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Abstract: As an overarching goal, economic growth targets have a strong leading and constraining
effect on the behavior of local governments. China’s new-type urbanization strategy emphasizes
balanced development across population, economic, social, space, ecological and income-gap di-
mensions and relies on multifaceted government policies. Therefore, setting reasonable economic
growth targets has an important impact on the process of new-type urbanization. This paper uses
panel data from 30 provinces between 2005 and 2020 to empirically examine the impact of economic
growth targets on the new-type urbanization process. The results reveal an inverted U-shaped
relationship between economic growth targets and new-type urbanization, with public expenditure
and land finance acting as a mediator and a moderator through fiscal expenditure. The mechanisms
of influence are as follows: economic growth target—infrastructure construction, regional innovation,
energy structure, and financial development—population development, economic quality, ecolog-
ical civilization, and income gap—new-type urbanization. Heterogeneity analysis shows that the
inverted U-shaped relationship is significantly present in the western and central regions of China
and before 2014. This paper not only clearly illustrates the institutional mechanism of urbanization in
China but also highlights its government-led and “land-for-security” approach, which has important
implications for urbanization in other regions of the world.

Keywords: economic growth target; new-type urbanization; inverted U-shaped; public expenditure;
land finance

1. Introduction

Urbanization and regional economic development are mutually reinforcing [1,2] and
represent a necessary path for developing countries. As the world’s largest developing
country, China has achieved remarkable progress in promoting urbanization. Since the
implementation of the reform and opening-up policy, China’s urbanization rate has rapidly
increased. China took only 15 years to achieve a leap in its urbanization rate from 30% to
50%, which is much shorter than the time required for developed countries to achieve the
same degree of growth, such as 40 years in the United States and 20 years in Japan [3]. The
enormous labor force and consumer potential released by urbanization have also supported
the country’s high-speed economic growth.

The success of China’s urbanization is largely attributed to the top-down urbanization
model driven by the government [4]. In contrast to the market-driven approach adopted
in Europe and the United States, Chinese local governments have employed various
means to concentrate economic resources and guide rural-to-urban migration, such as
establishing development zones and building infrastructure. This unique approach not
only has allowed China to avoid the development trap that has plagued many African
countries [5] but also has provided valuable experience for underdeveloped countries and
regions in Africa, Asia, and South America in terms of promoting urbanization and regional
economic development.
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Despite these positive results, the government-led urbanization model has also re-
sulted in numerous problems, including low energy efficiency [6], environmental pollu-
tion [7,8], urban sprawl [9], inadequate public services [10], and non-inclusive economic
growth [3]. Addressing these issues and transitioning from a focus on “high speed” to
“high quality” development is crucial both for China and for other countries and regions
worldwide. By learning from China’s successes and challenges in its urbanization pro-
cess, other developing countries can strive for more inclusive, sustainable, and healthy
urban development.

Starting from March 2014, the Chinese government implemented the “National New-
Type Urbanization Plan (2014–2020)”, which proposed the concept of “new-type urbaniza-
tion.” This approach emphasizes the coordinated development of the population, economy,
society, and ecology with a focus on people, emphasizing livelihoods, quality, and sus-
tainability. This marks a shift in China’s urbanization from the traditional path of land
expansion and population migration to a new practice that is people-oriented, resource-
intensive, and scientifically planned and that seeks to achieve coordinated urban–rural
development [11]. Furthermore, aiming toward the goal of “basically achieving socialist
modernization by 2030”, China’s “14th Five-Year Plan for National Economic and Social De-
velopment and the Long-Range Objectives Through the Year 2035” also explicitly states that
from 2021 to 2030, China will continue to deepen the implementation of new urbanization
and promote high-quality urban development.

Promoting new-type urbanization has emerged as a key focus in regional and urban
economic research. Scholars have conducted empirical studies on the factors that influence
the level of new-type urbanization development from a variety of perspectives, including
industry [12], investment [13,14], technology [15,16], and political incentives, such as fiscal
decentralization [17,18]. However, compared with traditional urbanization, new-type
urbanization requires a more balanced consideration of multiple dimensions, including
the population, economy, society, and ecology. This means that there is a competitive
relationship among different aspects when allocating resources. For example, economic
indicators may take priority over social and ecological indicators in the short term. In
China’s top-down government-led urbanization model, this relationship may be magnified
or coordinated by different preferences of local governments. To clarify this relationship,
the decision-making mechanisms of local governments and the performance of new-type
urbanization should be incorporated into a unified analytical framework.

