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Impact of the Rural Land System Reform on Rural Households”
Income Growth in China: Evidence from

the Three Rights Separation
ZHOU Li* and SHEN Kunrong®

(a: College of Economics and Management Nanjing Agricultural University;

b: Business School Nanjing University)
Summary: The separation of rural land rights ( ownership rights contracting rights and management rights) is a
considerable institutional innovation in the past century since the founding of the Communist Party of China ( CPC) . It has
opened up a new pathway of agricultural and rural modernization and has consolidated the cornerstone of rural vitalization.
As Chinese exploration of the rural land system reform there are two key time points for separation of rural land rights:
establishment and legal clarity. China has formally established a rural land system namely separation of land rights in
2014 which separates ownership contracting and management rights based on the practical experience of local land
transfer since the 18th National Congress of the Communist Party of China. Furthermore the legality of separation of land
rights was clarified by the Law of Peoples Republic of China on the Coniracting of Rural Land (2018 Amendment) . This
system has realized the transition from separation of two rights namely household contractual operation right and village
collective ownership to separation of three rights which introduced land management right and enriched Chinese land
system.

It is important to assess the effects of the separation of three rural land rights in 2014  since the reform of Chinese rural
land system always has a characteristic of policy going ahead of law. Taking the system of separation of three rural land
rights as a breakthrough point this paper examines the impact of the rural collective land property rights reform on the rural
households” income to explore theoretically and assess empirically the land property rights system. The provincial
implementation of this system recorded in PKU Law database allows us employ a staggered differences-in—differences
approach to identify the causal effects of separation of three rural land rights. Based on data ( 2009 — 2019) from the rural
fixed observation sites of the Ministry of Agriculture and Rural Affairs and from China Academy for Rural Development—
Qiyan China Agrivesearch Database ( CCAD) we originally analyze its impact on rural households” income and its
mechanism.

The findings from empirical evidences are summarized as follows. Firstly the separation of three rural land rights had
a positive effect on income growth of rural households and this effect was strengthened after the amendment of the Law of
the People’s Republic of China on the Contracting of Rural Land (2018 Amendment) . Secondly in terms of the mechanism
of new agricultural business entities the system mainly increased households” income through industrial and commercial
capital invested in countryside instead of farmers” specialized cooperatives and family farms. Thirdly a positive effect on
strengthening the collective economy was also found. But the role of village collective organizations in enriching farmers was
limited by their heavy burden. Fourthly from the perspective of rural households the separation of three rural land rights
significantly improved income through increasing their land transfer rent agricultural investment agricultural productivity
and local nonHarm employment. Finally the positive impact of this system on the income of farmers in less developed areas
or with low-income is evident thus reducing the income gap among farmers. In general the effect of the separation of three
rural land rights on income is relatively limited and the income-generating channels of rural households under this system
still remains to be expanded.

This paper makes several innovations. First it is the first research that systematically evaluates the impact of
separation of three rural land rights on rural households” income and income gap. Second this paper analyzes the impact of
separation of three rural land rights on the subjects of land management right ( new agricultural business entities) and the
subjects of ownership ( village collective economic organization) and its further transmission effect on the income of
subjects of contractual rights ( rural households) to explore the synergistic development among the subjects of three rural
land rights. Third in this paper we detail the impact of separation of three rural land rights on land transfer investment
credit productivity and non-farm employment and their transmission effects on income. Fourth the effects of the system
establishment in 2014 and its legal clarification in 2019 are distinguished and compared in this paper. The policy
implication is that China should systematically promote the reform of market-based allocation of factors rural collective
property rights system and agricultural management system in the process of modernization of agriculture and rural areas
and achieve common prosperity for farmers through synergistic development among the subjects of three rural land rights.
Keywords: Separation of the Three Rights; Capital to the Countryside; New Agricultural Business Entities; Collective
Economy; Rural Households
JEL Classification: Q15 Q18 015
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