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Informal development, as a unique phenomenon that has become widespread in
China’s urbanization process in recent years, has continued to attract the attention
of both the government and academia. Existing studies focus on urban village
redevelopment strategies, and little research has been conducted on informal
development in urban villages under the land property approach. In particular,
research needs to further explore what impact China’s collective land property
rights have had on informality in urban villages. This study mainly adopts a
qualitative research method, including field observation and in-depth
interviews. The research was conducted in urban villages in Guangzhou. The
study finds that land property rights have an important impact on urbanization and
property rights arrangements have an important impact on resource allocation
efficiency. Due to the ambiguity of collective land property rights in China,
informal development in urban villages is the result of the collective action of
villagers, government, and enterprises under the stimulation of economic
development. The interaction of the stakeholders has promoted the rapid
development of informal housing in urban villages.
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1 Introduction

Since the reform and opening up, China has undergone rapid urbanization. Two
different types of urbanization—“top-down” urbanization led by urban governments and
“bottom-up” urbanization led by village collectives (Deng and Huang, 2004). Village-based
urbanization usually occurs in peri-urban areas between central cities and suburbs and
dominates the transformation of economic structures, social relations, and physical
landscapes (Tian, 2015). Many autonomous villages have formally or informally
converted agricultural land to non-agricultural land, increasing competition for land
with urban governments (Wang et al., 2018). A large number of existing discussions on
urban villages have focused on the impact of the dualistic land system on urban villages’
transformation (Wang et al., 2009; Hao et al., 2011) and the exploration of transformation
policies (He et al., 2010; Tang, 2015; van Oostrum, 2021).

There is a lack of research on urban villages, particularly those that focus on the
redevelopment strategies of urban villages (Hin and Xin, 2011; Wu et al., 2013; Li et al., 2014;
Lai and Tang, 2016; Yuan et al., 2020; Pan and Du, 2021). however, urban village
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redevelopment is difficult because collective land use rights are
mostly scattered among multiple land users and have formed a
stable interest pattern. Especially, under the traditional state-led land
development system, the redevelopment of collective land is subject
to great resistance, and it is necessary to further investigate the
transformation mechanism. The purpose of the paper is the need to
further explore the impact of the ambiguity of collective land
property rights on village development. This study focuses on
why urban villages can continuously adapt to market demand
and thus diversify their business models, thereby promoting
sustainable village development. The impact of informal land
property rights on the spatial development of villages needs to be
further explored.

Land property rights system refers to the institutional regulation
of the composition of a country’s land property rights system and
the way it is implemented. It is the general term for all economic
relations of all economic subjects to land and all economic relations
between different economic subjects arising from the relations of
economic subjects to land. A large number of scholars have
introduced new institutional economics into the field of urban
planning, and the research has focused on two directions:
transaction costs and property rights governance (Alexander,
1992; Webster, 1998; Lai and Tang, 2016). The research system
of new institutional economics is huge, and it updates welfare
economics in terms of assumptions, and derives from the
concept of transaction costs as the main object of study, with
contracts as the main object, and the economics of transaction
costs and property rights. Since then, the concept of transaction
costs and analytical methods have been applied in different planning
fields (e.g., land use planning, housing, and land development)
(Darabi and Jalali, 2018), with specific issues including value
capture (Hong, 1998), land price mechanisms (Needham and de
Kam, 2004), land development processes (Buitelaar, 2004),
governance structures for land conversion (Chung, 1994; Tan
et al., 2012), and redevelopment plans (Lai and Tang, 2016). The
purpose of the institutional cost of urban development is to reduce
transaction costs. In the new institutional economics paradigm,
urban planning is no longer a simple act of public intervention but is
linked to institutional design. The key to institutional analysis is to
analyze the transaction costs of different institutions. The
differences in transaction time, space, cultural practices, and
institutional environment of cities in the development process
reflect different characteristics, and the core of the institutional
analysis is to find the most appropriate governance system. The
institution that minimizes the total cost for all parties is the optimal
one (Alexander, 1992). The current state-led land development
transaction costs have become very high, and collective land
redevelopment interests are intricate and difficult to coordinate.
While redeveloping collective land in urban areas offers a favorable
opportunity to exploit the surplus of land rents in a new phase of
urbanization, local governments bear extremely high transaction
costs in the land redevelopment process under the traditional state-
led institutional arrangements (Lai et al., 2017).