As is well known, China has a hierarchical management system in which superior
governments largely determine the appointment, dismissal, and promotion of subordinate
officials. Empirical studies have shown that there may be multiple dimensions to assessing
performance standards. Among them, GDP growth rate, which is easy to quantify, serves as
the main indicator for assessing officials’ performance [19]. It serves not only as a standard
for superior government to evaluate local performance, but also as a “capability signal”
that local officials send to their superiors. The setting of the annual GDP growth rate target
in the government’s work report has been a key factor driving and influencing China’s
economic development since the reform and opening-up policy. In principle, governments
at all levels determine economic growth targets based on historical GDP data, empirical
trend extrapolation, macroeconomic forecasting, or estimates of potential growth rates.
However, in reality, local governments often “add weight” to the target based on superior
government goals when setting economic growth targets, motivated by the desire to demon-
strate their performance and achieve promotion [20]. When the target deviates from the
actual endowments of the region, local governments will face great pressure in promoting
economic growth and will inevitably invest more resources. This will lead to a signifi-
cant reduction in resource allocation in areas such as ecological protection and people’s
livelihood construction that conflict with economic growth, causing imbalanced resource
allocation. This not only damages the quality of economic development, but also ignores
investment in people’s livelihoods, distorts government public financial expenditures, and
thus affects the level of new-type urbanization.
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Within the mechanism through which the setting of economic growth targets affects
the development level of new urbanization, land transfer plays a critical regulatory role. On
the one hand, land transfers represent a significant source of fiscal revenue for local govern-
ments, which can contribute to improving their investment in infrastructure construction
and advancing urbanization. On the other hand, extensive land expansion can also re-
sult in urban sprawl, serious resource mismatch, and environmental pollution, thereby
compromising the quality of urbanization [21]. From the perspective of fiscal expenditure,
exploring the effectiveness of land transfer can help clarify the mechanisms through which
typical local government behaviors influence the relationship between economic growth
and new urbanization.

This paper thus constructs a development indicator system for new-type urbanization
from six aspects: population development, the quality of the economy, society’s quality of
life, space intensification, environmental protection, and urban–rural integration. Using
panel data from 30 provinces in China from 2005 to 2020, the study explores the impact of
economic growth targets on the level of new-type urbanization in different regions and an-
alyzes the pathways through which economic growth targets affect new-type urbanization
in each of the six dimensions.

The possible contributions of this paper are as follows: first, it proposes a unified
research framework for exploring the nonlinear relationship between economic growth
targets and the level of new urbanization development, which expands the research perspec-
tive on the institutional aspect of new urbanization construction. Second, it regards public
expenditure as a key bridge for the interaction between the two and introduces local land
finance as a moderating variable to explore the mechanism of the effect of economic growth
targets and new urbanization from the perspective of fiscal expenditure. Third, to further
investigate the mechanism of the effect of economic growth targets and new urbanization,
this paper explores the relationship between the six dimensions of new urbanization and
economic growth targets and systematically analyzes the influencing mechanisms, refining
the research on the way of promoting urbanization from the government intervention
perspective. This not only expands our understanding of China’s institutional mechanisms
but also provides theoretical recommendations for promoting the productive and livable
urbanization process in other countries around the globe from the perspectives of target
management and public expenditure.

The rest of this paper is structured as follows: Section 2 provides a literature review
and theoretical framework. Section 3 presents the econometric model and data description.
Section 4 discusses the empirical results and analysis. Section 5 concludes with policy
recommendations.

2. Literature Review and Hypothesis
2.1. Literature Review

Unlike traditional urbanization that focuses on population and land, the new-type
urbanization is a new path that achieves high-quality economic development and pro-
motes common prosperity, reflecting the quality aspect of urbanization. Given that the
urbanization process in China is government-led and the behavior of local governments
is constrained by central institutional incentives, local government incentives may affect
the urbanization process by changing and constraining government behavior. In the lit-
erature on local government incentives and new-type urbanization, scholars have almost
exclusively explored the impact mechanism from the perspective of fiscal decentralization.
Therefore, this paper briefly reviews the research on the impact of fiscal decentralization
on new-type urbanization because the impact mechanism has important implications for
exploring the relationship between economic growth targets and new-type urbanization.

The relationship between fiscal decentralization and the development level of new
urbanization is closely related, but there is no consensus in the academic community on
how the two interact. Some scholars consider that fiscal decentralization has a significant
promoting effect on new urbanization and that its mechanism is influenced by the govern-
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ment’s resource control situation [17] and fiscal pressure [18]. Yang and Qiu (2019) found
that the degree of fiscal decentralization and the level of new urbanization have an inverted
U-shaped relationship and studied its mechanism [22]. Ding (2020) posited that the impact
of fiscal decentralization on new urbanization is uncertain. Increasing the level of fiscal
decentralization is important for urban infrastructure construction, but it has a negative
impact on improving the supply of public services [23].

