THE ECONOMIC DEVELOPMENT OF URBAN
PLANNING IN CHINA.

Abstract

To study the enlightenment of development economics on the economic development of urban planning, firstly, the
research background and significance of the enlightenment of development economics on the economic development
of urban planning are introduced. Secondly, through the main method of literature review, social investigation method,
theoretical model analysis method and so on, combined with relevant theory of economics and related data analysis,
it is found that economic theory can effectively explain the problems existing in the urban planning, avoid possible
problems in urban planning, and provide effective theory basis for the development of the city. In this study, the theo-
retical value of the sub-optimal theoretical model, the supply and demand analysis model and the marginal analysis
model under the pareto optimal state in the economic development of urban planning is mainly studied. A large num-
ber of theories and research results confirm that fo do a good job in urban planning must be guided by relevant eco-

nomic theories, which will make the progress of urban planning more rapid.

Keywords: Urban Planning, Theory of the Second Best, Supply-Demand Analysis, Marginal Analysis.

1. Introduction

Since the last 20 years of the 20th century, the eco-
nomic system of planned economy countries has been
transformed into the market economic system one
after another after a long, complex and repeated
competition process. The reform and opening up of
developing countries are mutually compatible, and a
new economic order has been gradually established
through micro and macro control. As a result, the
world economic development has become politically
multipolar, the gap between the north and the south
has widened, and the Matthew effect has intensified (Li
et al. 2017). The marginalization of developing coun-
tries, market failure and deepening of the gap
between microeconomics and macroeconomics have
seriously affected urban construction and develop-
ment. Nowadays, urban expansion, rapid urbaniza-
tion, the concentration of rural population in large
cities and the rapid expansion of megalopolis have
become the main problems that need to be solved
urgently in contemporary urban planning (Cheng
2015).

In today’s economic globalization and
regional inftegration, the traditional urban planning
thoughts, which focus on the study of spatial pattern
layout, are not enough to cope with the risks and chal-
lenges caused by the rapid development of cities
(Jinzhu 2017). In this study, the sub-optimal theoretical
model, supply and demand analysis model, marginal
analysis model and other related theories under Pareto
optimal state in economics are used to understand
and solve problems in urban planning. The use of
economic theories to promote the development of
citiesshassbeen-recognized-by-scholars in the field of
urban research, and the research results have
obtained certain economic value in the actual imple-
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mentation of urban planning.

To sum up, it is mainly the research and analysis of the
economic theory of urban planning, aiming at the
organic integration of urban planning and economic
theory (Fazeng and Jingyu 2007). Through the regula-
tion and guidance of the government on economic
development, the purpose of rationally allocating
urban resources, improving the level and efficiency of
urban industrial and economic development, and
exploring the rational distribution of production and
living space in the process of urbanization can be
achieved, so as to provide theoretical basis and sup-
port for the government to formulate economic and
efficient planning methods and improve the long-term
decision-making mechanism (Cooke 2018).

2. State of the art

The outbreak of the industrial revolution started the
wave of urbanization that western countries took the
lead in (Bakir et al. 2018). After decades or hundreds
of years of continuous development, countries gradu-
ally began to leapfrog to the modern society dominat-
ed by industry and cities (Musa et al. 2018). With the
discussion and practice of urbanization theories by
urbanization researchers in western developed coun-
tries, the morphological features of metropolitan
areas, satellite cities, multi-centers and suburbaniza-
tion have become the mainstream trend of urban evo-
lution in western countries (Li, Sun and Fang 2018,).
In 1949, when the People’s Republic of China was
founded, China’s urbanization level was only 10.64%,
the urbanization level of the whole world reached
29%, and the urbanization level of some developed
countries reached 50%, which showed that China’s
urbanization process was carried out on a low basis (Li
2017). The rapid urbanization since the reform and
opening up has greatly increased the proportion of
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United Nations’ predictions of urbanization level
and total population in China.

China’s urban population, which has increased by
more than 500 million (Jokinen 2018). The popula-
tion growth rate in China’s urbanization process is rel-
atively fast, but the urbanization rate is slower than
that of South Korea and Japan at the same stage of
development.

3. Methodology

3.1. Urban new economic growth theory

In the middle of the 20th century, the “Harrod-Domar
model” and the “Solow-Swan Model” promoted a
major breakthrough in urban economic growth theory.
In the 1980s, after a relatively stagnant theoretical
window period, some new theoretical research results
emerged, which were collectively referred to as the
urban new economic growth theory. EHelpman and
Grossman (1991) used the theories of general equi-
librium, imperfect competition and dynamic analysis
to study the relationship between technological inno-
vation, commercial activities and economic growth in
the context of global economic integration. Barrow
and Salaymartin (1995) sorted out all the economic
growth theories and models in their book “Economic
Growth” and analyzed the practical application of the
breakthrough progress of new economic growth theo-
ry in various countries. Jones (1998) comprehensively
compared and evaluated the substantive contents of
traditional economic growth theory and new econom-
ic growth theory and proposed that technological
innovation and invention were the engines of econom-
ic growth.

3.2. Urban economic base theory

Economic basic theory is the theoretical research tool
of urban development mechanism and process, which
can inferpret the reasons of urban economic growth
and summarize the process of urban development
theoretically. In 1939, Homer Hoyt, an American
economist, proposed the Urban Economic Base
Theory on the basis of classical geographical theories.
He explained the driving force which promoted the
urban economic growth according to the view of
export comparative benefits, and he believed that
urban economic growth was achieved by meeting
basic and non-basic departments or services needed
within and outside the region, so as to facilitate the
flow of capital into cities. The traditional urban econ-
omy basic theory holds that the increase of the fre-
quency of urban basic social and economic activities
promotessthesgrowthzofsurbanspopulation. And the
derived demand generated by the agglomeration
effect of urban activities and urban population will

Regional development status of urbanization in
China during the tenth five-year plan period

promote the growth of urban non-basic activities, so
as to promote the development of urban economy in
a cyclical manner.

