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Urban - rural Integration

Problems and Solutions of Protecting Rights and
Interests of Land-expropriated farmers during
Urbanization_—a case study of Henan Province

CHEN Jian”

School of Economics and Management, Xinyang Normal University, Xinyang 46400, China

Abstract This paper discusses existing problems in protecting rights and interests of land-expropriated farmers’ during urbanization, such as those
farmers’ failure to obtain benefits from land increment, difficult employment and imperfect social security system. Reasons for losses of farmers’
rights and interests mainly include defects in land management and expropriation system, and uncoordinated development of urbanization and indus-
trialization. However, the basic reason is urban and rural dual economic structure. On the basis of these situations, it puts forward solutions to pro-
tecting rights and interests of land-expropriated farmers. let land-expropriated farmers share land-increment benefits from land marketization; estab-
lish effective employment security system and perfect social security system, to make land-expropriated farmers share supply of public goods equal
between rural and urban areas, and realize the inclusive growth balancing urban and rural areas.
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Since reform and opening up, China has entered the rapid
development period of urbanization. According to statistics, for
each percentage point addition of urbanization, there will be 10
million rural people losing land, then it expedites the emergence
of a huge group, land-expropriated farmers. Farmers losing
land will lose various guarantees, such as living, employment
and retirement. How to protect rights and interests of land-ex-
propriated farmers becomes new challenges faced by govern-
ment in the new period. All parts of the country have made
hard exploration and gained precious experience, but the prob-
lem of protecting rights and interests of land-expropriated farm-
ers is not solved fundamentally. Henan Province is a large agri-
cultural province with large population, so it can provide some
helpful experience and enlightenment for solving problems of
protecting rights and interests of land-expropriated farmers dur-
ing urbanization.

1 Problems of protecting rights and inter-

ests of land-expropriated farmers

1.1 Monetary allocation: farmers’ failure to obtain land
increment benefit due to low compensation standard At
present, the major way of compensation adopted in land expro-
priation in Henan Province is monetary allocation, or specifically
providing direct economic compensation for land-expropriated
farmers. According to 45 reports issued during January to Oc-
tober of 2010 by Henan Provincial People’s Government for ap-
proving land expropriation, the price of land expropriation is
generally 0.375 million to 1. 17 million yuan/hm®, and the ma-
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jority is in the range of 0.6 million to 0.75 million/hm*. Howev-
er, the amount distributed to farmer households is basically
less than 80% , the rest will be reserved by township govern-
ment or village community.

The compensation standard for land expropriation is not
consistent with " actual value" of land. The current compensa-
tion standard for land expropriation adopts Article 47 of the Law
of Land Administration of the People’s Republic of China, " the
maximum subsidy for resettlement for cultivated land requisi-
tioned per hectare shall not exceed fifteen times of the average
annual output value in the three years prior to the requisition;
the total of land compensation fee and subsidy for resettlement
shall not exceed thirty times of the average annual output value
in the three years prior to requisition of the land". For exam-
ple, if the average annual output value in the three years prior
to the requisition is 22 500 yuan/hm’, the compensation fee
shall not exceed 675 000 yuan/hm’. Besides, land expropria-
tion fails to consider location and supply-demand situations of
land, as well as application and market value, so this is ex-
tremely unreasonable. Government takes the expropriated land
to market for auction, the value will be multiplied and greatly
higher than the compensation amount for farmer households.
For example, in 2010, the land compensation in western new
area of Kaifeng City is 825 000 to 1 050 000 yuan/hm®, while
the average auction value is 8 250 000 yuan/hm?, showing an
increase of seven times after commercialization. Nevertheless,
such seven times of profit fails to reach hands of farmers. Only
a little is used for infrastructure construction, a larger part is
taken by government as financial revenue, and the compensa-
tion for farmers may only satisfy farmers’ basic living.

