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The Common Prosperity Effects of the Construction Land Quota Trading
Policy: A Perspective of the Urban-Rural Income Gap in County Regions

ZHU Yulong! FENG Shuyi® WANG Bo? FAN Pengfei!

(1. School of Public Administration, Nanjing Agricultural University;
2. China Resources & Environment and Development Academy, Nanjing Agricultural University)

Summary: As a key component of China’s market-oriented land allocation reform, the construction land quota
trading policy plays an important role in advancing common prosperity. In this policy context, systematically assessing its
income redistribution effects and transmission mechanisms provides empirical support for policy refinement and practical
guidance for improving land allocation efficiency and narrowing the urban-rural income gap.

This paper, from the perspective of common prosperity, uses the public choice theory to systematically analyze the
impact of the construction land quota trading policy on the urban-rural income gap in county regions. It employs panel
data from 1646 counties nationwide from 2010 to 2022 and constructs a multi-period difference-in-differences (DID)
model for empirical testing. This paper finds that the implementation of the construction land quota trading policy
significantly reduces the urban-rural income gap in counties with quota outflows. Mechanism analysis reveals that the
policy incentivizes these counties to increase rural investments, manifested chiefly in substantial growth in rural fixed
asset investments and fiscal support for agriculture. These investments enhance rural industrial development, increase
rural residents’ income, and consequently narrow the urban-rural income gap in county regions. Further analysis indicates
that when construction land quotas are scarce within a province, the policy effect is characterized by Pareto improvement,
while in provinces with excess quotas, the reduction in the urban-rural income gap primarily occurs through income
transfer effects. Additionally, the effects are more pronounced in counties adopting agreement acquisition methods and
those in hilly areas. It is recommended to further promote and refine the construction land quota trading policy, fully
leveraging the support and facilitation role of market-oriented land allocation reform in promoting common prosperity.

The marginal contributions of the paper are highlighted in two aspects. First, based on the public choice theory, it
analyzes the construction land quota trading policy from the perspective of market-oriented land allocation reform. It
dissects the specific mechanisms through which the policy fosters a shift in urban-rural resource allocation patterns, thus
narrowing the urban-rural income gap, broadening the scope of common prosperity research. Second, it utilizes large
sample data at the national level, employing panel data from 1646 counties from 2010 to 2022, and constructs a
multi-period DID model for empirical testing, overcoming the limitations of local pilot studies, and more
comprehensively revealing the overall effects and differentiated impacts of the policy implementation, providing robust
empirical support for policy improvement.

Keywords: Common Prosperity; Construction Land Quota Trading; Urban-Rural Income Gap; Market-Oriented Land
Allocation Reform
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