The study provides a relevant reference for the redevelopment of
urban villages in China. The academic understanding of the value of
informal development should be reconsidered as village-led land
development adopts a market-oriented approach that allows land
development to adapt to market demand and present a diverse range

of businesses. Village informal development plays a more important
and diverse role in China’s urbanization, and its value should be
valued by academics. Village-led land development behaviors and
spatial impacts should be recognized in the process of high-quality
urbanization in China, without unilaterally considering urbanized
development under the state-led system.

The first section of this paper introduces the study’s background
and the need to further investigate the mechanisms of
transformation, as collective land development has met with
significant resistance under the traditional state-dominated land
development system. The second section introduces land
redevelopment in the context of China’s dualistic land system
and provides the theoretical analytical framework for this paper.
The third section explains the informality and ambiguity of
collective land property rights through the case of village
development in Guangzhou, which adopts a more market-
oriented development model and continuously adjusts to market
demand to form diversified business forms for the village’s long-
term prosperity. The 4 section concludes the paper by providing a
relevant reference for urban village renewal in China, arguing that
village-led land development adopts a market-oriented model that
allows land development to adapt to market demand and present
diverse business forms, and thus should reconsider academic
understanding of informal development values.

2 Institutional perspective on the land
development process in urban China

Since the 1990s, both developed and developing countries have
been undergoing enormous economic and social institutional
transformations. Transition is a complex process that involves
profound changes in many economic and social fields, and is an
area of very important concern for global academics. The most
important institutional transformations in the developed Western
countries today are reflected in three main areas: the globalization of
the way the economy is organized, the shift from Fordism to post-
Fordism in the mode of production, and the change in the mode of
governance to the strengthening of civil society. Unlike the path of
transformation in the West, and quite different from the overall
developmental decline that resulted from radical reforms in the
former Soviet Union and Eastern Europe, China’s institutional
transformation is considered pragmatism and gradualism. China
is currently undergoing one of the largest and most complex
development transitions in the world, and “a variety of external
and internal irregularities are having a profound impact on urban
space, making traditional planning research and classical theories of
planning unable to explain the rapid changes in Chinese urban space
(Yang et al., 2023a).

Chinese cities have witnessed the emergence of new urban
properties and the creation of new urban spaces: “informal,
disordered spaces”, which emerge as a result of the ambiguity
and incompleteness of property rights. The city is not only a
vehicle for economic activity but also the growth, combination,
and transmutation of urban forces that emphatically react to
economic and social processes. This interactive process
constantly drives the reconfiguration of urban space and
institutional changes. The complexity of China’s urban space is
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caused by the dualistic design of China’s land-rural property rights
system, the coexistence of a dualistic system during China’s
transition to a market system, the non-completeness and
ambiguity of rural collective land property rights, and the
transformation of institutional patterns and accumulation
mechanisms during the reform period. This has led to a large
number of non-regulatory behaviors and rent-seeking activities of
different interest groups, leaving institutional space for various non-
regulatory economic rent-seeking activities (Shen, 2007; Yang et al.,
2023a).

