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This paper first highlights the importance of reforming different institutions governing collective-owned and
State-owned land in China. The land development rights market in Chongqing is one of the most celebrated
reforms in the country. Traditionally, high transaction costs have rendered many rights market inactive.
Chongqing’s organizational structure and institutions reduced transaction costs and created an active market in pursuit of three policy goals: farmland conservation, integrated rural-urban development, and social
equality. However, according to my systematic analysis of the policy’s design and procedure, achievement of
these goals was suboptimal, if not outright failure. While active government intervention is effective in lowering transaction costs, it also gives the government a considerable influence on the policy outcome. When
rural households are the residual claimant, the government has incentives to sell land rights from locations
closer to the urban center. Government maximizes its gain at the expense of social benefits. Geographically
weighted regression shows this was true in some areas, but not in others. This paper concludes with property
rights reform suggestions.
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Lu Zhou is a PhD candidate from the Real Estate department and Ronald Coase Center for Property Rights
Research in the University of Hong Kong. Her research interests are to understand the interaction among
property rights, land regulations, land market, and municipal fiscal finance in China and the U.S. Her studies
empirically test how transaction costs influence policy implementation and outcome. She enjoys visualizing
and building spatial-temporal models.
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