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Abstract: The existing literature explains well how dual urbanization promotes land development
and spatial expansion in China, but few studies have examined the emergence of state-led and
village-led land development by measuring the urban expansion ratio from the perspective of
institutional arrangements. To fill this gap, this study examines the spatial pattern and evolution of
urban expansion and then explains the institutional dynamics in evolving different spatial forms of
land development in Guangzhou. Among the findings of our research, two important points merit
special attention. First, this study examines the emergence of collective-led and state-led development
in Chinese cities from the perspective of institutions with the support of empirical evidence from
Guangzhou. Herein, urban expansion intensity (UEI) was used to improve urban expansion as an
evaluation index of urbanization speed. Second, the present study developed a theoretical framework
based on land property rights from an institutional perspective to explain the two forms of land
development in the dynamic urbanization process. From a broader theoretical perspective, diverse
spatial forms of land development in Chinese cities contribute to the understanding of urban land
expansion based on an institutional approach. The policy implication of this study is that the speed
of urban expansion will gradually slow with the advancement of new urbanization, and growth
in collective land in the urban area will gradually decrease. Land redevelopment policies and
regulations should be taken into account for collective land in urban areas, which is necessary for
sustainable urban development in China.

Keywords: state-led land development; village-led land development; institution arrangement;
Guangzhou

1. Introduction

Since the adoption of its reform and opening-up policy, China has experienced rapid
urbanization, which has long attracted considerable attention from scholars and policy
makers [1–3]. Over the past three decades, the deepening reforms and increased penetration
of global forces into the Chinese economy have resulted in large-scale land development
across the country [4]. Between 1978 and 2020, China’s resident urban population increased
from 170 million to 901 million, and the urbanization rate increased from 17.9% to 63.89%.
Urbanization in China is a multifaceted phenomenon, involving rapid urbanization in
multiple aspects and processes such as population, industry, and land expansion [5]. Land
development, defined as the change in land form from a natural to a built-up state, is
a major consequence of rapid urbanization in China. In China, rapid urbanization and
the conversion of land from agricultural to urban use is based on two types of land
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ownership, namely (i) urban land owned by the state and (ii) collective land owned by
village collectives [6].

Over the past forty years, two distinct types of urbanization have emerged in China,
namely: (1) top-down urbanization led by urban governments; (2) bottom-up urbanization
led by rural villages [7]. Many studies have characterized urban land development as the
effect of land property rights by referring to the land titling programs in other developing
countries [8–15]. Previous studies have thoroughly explored the historical causes, problems,
and impacts of the formation of the land system on the development of Chinese cities,
and discuss the ideas of urban land reform in China in the future [5,16–19]. The existing
literature explains well how dual urbanization promotes land development and spatial
expansion in China, but few studies have examined the emergence of state-led and village-
led land development by measuring the urban expansion ratio from the institutional
arrangement perspective.

As a mega-city in China’s developed Pearl River Delta, Guangzhou has experienced
rapid urbanization driven by both local government and villager collectives, and so can be
used to compare the changes in state and collective land transformation in the past four
decades. The informal development of urban villages based on collective property and the
formal development based on state property co-exist, which promotes the urbanization
process in Guangzhou. The goal herein is to examine the emergence of these two types of
development in Chinese cities from the perspective of institutions in China, supported by
empirical evidence from Guangzhou. The policy implication of this study is that the speed
of urban expansion will slow in the future with the advancement of new urbanization
and emphasis on ecological protection policies. As urbanization increases, the intensity of
urban growth will slow. A new institutional arrangement for collective land in urban areas
is important for sustainable urban development in China.

The remainder of this paper is organized as follows. Section 2 presents the conceptual
framework and analyzes the institutions and institutional changes in land development
based on key concepts from new institutional economics (NIE). Section 3 presents the
study area and data used in the research. Section 4 presents the findings about diverse
spatial forms of urban development in Guangzhou. In drawing conclusions from these
experiments, Section 5 highlights the understanding of diverse spatial forms of urban
development in Chinese cities based on an institutional perspective.

2. Institutional Perspective on Land Development in Chinese Urbanization

Since Alexander, a large number of scholars have introduced the new institutional
economics into the field of urban planning, which has focused on transaction costs and
property rights theory. The institutional approach to the analysis of transaction costs and
land property rights has been applied in different planning areas such as land use planning,
housing, and land development. It focuses on value capture, land price mechanisms, land
development processes, governance structures for land conversion, and redevelopment
plans [20–23].

The concept of transaction costs can be traced back to Coase’s [24] seminal work, The
Nature of the Firm, and beyond such a limited definition, other scholars have offered a
broader view of the concept [25]. Transaction costs are the costs incurred when economic
exchanges take place [26]. North [27] sees institutions as “the rules of the game in society,
or more formally..., human-designed constraints that shape human interactions and are
seen as a measure of the valuable properties of what is exchanged, the protection of rights,
and the costs of monitoring and enforcing agreements” [28].

