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Urban Land Expansion in China’s
Economic Growth

Ding Lu*

1. Introduction

China has achieved rapid economic growth over 9% per annum over the past
three decades. An indispensable dimension of this hyper growth is a fast process of
urbanization. From 1980 to 2007, while per capita income shot up nine times,
urbanization rate, measured by share of population living in urban areas, rose from
about 19% to 45% (Figure 1).

This rapid urbanization process has been riding on a massive expansion of
urban areas. As shown in Tables 1 and 2, since the mid-1980s, 10 to 22 million
people have become urban residents every year, causing urban population to rise by
2.4 times. Meanwhile, the total size of city built-up areas has expanded by the rate
of 850 square kilometers per year, increasing the total size of city built-up areas by
about 3. 8 times. This momentum of rapid urbanization is likely to continue in the

coming years.

*  Ding Lu: Professor of Sophia University. 4% 3C#E 5 2011 4E_F#ifI%,
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Figure 1 Urbanization Rate and Per capita Income Index (1980 —2007)

Note: Urbanization rate is percentage of population resident in urban areas.
Source; NBSC (1996 —2007, 2008).

Table 1 City Built-up Areas and Urban Population (1985 —2007)

City population Urban population
density density
( official * ) { estimated * )
( person per sq km) (person per sq km)

City Built- Urban Land
up Area Population  requisition
(sq km) ( million) (sq km)

1985 9 386 250. 94 26 736
1990 12 856 301.95 23 487
1995 19 264 351.74 18 259
1996 20 214 373.04 1018 367 18 454
1997 20 791 394. 49 519 440 18 974
1998 21 380 416.08 516 459 19 462
1999 21 525 437.48 340 462 20 325
2000 22 439 459.06 447 441 20458
2001 24 027 480. 64 1812 588 20 004
2002 25973 502.12 2 880 754 19333
2003 28 308 523.76 1 606 847 18 502

2004 30 406 542.83 1613 865 17 853




to be continued

City population Urban population
density density
( official * ) (estimated * )
( person per sq km) (person per sq km)

City Built- Urban Land
up Area Population  requisition
(sq km) ( million ) {sq km)

2005 32 521 562.12 1264 870 17 285

2006 33 660 577.06 1396 2238 17 144

2007 36 060 ™ 593.79 16 467
Notes ;

* Numbers under “city population density” are official figures, which appear to be inconsistent over years
and across regions. Numbers under “urban population density” are estimated by dividing urban population by
built-up area. It is noteworthy that “urban population” includes both city and township residents while “city
built-up area” may not include built-up areas in townships. The density statistics are therefore sensitive to the
administrative definitions of townships and cities.

*% The built-up area in 2007 is estimated by the trend line of 2000 —2006.

Source; NBSC (1996 —2007, 2008).

Table 2  Built-up Area and Urban Population: Growth & Increment (1985 -2007)

Annual growth rate Annual increment
Urban
. Urban Built-up .
Built-up Area Population Area (sq km) I;‘::;;::::lo)n
1985 -1990 6.5% 3.8% 694 10.2
1990 — 1995 8.4% 3.1% 1282 10.0
1995 - 1996 4.9% 6.1% 950 21.3
1996 —1997 2.9% 5.8% 577 21.5
1997 — 1998 2.8% 5.5% 588 21.6
1998 — 1999 0.7% 5.1% 145 21. 4
1999 - 2000 4.2% 4.9% 915 21.6
2000 —2001 7.1% 4.7% 1587 21.6
2001 ~ 2002 8.1% 4.5% 1946 21.5
2002 —2003 9.0% 4.3% 2335 21.6
2003 — 2004 7.4% 3.6% 2098 19.1
2004 — 2005 7.0% 3.6% 2115 19.3
2005 — 2006 3.5% 2.7% 1139 14.9
2006 — 2007 7.1% 2.9% 2400 16.7
1985 - 2007 6.3% 4.0% 853 11.9

Source : Based on Table 1.
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The fact that city built-up areas have been expanding by 6. 3% per annum
since the mid-1980s gives rise to an intriguing issue: how has this rapid urban
expansion contributed to the country’s over-9%-per-annum hyper economic growth
in those years? Exploring this issue is not only academically interesting but also
important with public-policy implications.

For academic interests, exploring the issue will help us understand better the
role of urban land use in the economy. The strong association between urbanization
and development has inspired plenty of explanations in the literature of urban
economics and development economics, such as the theories featuring economies of
agglomeration, economies of localization, and economies of urbanization or
clustering. Generally speaking, those theories highlight the benefits to producers
and consumers from both economies of scale and economies of scope brought by the
geographic concentration of urban economic activities. Little research, however,
has been done to measure the contribution of urban land use to overall economic
growth.

For public-policy making, the land issue is extremely important in today’s
Chinese economy. As pointed out by Ding (2007), China’s unprecedented urban
development in recent decades can be attributed to two institutional settings, i.e. ,
land use rights system and land acquisition. In China’s Constitution, all lands are
state-owned. In the mid-1980s, however, local governments were authorized to
acquire land from rural collectives for conversion into state-owned land.
Meanwhile, the introduction of tradable land use rights allowed the local
governments to lease the land to users/developers and allowed the latter to resell or
sublease the land use rights. These reforms led to the emergence of real estate
market and a boom in urban land development. Ding (2003 ) observes that the
tradable land use rights and land acquisition authority have become an important
source of revenues for local governments to finance large-scale urban
redevelopment, infrastructure building, and other local-budget funded projects. The
land acquisition laws and regulations give the local governments substantial

discretions in determining the exact compensation values. The local governments