Douglass C North advocates the division of institutions into
formal and informal institutions. Formal institutions refer to a series
of policy laws created by people consciously, including laws, rules,
regulations, etc., Informal institutions refer to the agreed and
common codes of conduct that people gradually form in the
process of long-term social interaction and are recognized by
society, including value beliefs, customs, cultural traditions, moral
ethics, ideology, etc. Institutional change refers to the change or
replacement of the original institutional arrangement or the
innovation of the institutional arrangement. Institutional change
can be broadly classified into two types: induced institutional change
and mandatory institutional change. The so-called induced
institutional change refers to the institutional change that is,
spontaneously advocated, organized, and realized by an
individual or a group of people who are induced by the profit
opportunity of the new system. The so-called compulsory
institutional change refers to the system change that is,
introduced by government orders and laws. The government is
the main body of institutional change, which is top-down, rapid,
radical, and compulsory (North, 1986).

From the perspective of property rights, land development
rights are the direct target of the public policy of urban planning,
and the status of land development rights is closely related to the
urban planning system. The status of land development rights is
closely related to the urban planning system. Land development
rights in China during the transition period are characterized by
the fact that the right to dispose of land development is owned by
the state, and the state also has a strong right to expropriate it;
while the right to benefit from land development is heavily owned
by the state. The state also has a strong right of expropriation,
while the right to the benefits of land development is located in a
large number of “public spheres” of property rights, as Bazel put
it. The right to develop the land is also a strong right of
expropriation by the state, while the right to benefit from land
development is located in a large part in what Bazel calls the
“public domain” of property rights. Urban planning defines land
development rights based on two objectives: first, urban planning
is an institutional tool for rulers to maximize the monopoly rent
of land; second, urban planning is an institutional tool for rulers
to maximize the monopoly rent of land. First, urban planning is
an institutional tool for rulers to maximize the monopoly rents of
land; and second, urban planning provides an effective system of
property rights to maximize the rulers’ tax revenues. These two
objectives are often inconsistent. These two goals are often
inconsistent, and the status of land development rights in
China has exacerbated this contradiction, making urban
planning face an institutional This contradiction is
exacerbated by the state of land development rights in China,

making urban planning an institutional dilemma (North and
Weingast, 1989).

With the transformation of China’s urban growth pattern, land
redevelopment is gradually replacing new district development as a
way of urban space reuse in large cities in economically developed
regions. Under the unique urban dual land ownership system, cities
include two parts urban areas (state land ownership) and urban
villages (collective land ownership). The development of urban
villages is a product of land replacement and urban development
(Liu and Wong, 2018; Ren, 2018; Zhao and Zhang, 2018; Li et al.,
2021); residents of these areas have incomplete property rights and
can only gain revenue by adding properties to collective land, and
the urbanization of villages has led to low levels of infrastructure
development, disorder, and crowded living environments. The
concept of informal development distinguishes urban villages
from formal state-led urban development and provides a useful
perspective on the development of urban villages. Previous research
has extensively investigated urban village redevelopment strategies
(Zhao, 2017; Wang, 2022; Zhou et al., 2022). Urban villages have the
substandard infrastructure and built environments, and most are
difficult to rebuild and revitalize, impeding the city’s overall
development (Changqing et al., 2007; Gu et al., 2023; Hu et al.,
2023). Less attention has been paid to the non-informal
development of land in urban villages, particularly the
development outlets of well-located urban villages. The results of
existing research on urban villages are the result of informal
development under the institutional arrangement of collective
land property rights (Figure 1). However, the impact of land
property rights informality on the spatial development of villages
needs to be further explored.

3 Study area and researchmethodology

Guangzhou is the capital of Guangdong Province, the political,
economic, scientific, educational, and cultural center of the province,
a famous coastal open city in China, and a national pilot area for
comprehensive reform, located in the south of China, the
southeastern part of Guangdong Province and the northern edge
of the Pearl River Delta. Guangzhou is therefore known as the
“Southern Gate” of China. Guangzhou is governed by Yuexiu
District, Haizhu District, Liwan District, Tianhe District, Baiyun
District, Huangpu District, Panyu District, Huadu District,
Zengcheng District, and Conghua District. At the beginning of
the reform and opening up, Guangzhou’s built-up area was only
54.4 square kilometers, with an average of 33,000 people per
kilometer. The scope of this research is selected as Yuexiu,
Haizhu, Tianhe, Huangpu, Fangcun, Liwan, and Baiyun districts
in Guangzhou (Figure 2). The development of collective land and
state-owned land in this area is a mosaic. This interactive process
constantly promotes the reconstruction of urban space and
institutional changes.

