the absence of land use regulations, multiple ownership, incomplete land site documentation, and lack of institutional and professional support deterred the market. The construction and re-formulation of these institutional mechanisms were the pre-requisite for social consumption of land.

  In land transaction negotiations, local governments use the process for land development control. Bureaucratic preference on urban activities and bias on land use distorted the market with irregular land contracts and fees. The un-certainty and un-predictability discouraged most land buyers, interrupted and damaged urban development. Foreign investors and land developers were the main customers, as they had greater resources and bargaining power. The recognition of the role of the society as the urban land market client led to the realization of the necessity to provide an objective and equal opportunity for potential land buyers. The state learnt the importance of an open land market protected by law and institution as the corrective and regulatory devices for fair social assess to land. While recognizing the importance of offering land for the entire society, the local bureaucrats' privileged position and the government's ability to control land development prevented any change of the negotiated sales system.

  The urban land market has been devolved from total state control to society participation, and it has gradually opened to the society, but only partially. Whereas the access is limited to the resource-rich and powerful segments of the society, the majority of the society remains outside the market.
