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Abstract: Comparing with the Regulations on Administration of the Housing Demolition and Relo-
cation in Cities, the Regulations for the Expropriation of and Compensation for Housing on State
—owned Land (Regulations for Expropriation) has made significant progress. The new regula-
tion’s emphasis on public interest, public participation as well as fair compensation sent a positive
signal illustrating the progress of rule of law in China. By using the analytical instrument of in-
centive compatibility and game theory, this paper conducts an analysis of the Regulations for Ex-
propriation and finds that the appraisal agency plays a critical part in the process. However, cer-
tain parts of the Regulations for Expropriation are vague and the Measures for Real Estate Ap-
praisal in Expropriation of Houses on State—owned Land (Measures for Appraisal) give the ap-
praisal agency a monopolistic position. These will leave significant room for local governments and
appraisal agencies to adopt opportunistic behaviors. This paper conducts an analysis of a few typi-
cal cases as well as 64 regulations drafted by local governments in following the Regulations for
Expropriation and the Measures for Appraisal, including 49 local regulations for expropriation
and 15 local regulations for appraisal agencies. The analysis supports our findings. This paper
concludes that establishing an efficient third— party market of appraisal agencies and providing the
expropriated persons with a right to choose the appraisal agency is one of the crucial parts for con-
structing a harmonious government— expropriated person relationship in a society of rule of law.

Key Words: expropriation of houses, fair compensation, third— party market for appraisal, Regu-

lations for Expropriation
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