The concept of transaction costs indeed has different aspects, and generally refer to the
costs other than those of physical production. The transaction costs in a market are summa-
rized as search and information costs, bargaining and decision costs, and supervision and
enforcement costs [29,30]. Institutions are the product of human creation; they evolve and
are changed by humans. Theoretical analysis must begin with the individual, while, at the
same time, institutions impose ubiquitous constraints on individual choice. Combining
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individual choices with institutional constraints is an important step in the study of the
social sciences as a whole. The interaction of institutions and organizations determines
the direction of institutional change [27]. The central question of human history is how
to understand the great variation in historical change. Institutions play a key role in the
distinction between different types of societies and in the differences in the performance
of different societies. Despite the convergence of development in many countries in the
context of globalization, it is a fact that institutions determine economic performance and
that relative price changes are the source of institutional change. In Structure and Change
in Economic History, the long-standing and widespread phenomenon that property rights
have not led to economic growth is described, and the key to the solution is to explain the
differences between institutions and organizations and their interactions. Organizations
are created to take advantage of these opportunities, and their development will change
institutions [29,30].

According to the Chinese Constitution, the form of land ownership in China is socialist
public ownership, with two forms of property rights: state and collective ownership. Urban
land is owned by the state and rural land is owned collectively. Under this institutional
arrangement, China has two different bundles of property rights, namely, urban state land
property rights and rural collective land property rights. In China, urban government
influence and control over the land market is achieved through a series of institutional
reforms and institutional arrangements. In these cities, the government has a cost minimiza-
tion incentive and the rural collective economic organizations have a profit maximization
incentive. Rural collective organizations do not have direct access to land revenue through
the land market, but only to the revenue from land output [7,31,32].

This dual regulation system creates an unfair and opaque competitive environment
that in turn leads to high levels of non-standard behavior and rent-seeking activity by differ-
ent interest groups. This is the result of China’s gradual reforms, leaving institutional space
for rent-seeking activities in various non-regulated economies [33]. In China, the govern-
ment has intervened in and manipulated the land market through a series of institutional
changes and arrangements. The rural collective economic organizations are motivated to
maximize benefits; they cannot obtain land gains directly from the land market and can
only obtain the proceeds of land output. Rural collective land ownership is not a complete
property right. In the process of urbanization, urban governments enjoy the surplus of
land rent, whereas rural collective economic organizations cannot enjoy it directly under
the existing system but have other ways to obtain this land-rent surplus. Against the
background of dual property rights of land, city governments acquire the land-rent surplus
by expropriating land for urban construction, and rural collective organizations seek the
land-rent surplus via non-agricultural industrialization on land used for rural construction.
These two types of behavior increase the financial incomes of these two types of interests,
and in the context of fiscal decentralization, both are motivated to maximize land-rent
surpluses. The formation of informal space is encouraged by both urban governments and
rural collective economic organizations (Figure 1).

The present study is aimed at understanding this issue better by conducting an ex-
plorative analysis of the evolving land policies and their institutional implications for
recent urban redevelopment in China based on dual land ownership, which provides
an integrated analysis of two seemingly contradictory phenomena in China’s urban de-
velopment in the past four decades. On one hand, analyzing the expansion of state-led
urbanization based on state property and spontaneous urbanization based on collective
property is a useful supplement to studying urbanization in China to analyze more clearly
the complexity and particularity of China’s urbanization. On the other hand, Chinese cities
are emerging in multiple senses: physically, they are growing rapidly as a result of the
country’s rapid urbanization and economic growth [34]. Understanding the two types
of urban land development in this urban expansion has very important implications for
global urban studies. The rise of Chinese cities provides an important experiment for global
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urbanization; it can enrich the theory of urbanization by avoiding the occidentalism of Dick
and Rimmer and rejecting the urban characteristics of the third world [35].
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3. Study Area, Methods, and Data Sources

In the present study, the city of Guangzhou was used to analyze the emergence of
the two aforementioned types of land development in China as the case. Guangzhou is
located in the south-central part of Guangdong Province, through which the Pearl River
flows (Figure 2). It is the economic, cultural, technological, and educational center and
transportation hub of the central city in southern China. The study area included the
districts of Liwan, Haizhu, Yuexiu, Tianhe, Baiyun, and Huangpu; these were chosen to
compare the changes in state land and collective land in the city center of Guangzhou over
the past 30 years.

The main sources of data in the study were Landsat-5 Thematic Mapper remote-
sensing images with seven spectra and a ground resolution of 10 m. From the available
data from the study area, the urban expansion of Guangzhou was monitored for the years
of 1980, 1995, 2000, 2005, 2010, and 2015. Based on the outcomes of land classification,
urban expansion was detected by overlaying multi-temporal LULC (and use and land
cover) maps from 1980 to 2015 (Figure 3).

