Property Rights and Land Degradation in China
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The take-nome message
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= China has a major land degradation problem
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= The policy response needs to address the cause
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= Secure and well-defined property rights to agricultural land
would:

» Provide farmers with incentives to reduce land degradation (as well
as increased productivity)

* Reduce the costs of government programmes to reduce land
degradation

= U T B T AR P P AUOR R
o BUAR KD BRI (R R4 5D
o P BUR Kk AR - HiB A0 T HE H R T E AR




Land adegradation
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= Soil erosion in 367m hectares
 Nutrient loss = 5% loss of crop yields = USD 700m (1976-89)

e Dust storms = loss of 670,000 ha arable land + 2.35m ha range land +
negative human health impacts

Salinity in 100m hectares
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» |ncreased flood frequency

= Biodiversity loss — 15-20% species threatened
= Direct cost =USD7.7b per annum

* |ndirect cost = USD31b per annum
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= Large population + fragile ecosystems ??
= No ... look to policy causes.
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1. 1949-1978: collectives + production targets (regional
food self-sufficiency) + state monopoly procurement =
short term production focus + no long term incentives

for production or resource stewardship
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2. Household Responsibility System: land use rights
assigned with communal land ownership + ‘sovereign
risk’ + land transfer restrictions = production incentives
+ weak resource stewardship incentives (especially
with livestock)
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Results
R

Land over-exploitation in short term

Little iIncentive to invest In conservation works or
fixed agricultural infrastructure
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= Gains from the transfer of land from low to high
productivity uses restricted

= Property rights matter
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= Recognition of the importance of property rights:
« Extend duration of land use tenure
 User rights can be transferred, exchanged and assigned
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= Address the consequences:

» Conversion of Cropland to Forest and Grassland Programme

(CCFGP) - payments to farmers who change land use covering 20m+
ha

 Natural Forest Protection Programme (NFPP) — logging ban with
modest or no compensation
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= CCFGP:

 Enthusiastic take-up due to improved financial position
of farmers

« Land use changes are profitable to farmers in some
areas even without the CCFGP payments
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= Why weren’t these changes taken up?
o Capital?
e Knowledge?
e AND Iinsecure property rights.
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. Without secure tenure ...
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= [ncentive to grow annual crops not tree crops that take 5-10
years to provide a return

= Less incentive to reallocate labour to off-farm employment
under a ‘use it or lose it’ regime

= Cycle of inefficiency and environmental degradation
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= Without on-going CCFGP payments most farmers
would no longer maintain their tree crops and most
would return to working on-farm
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= Property rights (including more secure tenure and
enhanced leasing rights) needed to ensure long-
term viability of land use changes that protect the
environment
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R Policy cost-effectiveness
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= |ncreasing the CCFGP subsidy increases
participation

= Property rights reform would also increase success
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= 50% participation achieved with:

e CNY370/mu/annum payment WITHOUT property right
reform

 OR

o CNY145/mu/annum payment WITH property right reform
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. Conclusions
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= Chinese farmers have a strong preference for more
secure land property rights

= Concerns that reform would undermine the ‘social
safety net’ offered by land are ill-founded
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= Offers a significant opportunity for economic and
environmental gains

= But property rights reform may not be enough
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= Need policy instruments that are better targeted
environmentally and economically
« Land Use Change Bidding Trial in Sichuan Province
» Funding based on ‘net benefit’ test
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= Email:

= Web:
http://www.crawford.anu.edu.au/staff/jbennett.php
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