1.2 Employment: there is still no fundamental change of
difficult employment and no effective employment protec-
tion mechanism for land-expropriated farmers In the
course of urbanization, once farmers’ land is expropriated,
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some of them will be inevitably changed to landless and jobless
farmers without income, which is extremely easy to result in so-
cial chaos. Henan Provincial Government always stresses em-
ployment security of farmers. To solve basic living and long-
term livelihood of land-expropriated farmers and safeguard their
lawful rights and interests, in accordance with Notice of the
General Office of the State Council on Relaying Opinion of the
Ministry of Labor and Social Security for Instructing Work on
Giving Occupational Training and Social Security to Farmers
Whose Lands are Expropriated ( General Office of State Coun-
cil No.29 of 2006) , Henan Provincial Department of Labor and
Social Security, Henan Provincial Department of Land and Re-
sources, and Henan Provincial Department of Finance jointly is-
sued the Opinions on Providing Employment Training and So-
cial Security for Land-expropriated Farmers (Henan Labor and
Social Security No. 19 of 2008) in 2008, and took the land-ex-
propriated farmers into the unemployment registration system
and urban employment service system. Government at all lev-
els also makes relevant exploration in accordance with local
conditions, to provide employment guidance, vocational train-
ing and job introduction services. In general, it adopts the prin-
ciple of " land user responsible for arranging jobs" , so jobs of
some land-expropriated farmers are provided by land users.
For example, among the 17th batch of land for urban construc-
tion of Shanggiu City in 2009, the land users arrange jobs for
117 persons, amounting for 22. 4% of the total farmers who
need job arrangement'"’ | but this proportion is not high. Since
farmers have low educational level, they generally have to be
engaged in transportation, handling, cleaning and security
jobs. Such jobs offer small wages and are not stable, so there
is still a big gap between farmers’ expectations of " citizen treat-
ment" . Therefore, the situation of difficult employment is not
changed fundamentally. Financial departments at all levels allo-
cate partial funds to provide vocational skill training for land-ex-
propriated farmers, but those farmers do not have great enthu-
siasm for participating such training. In addition, there is no ef-
fective employment security mechanism for land-expropriated
farmers by now.

1.3 Social security: current rural social security system
fails to attract land-expropriated farmers and no perfect so-
cial security system yet Henan Provincial Government atta-
ches much importance to social security works, and has formu-
lated document Henan Labor and Social Security No. 19 of 2008
to provide opinions on pension system, medical care, unemploy-
ment and minimum living security system. For example, in land-
expropriation scheme approved by Henan Provincial Government
in October of 2010, Yucheng County, which has the lowest social
security compensation, reaches 63 000 yuan/ hm*™ | and the
highest one is Zhoukou City (132 000 yuan/ hm?)"®!. Those
play a certain positive role in safeguarding living of land-expro-
priated farmers.

However, in the implementation, there are many prob-
lems. In the first place, the social security compensation is too
low. From existing documents, it is known that the social secu-
rity compensation for 135 000 yuan/hm? | which is put into indi-

vidual account of farmers’ social security fund for individual pay-
ment part of farmers’ pension. The payment criteria = monthly
receiving amount x 12 months x 15 years, so the payment
criteria has a positive correlation with receiving amount. Al-
though the proportion of farmers paying is generally not higher
than 30% , farmers can only draw 100 to 200 yuan each month
after they are 60 years old. From this point of view, the social
security compensation provided by government is too low, and
it only guarantees the minimum living of land-expropriated farm-
ers. What's worse, under the influence of expected inflation,
many farmers want to receive social security compensation di-
rectly. In the second place, current social security policies
mainly provide endowment insurance for land-expropriated
farmers, so it is just " living guarantee" system, not or less in-
volve education, medical care and unemployment and other se-
curity measures or the implementation effect is minimal. There
is still a long way from the " social security" with equality, wel-
fare and mutual assistance as essential features. For land-ex-
propriated farmers, there is still no perfect and effective social
security system.