The urbanization intensity index (UII) has been used widely to measure the intensity
of urban spatial expansion [36]. Instead, in the present study we used the urban expansion
intensity (UEI) to improve the UII as an evaluation index of urbanization speed (see
quantified spatial patterns of urban growth in Guangzhou during 1985–2010 with urban–
rural development transformation):

UEI =
Ui+n

A
× 1

n
× 100% (1)

When UEI = 100%, Ui+n and Ui point to the urban area in the target unit during the
i + n and i time period, respectively; here, n is the time interval, and A is the total study
area, which varies from the total area of the space unit in the UII formula. The Urban
Environment Institute calibrated the average annual rate of urban sprawl across the study
area to ensure spatial comparability of urban sprawl in different time periods [36,37].
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4. Diverse Spatial Forms of Urban Development in Guangzhou

In the 1980s, the construction land of Guangzhou comprised the districts of Baiyun,
Tianhe, and Haizhu, after which time the construction land sprawled greatly east and north,
covering the banks of the Pearl River. After the 2010s, the increased construction land was
distributed discontinuously in the centers of suburbs, taking on leapfrog development
patterns. Comparing the urban construction land and collective land shows that collective
land was in the Baiyun District, and the remaining parts were scattered in other districts. In
contrast, the urban construction land takes up disproportionately almost central locations
of the city ( Figures 3 and 4).
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Yearbook.

The UEI was used to measure the urbanization rate in the study area. From 1980
to 2010, land for urban construction and land for collective construction increased, and
the direction of urban-construction land development was in line with that for collective
construction (Figures 5–7).

During 1980–1990, after enacting the Land Management Act, land tenure could be
transferred, thereby enabling the city to expand rapidly at this time. Moreover, the intensi-
fication of rural industrialization led to land expansion for collective construction. Both
collective land and state land expanded rapidly (Figure 8). In 1990–1995, urban land and
collective land grew slowly (Figure 9).

During 1995–2005, because of the nationwide moratorium on the conversion of farm-
land in 1997 and the systematic revision of the Land Management Act in 1998 [6], the
conversion of land for construction was reduced, but the demand was so great that it pro-
moted the rapid expansion of land for collective construction (Figures 10 and 11). Because
of the introduction of the land auction and hanging system in 2005–2010, government
land finance became an important financial resource, the development of state-owned land
expanded rapidly, and the development rate of collective land decreased (Figure 12). With
the transformation of China’s economic development and the development of new-type
urbanization, the national new-type urbanization plan (2014–2020) requires China’s urban
development to move towards a development path of high quality and efficient land devel-
opment in the future (Figure 13). Urban land redevelopment in economically developed
areas has gradually become an important source of urban land supply. In general, the
process of land expansion was slow during this period.
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The existing literature characterizes urban land development as the effect of land
property rights by referring to the land titling programs in other developing countries [22].
From Chinese urban studies, diverse spatial forms have emerged in marketization [38].
However, it is too early to reach a consensus on land property rights. The relationship
between population mobility and urban land development reveals the unique patterns
and processes of China’s ongoing urban transformation. However, geographers and urban
planners have been preoccupied with addressing the particularities of the demographic and
spatial aspects of urbanization and seldom have an institutional perspective on land [4].

Without considering the dual regulation system in land development, assessing urban
land development is likely to result in biased conclusions. Only when the seemingly
separate and yet closely interrelated phenomena of urbanization (e.g., population mobility,
urban land development, and institutions), land development, and the two types of land
ownership that coexist in China’s land administration system are brought together for
investigation can we understand the evolution and dynamics of China’s great urban
transformation. Further research is needed to show that the dual land-ownership system
is a significant factor that contributes to the rapid expansion of urban land in China. This
present study confirms the need to examine the emergence of these two types of land
development in Guangzhou city from the perspective of institutions.

After China’s reform and opening-up, the belief in international academic circles is
generally that the gradual reform by the Chinese government led to great success and
long-term stable social development during the economic transition period. Gradual
reform is the result of a choice of national political strategy. It is also supported by local
governments, which maximize local government rent seeking by building coalitions of
urban growth to achieve political and economic goals. China’s gradual reform and the
frictions and contradictions of its old and new systems leave institutional space for rent-
seeking activities in various non-regulated economies [33]. The result of any rent-seeking
activity is a waste of social resources rather than an increase in social value [39].

The development of Guangzhou relies on the government’s monopoly system of the
land. The land reform that began in the late 1980s changed the previous system of unpaid
and indefinite use of land. Thus, China implemented two parallel land development
models, i.e., (i) administrative allocation and (ii) paid transfer. Since the late 1990s, the
government-led transformation of the old city and the development of the market have
become the most direct factors affecting urban space.

