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BEIJING — Chinese leaders are expected to allow peasants to buy or sell land-use rights for the first time, a step that could draw hundreds of millions of farmers more firmly into the city-centered market economy.

The new policy, which is being discussed this weekend by Communist Party leaders and could be announced within days, would be the biggest economic reform in many years and would mark another significant departure from the system of collective ownership and state control that China built after the 1949 revolution.

Party leaders began reviewing a draft of proposed rural land reform laws on Thursday at their annual planning session, now under way. Policy changes are expected to be announced after the session ends on Sunday, scholars and government advisers say.

The most important change would allow China's peasantry, which by official count includes about 800 million people, to sell land-use contracts to other farmers or to agricultural companies. Some economists say this shift would lead to more efficient land use and allow much larger farms to be established.

The Chinese leadership has long insisted that the country must remain self-sufficient in the production of staple foods, and is highly unlikely to allow farmers to sell land-use rights for nonagricultural development. But if a market for trading farmland developed as expected, peasants could gain a new source of cash income that could help revitalize the stagnant rural economy.

"If all the speculations are true, if senior leadership is going to lift all the restrictions out the door, I'd say this is a great positive," said Keliang Zhu, a lawyer with the China research division of the Rural Development Institute, a Seattle-based organization that has pushed for land rights for the rural poor. "It'll free up the dead capital and allow all this wealth to materialize."

Mr. Zhu added that the change would give China "huge momentum in terms of agricultural development."

Chinese leaders are alarmed by the prospect of a deep recession in leading export markets at a time when their own economy, after a long streak of double-digit growth, is slowing. Officials are eager to stoke new consumer activity at home, and one potentially enormous but barely tapped source of demand is the peasant population, which has been largely excluded from the raging growth in cities.

Average income in rural areas lags far behind the average in cities, giving China one of the starkest income gaps in the world, according to government estimates.

Many farmers work on tiny, state-allocated plots of land for a small fraction of the year, investing little in agriculture. While they are entitled to 30-year land-use contracts, the state retains ownership of rural land, and local officials often seize or reallocate it to suit their development priorities.

Rural land disputes are perhaps the biggest source of social unrest in China. Protests and riots in rural areas number in the thousands each year, according to national police estimates. They are often incited by allegations of corruption and illegal land seizures.

Many farmers leave the land to seek work in cities, but they are still classified as farmers under the country's population control policies and tend to work in low-wage factory or construction jobs on a seasonal basis.

Advocates for land reform say the proposed changes would create more asset wealth for farmers and increase land security, which would in turn encourage peasants to invest in farming and increase productivity.

A law enacted in 2002 allows limited land-use trades between individual farmers, but does not permit unrestricted trade between farmers and companies, straight sales of land-use rights or the option to use the land as collateral to obtain a loan, Mr. Zhu said.

The major state news organizations reported Friday that rural land reform was at the top of the agenda for the plenary session. China Daily, the country's official English-language newspaper, said, "The meeting is expected to make it easier for farmers to lease or transfer the management rights of their land, measures that have become necessary as many farmers move to cities as migrant workers."

Private ownership of land is not allowed under the Constitution, and rural land is still effectively controlled by township- and village-level leaders. Officials characterize the proposed policy changes as allowing the farmers to lease or trade their 30-year land-use contracts to individuals or companies.

The issue remains a delicate one. Many party traditionalists strongly favor collective land ownership. They have argued that China's economy is still not robust enough to absorb hundreds of millions of rural laborers full time. They also defend the system of allocating small plots of land to all rural families as guaranteeing farmers at least a subsistence income.

But repeated efforts to enliven the rural economy without freeing up land have failed, and proponents of moving toward partial privatization appear to have the upper hand.

One point under discussion is whether land contracts should be extended to 70 years from 30 years, scholars say, a move that would give farmers more security and presumably increase the value of their land-use rights.

Chinese leaders have been carefully preparing the public for a major announcement.

On Sept. 30, President Hu Jintao, who is also the secretary general of the Communist Party, made a well-publicized visit to Xiaogang village in Anhui Province, the site in 1978 of a bold experiment in rejecting Maoist-era land collectivization. Since then, the village has been held up as a symbol of rural land reform.

Mr. Hu said at the time that farmers would soon be allowed to transfer their land contracts.

"Not only will the current land contract relationship be kept stable and unchanged over time, greater and protected land contract and management rights will be given to the peasants," Mr. Hu said, according to Xinhua, the state news agency. "Furthermore, if the peasants wish to, they will be allowed to transfer the land contract and management rights in various ways and to develop management on an appropriate scale."