2 Analysis of reasons for losses of

farmers’ rights and interests

2.1 Defects in land management and expropriation sys-
tem are major reasons for problems of protecting rights
and interests of land-expropriated farmers For historical
reasons, China adopts public ownership of the means of pro-
duction, including state ownership and collective ownership.
For the land owned by the state, laws clearly stipulates that
government exercises the ownership on behalf of the state; for
collective land, there is not such stipulation, however, the own-
ership only belongs to the collective and individual farmers do
not enjoy the ownership. As a result, the subject of ownership
is not clear and definite, then the effective management and
supervision land owners can exercise become virtual according-
ly. Consequently, virtual essence of subject of collective land
ownership leads to vacancy of ownership of collective land™’.
At this policy background, individual farmers contracting collec-
tive land will only enjoy right of use, and income right, but no
right of disposition and ownership. Therefore, in the transaction
of collective land, farmers are passive and will certainly be in
disadvantageous position. In the real land expropriation, collec-
tive land may not be sold at free market until it is sold to gov-
ernment and becomes state-owned land. In this situation, gov-
ernment monopolizes purchase and sales of land market, indi-
vidual farmers have no right of pricing in the transaction of col-
lective land, so they have to accept price fixed by government.
Then, the compensation price for rural collective land will be not
high, and its value will be greatly lower than that at the free
market. It proves that defects in land management and land ex-
propriation system are major reasons for land-expropriated
farmers’ failure to receive protection of rights and interests.
2.2 Uncoordinated development of urbanization and in-
dustrialization is a major reason for problems of protecting
rights and interests of land-expropriated farmers The ur-
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banization course in developed countries indicates that the ur-
banization is the result of industrialization, so the urbanization
should move forward along with progress of industrialization,
rather than through artificial intervention®. However, there is
Forging Ahead Strategy in the development of urbanization in
China. It spent just 30 years in reform and opening-up, while
the western capitalist countries took over 200 years. Compared
with western countries, China’s urbanization level is uncoordi-
nated with industrialization level. The urbanization level ex-
ceeds industrialization level. In other words, the improvement
of urbanization level is not based on constant increase of jobs
provided by industrialization, and many cities do not have enor-
mous capability of receiving employment. As a result, many
land-expropriated farmers fail to obtain adequate and effective
employment. China’s urbanization has turned into " land urbani-
zation" , rather than " farmers really becoming citizens" . At the
same time, due to uncoordinated development of urbanization
level and industrialization progress, land-expropriated farmers
fail to enjoy various social welfare facilities, public goods and
services as other citizens, leading to problems of protecting
rights and interests of land-expropriated farmers.

2.3 The urban and rural dual economic structure is the
basic reason for problems of protecting rights and inter-
ests of land-expropriated farmers Due to historical reason,
China implements dual economic structure of separate adminis-
tration of urban and rural areas for a long time. In this econom-
ic structure, it adopts city-oriented strategy with agriculture sup-
porting industry and rural areas supporting urban areas. Objec-
tively, this leads to big gap between countryside and cities, and
issues concerning agriculture, farmers and rural areas can not
be solved fundamentally. In recent years, Henan Province has
made great efforts in solving the problem of urban and rural
economic structure, but the long time accumulation effect and
" path reliance" make the dual structure still exist. Currently, it
is mainly manifested in unbalanced supply of education, medi-
cal care, pension and employment. Farmers contribute cheap
land and labor forces for industrialization and urbanization, but
they fail to obtain value-added profits of land market, nor obtain
adequate social security. In other words, there is no complete
change of distribution policy and system biased towards cities,
so land-expropriated farmers fail to enjoy achievement of re-
form, but have to bear cost of urbanization and industrializa-
tion, which is obviously unfair. The urban and rural dual eco-
nomic structure is the basic reason for problems of protecting
rights and interests of land-expropriated farmers.

3 Solutions to protecting rights and inter-

ests of land-expropriated farmers

3.1 Perfecting the property system of rural collective land
to let land-expropriated farmers share land-increment ben-
efits from land marketization As to reform of property sys-
tem of rural land, there are two types of opinions in China. One
is adhering to nationalization of rural land, and the other is pri-
vatization of rural land. The dispute of these opinions is in-
creasingly intense along with expansion of urbanization and

problem of protecting rights and interests of land-expropriated
farmers. In fact, the key is not public or private, collective
owned, or state-owned. In stead, it lies in the ability of imple-
menting property right. In other words, the key lies in the in-
come right and right of disposition™ . However, the existing in-
stitutional arrangement makes collective land ownership incom-
plete, and farmers do not have the right of disposition. Govern-
ment has to turn the collective land into state-owned land in
simple administrative means. In fact, this is unequal transac-
tion of property right.

Therefore, it is required to perfect relevant laws to ensure

integrity of property right of rural collective land and equality of
property right of state-owned land, to narrow the gap of bene-
fits resulted from duality of these two types of property right.
The key is to providing farmers with the right of disposition of
collective land. This right of disposition is not the right to dis-
pose collective land at will. It is just to provide farmers with
more discourse right when their land is expropriated, instead of
the unfair and administrative order in the past. Without chan-
ging land application, nature and planning, the right of disposi-
tion can raise farmers’ position in the negotiation with govern-
ment or other parties during land transaction, and negotiate at
the price close to or equal to price at the land market. This will
avoid the problem of too low land pricing, and make land-ex-
propriated farmers share benefits of land value increment.
3.2 Creating employment opportunities and establishing
effective employment security mechanism for land-expro-
priated farmers China’s urbanization course is the course of
turning farmers into urban citizens. The key to achieving this
purpose is to solve their employment, especially those whose
land is expropriated. It is also the implication of urbanization to
create employment opportunities and establish effective em-
ployment security mechanism for land-expropriated farmers.