In rural areas, the land is owned by collectives, and the state enjoys the right to land
acquisition on the collective land. Relevant research shows that the dual land system is
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one of the most important effects on urban development and urban space in China [40–42].
From the perspective of ownership structure, the land use system separates land use rights.
From the perspective of land suppliers, the city government monopolizes the land market
and prohibits collective economic organizations or farmers from directly dealing with
land users. The state will requisition collective land according to construction needs and
convert it into state-owned land before it can trade on land transfer. Driven by profit, the
phenomenon of collective land and administrative allocation of land entering the market
through non-standardized forms has always existed and is very prominent. This paper
analyzes the understanding of diverse spatial forms of urban development in Chinese
cities based on institutional perspective, and helps to understand Chinese cities in terms of
processes and spatial forms.

North [43] believed that it is institutional rather than technical problems that make a
decisive difference in economic growth. The analysis of the expansion of state-led urban-
ization based on state property and spontaneous urbanization based on collective property
is a useful supplement to the study of urbanization in China to analyze more clearly the
complexity and particularity of China’s urbanization. The potential benefit caused by the
system imbalance is greater than the potential cost is the driving force of the system change.

Institutional arrangements are a set of rules of conduct governing specific action
models and relationships, and they can be formal or informal. State power is a series
of systems, legal strategies, implicit exclusions, and inclusive logic practices that govern
the space through state-owned land and collective land systems, household registration
systems, land management laws, urban and rural planning laws, construction laws, and
urban management regulations. However, up to one-third of new development belongs to
the so-called limited property rights [44], where farmers developed housing for sale without
complete national approval in terms of land use and land development rights, which
otherwise have to be obtained through competitive bidding in urban land markets [34].
Therefore, landowners tend to choose the institutional way that pursues higher return at a
lower cost. Thus, the higher transaction costs involved in a formal institutional framework
impede the selection of this structure. In turn, informal land development continues to
expand, despite the existence of prohibitive measures [20].

5. Discussion and Conclusions

China has a unique dual land ownership institution. Although state-led land de-
velopment is dominant, collective-led land development, which has been overlooked in
policy-making, is also pivotal for land development [45]. In academic studies, collective
land is more likely to be developed than that transferred to state ownership, due to the
lower transaction costs and higher incentives for profits [5]. In practice, collective properties
are not incomplete and are unequal to properties of farmers. Thus, scholars proposed some
suggestions for the transfer of collective-led land [46]. The policy implication of this study
is that the speed of urban expansion will slow in the future with the advancement of new
urbanization and the country’s emphasis on ecological protection policies. At the same
time, the growth in collective land in the urban area will gradually decrease. As collective
land in cities becomes an important land reuse resource, new institutional arrangements
should be implemented to develop new urban industries to meet the space required for
high-quality economic development in China.

Many existing studies employ a mixed perspective to provide a comprehensive insight
into the mechanisms of land development. Institutional perspectives highlight the role
of institutions, especially local government, in the process of urban sprawl [47]. Scholars
suggest that land use decisions are driven by land financial incentives, in which local
governments act in accumulating financial revenue [48–50]. China’s rural and urban land
development, as an important case for critical evaluation, has filled the gap in the influential
literature of land development [37,41,42]. Emerging Chinese cities provide evidence for
observing the Global South, which cannot be explained easily by existing urban expansion
theories derived mainly from developed Western countries.
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Adopting an institutional method to the analysis of land development, the present
study examined the emergence of these two types of development in Chinese cities. Three
main points are concluded in this study. First, adopting an institutional approach to the
analysis of land development, this study examines the emergence of collective-led and state-
led development in Chinese cities from the perspective of institutions with the support
of empirical evidence from Guangzhou. Herein, the UEI was used to evaluate urban
expansion as an index of urbanization speed. Second, previous studies have paid more
attention to top-down development led by the government and less attention to bottom-up
development led by rural collectives. The present study developed a theoretical framework
based on land property rights in NIE to explain the two forms of land development in the
dynamic urbanization process. Third, we observed that the expansion of urban land in
China is the combination of the two forms of land development in the process of China’s
rapid urbanization. Collective land is occupied by villagers and becomes an important
force to supplement the development of cities’ land, which develops a market-oriented
development model in a relaxed institutional environment, mainly owned by collectives in
urban villages. Understanding the two types of land development in urban expansion has
very important implications in China. Our research finds that the rate of urban expansion
will gradually slow with the launch of the new urbanization strategy and new additions
of collective land in urban areas will gradually decrease. Land redevelopment policies
and regulations should be taken into account for collective land in urban areas, which is
necessary for sustainable urban development in China.
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