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Abstract

The property law enacted on October 1st, 2007 and the rural policy enacted by the third Plenary
Session of the 17t Central Committee of CPC in 2008 impact the socialist market economy in China
seriously, reforming the driving power of the urban planning system from centralized bureaucra-
cy to market force. The law and policy mentioned above legally ensure the equality of property,
especially for the land users whose property can be defined more clearly, and new rights come in-
to being as a result of new economic force. When the non-agriculturalization of farmland takes
place, the land property will convert from a low-value agricultural property to a high-value urban
land property integrated with real estate development, which results in a large flow of property
into public domain and subsequently a great influence on the whole society. Theoretically, the in-
stitutional reform is designed to reduce transaction costs and smooth market activities, however,
as a result of the imperfection of relevant laws and policy, the institutional reform in China instead
inflicts social divisions and unnecessary social externality cost, worsening the situation of farmers,
a vulnerable group and “the Three Agricultural Problems” in China. Thus, this research introduces
economic analysis of property to analyze the problems in the primary land marker in China, and
as a result, the land can be analyzed by the supply and demand curves yet in which the amount of
land property replaces the amount of land as the variable of X-axis, making the quantity of land
variable as general goods. The supply and demand analysis of the primary land market shows the
effects of land expropriation compensation system, agricultural land conversion system, transac-
tion system in primary land market and the policy in real estate market on the primary land
marker in China, among which the land expropriation compensation system has the most impact.
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Figure 1. Factors affecting land
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Figure 2. Relation between property rights and transaction costs
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Figure 3. Relation between property rights, institutions, and transaction costs
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Figure 4. Demand and supply model of property rights
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Figure 5. Demand and supply model of land property rights
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Figure 6. Conceptual diagram of land property rights market
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Figure 7. Demand and supply model of property rights with transaction costs
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Figure 8. Demand and supply model of agricultural land property rights
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Figure 9. Demand and supply model of agricultural acquisition and compensa-
tion institutions
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Figure 10. Demand and supply model of agricultural land transaction institu-
tions
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Figure 11. Demand and supply model of land primary market
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Figure 12. Demand and supply model of housing market
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Figure 13. Demand and supply model of land primary market under price
control
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