Guangzhou was chosen for the empirical study. Guangzhou, a
reformed and open city on the Chinese coast, has been urbanized
rapidly since 1978 and has been called the Red Capitalism of South
China (Lin, 1997). Guangzhou’s economy has achieved rapid
development from 1978 to 2015 (Figure 3). It has attracted a
large number of investors from Hong Kong to set up factories in
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Guangzhou since the early 1980s due to its geographical location and
its proximity to Hong Kong and Macau, as a result of lower labor
and land costs in Guangzhou. This process has enabled Guangzhou
to rise rapidly, with rapid economic development and urban spatial
expansion. Like other cities in China, Guangzhou’s urbanization
process is based on the typical dual system of urban and rural areas.
As a result of the ‘land rent surplus’ between state-owned land with
full property rights and rural collective land with ambiguous
property rights, the urban government and the rural collective
government have the incentive to maximize this surplus. Both

rural-led development and state-led development drive urban
expansion, rural de-farming, and the formation of urban villages.
Guangzhou thus provides a suitable case for studying the impact of
two different types of institutions on urban spatial expansion.

This study mainly used qualitative research methods, including
field observation, in-depth interviews, and textual analysis methods.
The researcher visited Haizhu District, Tianhe District, and Baiyun
District villages in November, December 2018, and January 2019.
First, the researcher visited the existing residents of Fenghe Village.
On this basis, the researcher focused on observing the changes in the

FIGURE 1
Research Framework (Source: Drawn by the authors).

FIGURE 2
Study area (Source: Drawn by the authors).
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village’s class structure, the interaction between different subjects,
and their impact on the village landscape, and recorded them in the
form of an observation diary. In addition, the researcher conducted
in-depth interviews with a total of 30 respondents in the village,
divided into three categories: villagers, village committee, and
outsiders. The main purpose of the interviews was to obtain
information about the 30 interviewees in the village, the
perceptions of demographic and landscape changes, land, and
tourism development, as well as the perceptions and attitudes of
different subjects toward physical, cultural, and social changes in the
village.

4 Informal development in urban
villages under land property right

4.1 The general development process of
urban villages in Guangzhou

The Pearl River Delta is at the forefront of China’s reform and
opening up, creating amiracle of economic development and rapidly
expanding urban construction land. With the transformation of the
economy and the development of new urbanization, the past era of
massive land acquisition in the suburbs will not be sustainable. In
recent years, the central government’s strict control of urban land
sales and the awakening of farmers’ awareness of the land value in
rural areas have made land acquisition difficult. These two factors
have forced the Chinese government to shift from rural land
acquisition to urban renewal.

The enormous expansion of urban space in Guangzhou can
demonstrate the impact of institutional arrangements on the
development of urban villages and their role in urban
development. Rural-led land development was widespread,
resulting in a large number of urban villages in Guangzhou,
forming a ‘mosaic space’ with the formal urban areas created by
state land ownership.

Guangzhou has made great achievements in the accumulation of
3 decades of economic development. However, due to the difference
between the urban-rural dual system and the lag of the management
system, with time, a large number of village collective properties and
farmers’ homesteads have been built. Residential houses are faced
with the need for renovation, and the legal approval procedures are
out of touch with reality, resulting in a large number of buildings
outside the supervision of laws and regulations and government
policies and regulations, forming so-called “formally developed”
commercial houses and “self-developed” villagers’ houses, collective
properties, etc. The situation of “village in the city” and “city beside
the village”, such as informal development, coexist and influence
each other. Redevelopment of land in urban villages is a costly
project. By extracting urban construction land through high-
definition remote sensing and using machine learning based on
the characteristics of urban village land (Yang et al., 2022a; Yang
et al., 2022c), we finally extracted the land area and location of urban
villages in the central urban area of Guangzhou in
2000,2005,2010,2015 and compared the growth of urban village
land (Figures 4, 5). A comparison of the data shows that Guangzhou
has seen a rapid development of urban villages in the city since 2000,
with rapid economic development and a large increase in housing
demand from migrant workers (Figure 6).