3.3. Optimal city size theory

At the end of the 19th century, Ebenezer Howard, the
father of modern urban planning theory, proposed the
concept of “Garden Cities” with both urban and rural
advantages in his book “Garden City of Tomorrow”,
which opened up extensive academic discussion on
Optimal City Size. Howard believed that the Garden
Cities were designed to arrange healthy life and pro-
duction in the future, and its scale should meet all
kinds of social life and not be too large. The city was
made up of a series of concentric circles, with parks
and public buildings in the center, surrounded by per-
manent farmland, and the urban land was owned by
the public.

3.4. Urban smart growth theory

In the middle and late 20th century, American urban
environmentalists and planners proposed the theory of
“Smart Growth” based on the European concept of
“compact development”. It aimed fo control urban
sprawl by adopting smart growth measures such as
land mixed utilization, zoning guidance, open space
layout, old city renewal and redevelopment, so as to
protect urban ecological environment and improve
the utilization rate of urban resources. After long-term
practice and summary, the core content of urban
smart growth theory can be summarized as follows:
make full use of urban construction land to reduce
sprawl; strengthen the renewal and redevelopment of
urban stock land; urban construction projects are con-
centrated in layout to avoid “pendulum” transporta-
tion; protect open space such as urban ecological
farmland and green space; rationally carry out com-
munity layout and restore the vitality of the neighbor-
hood unit.

4. Result analysis and discussion

4.1. Parefo elgfliciency theory model

The Pareto efficiency theory is based on the premise of
not harming the interests of others and is regarded by
the economics as the best state of social resource allo-
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Table 3. Discussion of urban economy basic theories by
early foreign scholars.

cation and redistribution, fully embodying the concept
of liberalism fairness and efficiency.

The meaning of “suboptimal theory” is that it
is necessary to satisfy fen assumptions when the Pareto
optimal state is reached. If at least one of these con-
ditions can’t be satisfied, then the suboptimal state
obtained by satisfying all the remaining nine condi-
tions is not necessarily closer to the parefo optimal
state satisfied by ten conditions. Because the ideal
Pareto optimal state can’t be realized, the optimal
result after some conditions are destroyed is called
“suboptimal”. An important policy implication of this
theory is that when Pareto optimization can’t be real-
ized due to cerfain constraints, the “suboptimal” point
obtained doesn’t have to be the most efficient point. It
can be concluded from the “suboptimal theory” that
urban planning is one of the main forms of govern-
ment intervention in the market. In the process of the
government seeking the suboptimal state of resource
allocation, the core role of urban planning should be
to guarantee a certain level of social welfare. The
“suboptimal” point of urban space resource allocation
is not necessarily the most efficient point, but it must
be the relatively high level of social welfare.

4.2. Supply and demand analysis model

Supply and demand analysis method is an economic

model as an economic analysis tool. It is usually used
i et equilibri ices and equilibri-

d supply in the

of economics.

Jable 4. Application of urban economy basic theories in
foreign academic circles.

Demand refers to the selective consumption process
generated by the public’s demand for a certain com-
modity, while supply refers to the selective production
produced by producers in response to the public’s
demand for purchase. Compared with the market with
monopoly or oligopoly, this model is more suitable for
the open and competitive market. Consumer demand
and producer supply form two market forces that joint-
ly determine the equilibrium of product output and
price. And proficiency in the supply and demand
model can effectively provide theoretical support for
analytical research and summary.

Note: the blue curve on the upper right is the supply
curve, which represents the quantity of products sold
by the manufacturer at the corresponding price level;
and the red curve on the lower right is the demand
curve, which represents the purchase amount of the
consumer at the corresponding price level; and the
intersection of the two curves is the equilibrium price
and output.

4.3. Marginal analysis model

Marginal analysis is one of the basic research methods
in economics. In the analysis process, the additional
expenditure is compared with the additional income,
and when the two are equal, the critical point of max-
imum profit is reached. As a variable analysis method,
it is usually used in the early stage analysis of decision-
maker’s additional investment share budget in the
process of project construction. For urban planning,
comprehensive and in-depth marginal analysis is con-
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ducive to planners and decision-makers to clearly
understand the risks and benefits of increasing eco-
nomic input and compare the additional costs and
additional benefits caused by the adjusted plan, so as
to make the optimal choice.

5. Conclusions

Urban planning can guide the urban economic activity
space, promote the development of urban economic,
reshape the urban development rules, formulate and
implement economic policies and other economic
characteristics. The main research objectives of urban
planning economics are to improve the theory of
urban planning, assist in the selection, formulation
and management of urban planning, and embody the
core values of “people-oriented” urban planning, so
that the development of urbanization in the country
can better adapt o the trend of economic globaliza-
tion, and the level of urbanization in the country and
people’s quality of life can be improved. With the
development of the modern urban planning discipline
for one hundred years, the accumulation of economic
theories for thousands of years, and the inheritance of
Chinese philosophy for five thousand years, it is not
comprehensive to understand urban planning only
from the limited economic theories of urban planning.
In order to apply the relevant theories of urban plan-
ning in economics fo practice, it is necessary to absorb
a large number of philosophical thoughts and more
research theories and practical experience for com-
prehensive analysis and guidance of urban planning.
Therefore, in the future work and study, it should make
more efforts to study relevant theories of urban plan-
ning economics and make its own contribution to the
research of urban planning theory in China by com-
bining the advanced theoretical research results of
developed countries. Here, it also hopes that China’s
urban planning and development is more and more
smooth.
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