To begin with, government should make efforts to provide
job opportunities for land-expropriated farmers. At the present,
on the basis of the principle of " land user responsible for arran-
ging jobs" , government should take the opportunity of industrial
stricture adjustment, carry on the industrial transfer between
eastern and western areas and between developed and less
developed areas, develop the labor-intensive industries with low
access threshold and low technical contents, and preferentially
provide jobs for land-expropriated farmers. At the same time,
government should encourage land-expropriated farmers to ac-
tively participate in various types of export of labor services, to
expand their job opportunities in foreign countries.

Next, government should strengthen the construction for
information disclosure system of labor market. Government
should enhance information service of labor market, establish
the information disclosure system of labor market, smooth the
channel between farmers and labor market, and promptly dis-
close demand information of labor market, and solve the prob-
lem of information asymmetry.

In addition, it is required to strengthen construction of labor
training system. Most land-expropriated farmers have low edu-
cational and skill level, so they have great difficulties in finding
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jobs. Therefore, it is required to establish and perfect educa-
tion and training mechanism, to improve their scientific and cul-
tural quality, enhance their labor skills, and create conditions
for finding jobs. Government should also arrange different train-
ings according to educational level and ages of farmers, and
provide more jobs for land-expropriated farmers as far as possi-
ble. Meanwhile, government should strengthen its support and
allocate special funds to subsidy education and training of land-
expropriated farmers.

Finally, it is required to create institutional environment fa-

vorable for employment of land-expropriated farmers. Govern-
ment should respect farmers’ spirit of creation, abolish institu-
tional obstacle to their employment, and create the institutional
environment to encourage and support farmers’ employment
and starting an undertaking. For example, it is proposed to
perfect laws and regulations of labor market, safeguard lawful
rights and interests of farmers, let land-expropriated farmers
have equal status with citizens in household registration sys-
tem, their children receiving education. Besides, it is necessa-
ry to establish employment management system in accordance
with urban and rural construction requirement. For those land-
expropriated farmers who prepare to start an undertaking, gov-
ernment should provide preferential taxation and financial sup-
port, and set up reemployment support fund for land-expropria-
ted farmers. Furthermore, it is recommended to integrate ur-
ban and rural employment market, perfect employment service
facilities, and establish integrated, equal and orderly urban and
rural employment market system, in the hope of promoting
smooth flow of land-expropriated farmers between countryside
and cities.
3.3 Raising social security standard and perfecting social
security system for land-expropriated farmers In devel-
oped countries, the general method is to set up social security
fund and establish perfect social security system for land-expro-
priated farmers. This is favorable to reducing risks faced by
those farmers and promoting social stability and development.
Currently, in the course of China’s urbanization, it is urgent to
establish perfect social security system for land-expropriated
farmers.

In the first place, it is required to set up special account of
social security fund for land-expropriated farmers and constant-
ly raise the social security compensation standard. Fund raising
plays a key role in development of social security. To make the
raised fund smoothly provide various types of security for land-
expropriated farmers, the practice of social security system
must satisfy following conditions: fund raising method must be
suitable for local economic conditions; fund raising channels
must be smooth and diversified; and the raised fund should be
able to satisfy demands of social security. If the fund raising
channel is not smooth, the capital source will be unstable, the
social security for land-expropriated farmers will not be imple-
mented, and multiple-level security and assistance will not be
carried out”’. To guarantee capital source, government should

set up special account of social security fund for land-expropria-
ted farmers, guarantee specific fund for specific purpose and
ensure that the fund can meet the demand of land-expropriated
farmers for social security. In this situation, government should
increase inputs in social security fund and constantly raise the
social security compensation standard for land-expropriated
farmers in accordance with economic development.

In the second place, government should perfect the basic
old-age pension system for land-expropriated farmers. This in-
cludes improving levels and quality of the endowment insurance
system, raising the standard of receiving the endowment insur-
ance and expanding the coverage of endowment insurance.

Besides, government should perfect the basic medical in-
surance system for land-expropriated farmers. These farmers
should be allowed to participate in basic medical insurance for
rural residents or medical insurance for urban residents. Gov-
ernment, collective and individual jointly pay insurance premium
and share risk. And at the same time, it is required to expand
the reimbursement scope and raise the compensation ratio for
medical insurance of land-expropriated farmers.

At last, it is required to establish and perfect unemploy-
ment insurance and other security systems for land-expropria-
ted farmers. After those farmers are urbanized, government
should incorporate them into the scope of unemployment insur-
ance for urban employees, make them enjoy such security as
unemployment insurance, and provide them equal treatment as
real citizens.
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