4.2 Developers and villagers cooperate in
collective land development driven by profit

Since 1978, China has undergone rapid urbanization (Yang, 2019;
Ao et al., 2020; Yang et al., 2020a; Yang et al., 2020b). The rapid growth
of buildings is accompanied by a large influx of people with residential
needs (He et al., 2018; He, 2019; Liu et al., 2019). Two different types of
urbanization coexist, top-down urbanization led by urban governments,
and bottom-up urbanization led by rural villages (Figure 7). These two
types of urbanization have rapidly driven the rapid expansion of
Guangzhou’s urban area. Relying on the government’s financial

FIGURE 3
Guangzhou GDP (1978–2015) source: Guangzhou statistical yearbook.
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input alone cannot meet the huge capital demand, while developers
with strong financial resources can solve this problem. The pursuit of
profit maximization is the fundamental starting point of all commercial
behavior. Developers participate in urban village redevelopment
projects with the same goal of obtaining high profits. Urban villages

are better located and their redevelopment will provide real estate
developers with quality land resources to satisfy their profit pursuit
under the increasingly tight urban land supply.

Villagers are one of the subjects most affected by the urban village
transformation. According to field interviews and understanding, on

FIGURE 4
Spatial Distribution of urban villages in 2000(Source: Drawn by the authors).

FIGURE 5
Spatial Distribution of urban villages in 2015 (Source: Drawn by the authors).
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the one hand, villagers hope to improve their quality of life by
improving the infrastructure and living conditions in the village
through redevelopment because they have been living in urban
villages with the poor living environment, hygiene conditions, and
security conditions for a long time; on the other hand, villagers worry
that redevelopment will harm their vested economic interests. First of
all, whether the economic income from housing rental and business
environment that depend on the urban periphery can be protected
during the redevelopment process is the main concern of the villagers.

The reform and opening up of China, on the one hand, a large
number of township enterprises and private enterprises have

developed rapidly, and the demand for simple industrial factories
and stores along the streets has surged, however, the lack of such
demand by the government has led to the emergence of a large
number of informal settlements. On the other hand, economic
development has promoted the flow of population and materials
between urban and rural areas, and a large number of migrant
workers and business people have gathered in rapidly urbanizing
areas.

The economic affordability of these floating populations is often
low, and the temporary nature of their living is such that “urban
village” rental housing meets the housing needs of a large number of
migrant workers. As a result, economic development objectively
requires a large number of simple and cheap production and living
places, and informal settlements cater to this objective market. The
objective demand of the market and the profit-seeking instinct of
market players have stimulated the disorderly supply of informal
settlements. On the one hand, a small number of people, especially
developers, to obtain more revenue, build without obtaining
administrative permission from the planning department, or do
not carry out development and construction under administrative
permission, such as breaking through the approved plot ratio,
sacrificing greenery, squares, car parks, and other public facilities
without permission, lowering the daylight spacing ratio, increasing
the intensity of development, and pursuing high profits. And in the
current context of soaring real estate prices, developers illegally
building excess area gains huge, illegal construction costs are low
and enforcement costs are high, illegal construction is often
“punished in place of demolition”, the penalty amount is only
5%–10% of the cost of illegal construction works.

FIGURE 6
Growth of urban village area from 2000 to 2015 in Guangzhou (Source: Drawn by the authors).