Some farmers are already informally leasing out their land-use contracts. After Mr. Hu's visit to Xiaogang, China Daily reported glowingly that one farmer who took part in the risky experiment in 1978, Yan Jinchang, had recently joined about 10 other households in renting 44 acres of land to a Shanghai company. In 2006, the company built a pig farm on the land.

Mr. Yan, 65, was made the pig farm's manager.

"We raise special pigs that produce lean pork," Mr. Yan said, according to the China Daily. "Our meat sells well in Shanghai, and we are profitable."

From dynastic times onward, control of farmland has always been a central part of the relationship between Chinese rulers and the common people. Rulers are keenly aware of the fact that peasant rebellions related to land use and taxes have overthrown kingdoms throughout Chinese history.

Mao forced farmers into collectives, a move that turned out to be disastrous. In 1978, before the Chinese leader Deng Xiaoping officially announced the start of his bold Reform and Open policy, 18 families in Xiaogang, including Mr. Yan's, quietly decided to divide up communal farmland for personal use. It was the precursor to the land-use contract system that the government later enacted.

But since then, rural land reform has failed to keep pace with urban land reform, which partly explains while farmers have failed to capitalize on the economic gains of the past few decades. China allows urban residents to trade or sell their land-use contracts freely. That right has allowed people to profit from city property in ways that farmers have not legally been able to do.

There is speculation that Mr. Hu has chosen the party's planning session this year to announce the rural reforms in order to link himself in the public eye with Mr. Deng, whose initial economic reforms were unveiled 30 years ago this month.
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A “breakthrough” in land reform? Or a damp squib?

AP Collective ownership, singular toil

THE farmers of Shangmatai township, about 90km (55 miles) south-east of Beijing, near the port city of Tianjin, are waiting anxiously for land reform. According to the peasants, the local government has seized their land to build an artificial lake in order to attract tourists. They say they have received no compensation. Late last year lawyers and academics in Beijing seized on their dispute with officials, among several others, as a reason why peasants should be given clearer ownership rights. “Peasants want to recover the land ownership rights that belong to us,” says a statement signed by 17 farmers of Shangmatai in March.

So far, they have had no luck. Activists say they are kept under surveillance. Several claim to have been beaten by goons hired by local officials. One was detained for 18 days in April. Courts have refused to hear their case and officials have tried to intimidate a lawyer representing them, the activists say.

Their main hope now appears to rest with the Communist party’s leadership. After a meeting in Beijing, the party has announced “breakthroughs” in its thinking about the countryside. A communiqué issued on October 12th by the party’s Central Committee promises “a new upsurge” in rural reform. Some believe that, at long last, the party has recognised that the key to agricultural improvement is land ownership. But such is the secretive way that policymaking works in China that it may be several days (or longer) before news trickles out of what these “breakthroughs” actually amount to. The details, for the time being, are classified.

At the moment, rural land is “collectively” owned but may be leased to peasants on 30-year contracts. It cannot be mortgaged and selling usage rights or buildings can be legally problematic. Urban land, in contrast, though state-owned, is readily traded, with far longer leases.

Chinese academics have long argued that a freer and better-regulated rural property market is essential if peasants are to enjoy more of the fruits of growth. They say it would encourage the consolidation of tiny, inefficient plots of land leased to farmers by collectives and allow peasants to cash in on their land’s market value, enabling them to use the capital to go into business in the cities. Academics also think that a proper land market would protect farmers from indiscriminate land grabs by local officials who often take collective ownership to mean control by themselves.

Of the tens of thousands of peasant protests that occur every year in China, nearly half relate to land grabs, said a report in Caijing, an influential Beijing magazine. Tighter approval procedures introduced in 2006 have simply resulted in local officials forcing peasants to rent their land, instead of seizing it outright. This problem, the report said, was getting “worse and worse”.

This is all the more embarrassing because of the party’s plans to celebrate the 30th anniversary of China’s economic reforms in December. Rural residents are much better off than they were in 1978, especially thanks to the growth of non-farming incomes. But city-dwellers have grown richer even more quickly. Migrants from the countryside to the cities are still largely excluded from urban social-security provisions as well as the subsidised education that city-dwellers enjoy.

