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The Institutional Change of Urban and Rural Construction Land from the
Perspective of a Unified Market: Based on a Life Cycle Model of Incomplete
Property Rights

Lin Chao

Abstract: Based on Bazel’s “public domain™ and Demsetz’s “property defect”, this article constructs a theory of incomplete
property rights and a life cycle model of incomplete property rights. Based on that theoretical framework the study analyzes the
changing public domain of incomplete rights with the institutional change of state-owned construction land, collective profitable
construction land and rural residential land. It concludes that the level of incomplete property rights of state-owned construction land
is lowest among the three. However, the usage is restricted by the system of a unified land supply and annual land plan. The level of
incomplete property rights of collective profitable construction land is medium. Land acquisition and restriction of land use have
provided wrong incentives for greater efficiencies in the collective profitable construction land. The level of incomplete property
rights of rural residential land is highest among the three. Its development to a system with complete property rights is restricted by
its collective membership and its basic social function. Given the differences among the three types of land reform in the scale of
public domains, level of incomplete property rights and attributives of public domains, the study concludes that the establishment of
a unified market of urban and rural construction land is a long-term process in which public domains should decrease gradually and
complete property rights will be realized progressively.

Key Words: Land Market; Urban and Rural Construction Land; Public Domain of Property Right; Incomplete Property Right
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