FIGURE 7
Two different types of urbanization coexist in China (Source:
Drawn by the authors).
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4.3 China’s urban-rural land system shapes
the space for urban-rural mixing

The deficiencies of the current land system in China are a major
reason for the prevalence of informal construction (Yang et al.,
2023b). Based on the dual land system between urban and rural
areas caused by historical reasons in China, there is a huge price
scissor difference between rural collective land and urban
construction land; the land use system practiced in China makes
the government monopolize the primary land market, the only way
to urbanize rural land is through state expropriation, and there is a
serious lack of property and development rights of rural collective
land (Ding, 2003; Lin and Ho, 2005; Dong et al., 2021; Dai et al.,
2022; Hui et al., 2022; Yang et al., 2023b). The land expropriation
systemmakes the value added in the process of urbanization of rural
collective land mainly dominated by the government; at the same
time, the subjects of property rights of rural collective land are
blurred and fall into a situation where “everyone has a share” and
“no one has a share". Due to the huge demand for economic
development, housing in urban villages is developing rapidly
(Figure 8).

The implementation of the collective land institution has fully
safeguarded the interests of the state and has contributed significantly to
the rapid urbanization and development of cities in China (Cai, 2003;
Tian and Zhu, 2013; Wang et al., 2015; Kong et al., 2018; Yang et al.,
2022a). However, it also leads to the following consequences: on the one
hand, local governments are tempted to obtain huge land financial gains
through massive expropriation of rural land, falling into a strange circle
where the more land the government expropriates, the more it benefits,
while rural collectives and farmers suffer greater losses (Xie et al., 2016;
Huang, 2018; Gong and Tan, 2021; Yang et al., 2022b; Yang et al.,
2022c); on the other hand, as it is difficult for the government to fully
protect the real interests of collectives and farmers through massive
expropriation, it is often not fully understood and supported by
collectives and farmers, and rural collectives and farmers in some
areas often resist through informal construction.

5 Discussion and conclusion

Under China’s current land system, the existing model of urban
village transformation has not only increased the conflicts between the

FIGURE 8
Rapid Growth of Informal Housing in Guangzhou (Source: Photo by authors).
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government and the villagers in the urban villages but also often
prevented the mobile population from living in the cities after urban
village transformation. Therefore, taking into account China’s national
conditions and international experience, we should innovate the land
system based on the premise of land ownership, to effectively transform
the infrastructure, urban landscape, and comprehensively improve the
level of public services in urban villages, and continue to play the role of
informal development of “urban villages” to provide low-cost housing
for the low-income urban class and the external mobile population. The
role of the informal development of “urban villages” in providing low-
cost and quality housing for the urban low-income class and the
external mobile population.

This study uses an institutional analysis approach in land
development to analyze how the ambiguity of land property rights
affects the impact of informal development in urban villages. Informal
development, as a unique phenomenon that has become widespread
in China’s urbanization process in recent years, has continued to
attract the attention of both the government and academia. The
development of urban villages is considered to be the result of
informality, the lack of suboptimal state regulatory options, and
institutional constraints on collective land property rights. The
concept of informal development distinguishes urban villages from
formal state-led urban development and provides a useful perspective
on the development of urban villages, which as a result of existing
research is the result of informal development under the institutional
arrangement of collective land property rights.

The impact of informality on urban village land redevelopment needs
to be further explored. The study finds that land property rights have an
important impact on urbanization and property rights arrangements
have an important impact on resource allocation efficiency. Due to the
ambiguity of collective land property rights in China, informal
development in urban villages is the result of the collective action of
villagers, government, and enterprises under the stimulation of economic
development. The interaction of the three parties has promoted the rapid
development of informal housing in urban villages. This study provides a
relevant reference for urban village regeneration in China. The informal
development of urban villages plays an important role in the role of
urbanization in China and is an important part of urbanization, which
adapts to the development needs of different development stages of
urbanization. Its value should be valued by academics.
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