President Hu Jintao appeared to signal a new approach by paying a visit in September to Xiaogang village in the central province of Anhui. Xiaogang has an almost totemic significance. Peasants there met secretly 30 years ago and agreed to parcel out communal land to individual households. The party has long hailed this action as the beginning of the end of the disastrous Maoist agricultural system. Optimists thought that by going to Xiaogang, Mr Hu was hinting that something similarly big is once again afoot.

But for all the official hype about the Central Committee recent meeting—of “great, profound and far-reaching significance”, said the People’s Daily—the party remains weighed down by taboos. Two years ago it decreed that 120m hectares must be preserved as arable land to ensure food security. That leaves hardly any for conversion to other uses.

Since the meeting, the Chinese media have reported that the basic principle of collective ownership of rural land will remain unchanged. This means village committees, mostly controlled by party appointees, will surely retain considerable say over any land deals. Some reports have said reforms could start with free trade in non-arable rural land. Guangdong Province in the south has partially allowed this since 2005. But officials in Beijing still worry that the practice could result in swathes of farmland being redesignated as non-arable in order to open it up for sale.

One specific idea the Central Committee has announced is that peasant incomes are to be doubled by 2020. But even this is cautious. It requires an annual growth rate of 6%, about what China expects to achieve this year but down on last year’s 9.5% and less than the 7.1% average since the reforms began. The party’s prescription could amount to more of the same.
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BEIJING — After days of uncertainty, the governing Communist Party on Sunday announced a rural reform policy that for the first time would allow farmers to lease or transfer land-use rights, a step that advocates say would raise lagging incomes in the Chinese countryside.

The new policy, announced by Chinese state media, is a major economic reform and is also rich in historical resonance, coinciding with the 30th anniversary of the land reforms enacted by the Chinese leader Deng Xiaoping, which were considered the first critical steps in the policies that have fueled China's rapid economic growth.

For President Hu Jintao, whose tenure has disappointed some reformers, the new policy seems intended to position him as a worthy heir to Deng.

"The new measures adopted are seen by economists as a major breakthrough in land reforms initiated by late leader Deng Xiaoping 30 years ago," reported Xinhua, the country's official news agency.

Under the current system, farmers are assigned small plots of land. Under the new policy, the government will establish markets where farmers can "subcontract, lease, exchange or swap" land-use rights or join cooperatives. Reform advocates say allowing leasing or transfer would enable the creation of larger, more efficient farms that could increase output.

The fate of the reform program has been uncertain for the past week. Analysts had expected an announcement last Sunday after the conclusion of an important annual Communist Party planning session. But the communiqué released after the meeting made no mention of land reform, fueling speculation that opponents may have derailed the plan.

Critics had warned that weakening the existing system of collective village ownership could deprive peasants of the security of having a piece of land and possibly lead to millions of landless farmers. But the existing system has become rife with corruption, as local officials and developers have illegally seized farmland for urban expansion while paying minimal compensation to farmers.

Signs that the reforms had been approved began to appear during the week. In Chengdu, the capital of the southwestern Sichuan Province, a government land market opened last Monday. On Thursday, a leading Communist Party magazine published an article by one of the country's most senior officials on rural issues in which he said that the party would create a market for transferring land-use rights in the countryside.

Deng's reforms broke up the collective use, if not ownership, of land and created a household registration system that assigned land to individual families to use as they saw fit. Those reforms enabled farm incomes to rise sharply during the early 1980s, even as incomes of city dwellers remained mostly stagnant.

But the later creation of an urban real estate market saw an explosion of wealth in the cities that contributed to a sharp income divide between increasingly affluent city dwellers and impoverished peasants. In recent years, rural protests have become increasingly common as disgruntled farmers have demonstrated against illegal land grabs or corrupt local officials. At the same time, tens of millions of farmers have flocked to cities in search of work, leaving plots of land to be tended by their elderly parents.

Reducing the rural-urban income gap has been a major priority for Mr. Hu, but the gap has continued to widen in recent years, as China has become one of the most unequal societies in the world. On Sunday, Xinhua also announced the party's intention to establish a modern rural financial system to extend more credit and investment into the countryside. Chinese banking regulators have been ordered to establish 40 more rural banking institutions by year's end.

Increasing incomes in the countryside is a major part of the government's effort to raise China's domestic consumer spending at a time the overall economy is slowing. More than 700 million people are still designated rural inhabitants, yet their spending is minimal. Economists say that jump-starting the rural economy is one way to offset the possibility of a recession, as exports are expected to slow because of the global financial crisis.

Huang Yuanxi contributed research.