Although Qian and Weingast (1997) attributed China’s strong government incentives
to fiscal decentralization [24], Zhou (2007) argued that the pursuit of economic growth is
the most fundamental and long-term source of incentives for local governments [25]. This
is reflected in the clear annual economic growth targets set by higher-level governments,
which both constrain and stimulate the subjective initiatives of lower-level governments,
emphasizing economic construction at all levels of government. Furthermore, peer govern-
ments refer to and compete with each other in setting economic growth targets, leading
to a “yardstick competition” and “promotion tournament” effect [26], further driving
incentives. This approach has been widely adopted in 49 countries and regions as a macroe-
conomic management system and a means of promoting economic growth [27]. China has
successfully maintained high-speed economic growth for nearly 30 years since the reform
and opening-up period, largely attributed to the establishment and implementation of
economic growth targets. Xu et al. (2018) found that economic growth targets drive actual
economic growth and increase the contribution of capital and investment rates [28]. Liu et al.
(2019) conducted empirical tests on urban samples, revealing that for every 1% increase
in economic growth targets, regional investment significantly increased by approximately
0.44% [29]. Huang et al. (2015) studied foreign investment and found that for every 1%
increase in economic growth targets, the level of foreign investment utilization in the region
increased by approximately 0.34 percentage points. Thus, the role of economic growth
targets in promoting “quantity” and “speed” growth cannot be underestimated [30].

Since 2010, China has entered a “new normal” stage of development, shifting from
pursuing high-speed economic growth to high-quality development. As a result, economic
research has started to shift its focus from “speed” to “quality” when examining the impact
of economic growth targets on various development qualities. However, drawbacks of
economic growth targets have become apparent. Xu et al. (2018) found that for every
1% increase in economic growth target, there is a 1% decline in economic development
quality when studying different policy tools [28]. The methods of setting economic growth
targets, such as the “layer by layer” and “hard constraint” methods, have distorted public
spending [31], inhibited the upgrading of the local service industry structure [32], and
slowed the improvement of total factor productivity [33]. In the “new normal” stage,
economic structure optimization and upgrading require a shift from factor-driven and
investment-driven growth to innovation-driven growth. However, Wang et al. (2021)
found an inverted U-shaped curve relationship between economic growth targets and
regional innovation. That is, when the economic growth target exceeds a certain value,
it significantly inhibits regional innovation [34]. Additionally, because economic growth
targets use GDP growth rate as a single performance measurement standard, local gov-
ernments have pursued a “short, flat, and fast” development model, leading to radical
urbanization [35]. When government pressure increases, environmental protection is of-
ten neglected, leading to a U-shaped relationship between economic growth targets and
environmental pollution [36], enterprise environmental protection investment [37], and
regional energy consumption scale and structure [27].

Both fiscal decentralization and economic growth targets are just types of government
incentive mechanisms and have only an indirect effect on the development of new-type
urbanization. The direct effect still needs to be achieved through specific government ac-
tions. A large number of research results have shown that the government can promote the
development of new urbanization by increasing investment in scientific and technological
innovation [15], attracting foreign investment [13], and promoting local industrial agglom-
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eration [38]. However, attention should be paid to the degree of government intervention,
and the government should play its role in improving the degree of marketization [39].

2.2. Theoretical Hypothesis
2.2.1. Economic Growth Targets and New-Type Urbanization

The establishment of an economic growth target during a specific period can mo-
tivate local governments to introduce a series of policies and support resources aimed
at promoting economic growth. When the target is set within a reasonable range, local
governments can gain a sense of control and confidence in achieving the economic growth
target. After formulating corresponding policy measures, they can listen to various policy
recommendations from higher authorities, actively carry out livelihood construction, focus
on investment in technology innovation, ecological environment protection, and human
capital, increase fiscal expenditure on people’s livelihoods, and shift their focus to long-term
economic development processes, thereby promoting sustainable economic development.
Additionally, the attention given to long-term development allows the government to play
a more significant role in promoting market self-regulation, correspondingly reducing the
level of government intervention. At this point, as the economic growth target increases,
the leading role of the market will gradually become prominent [40], and the construction
and development of the population, economy, and ecological environment will advance in
tandem, improving the level of new urbanization development. In this way, the growth
target becomes a positive driving force.

When the economic growth target is too high compared with normal trends, however,
the driving force will become pressure, which directly affects local officials who are subject
to promotion performance assessments. To achieve significant economic growth within the
year, on the one hand, the government will focus its efforts on changes in GDP and neglect
long-term construction in ecology and livelihoods, sacrificing the quality of urbanization in
pursuit of quantitative economic growth. On the other hand, to achieve the target within
a year, the government will inevitably adopt short-term and quick-effect government
intervention measures, such as continuously increasing the input of production factors and
issuing stronger economic policies. As the target is raised, the government will increase
its level of intervention, ultimately resulting in excessive land development [9], a low
utilization rate of corporate production capacity [41], and crowding out of investment in the
corporate environment [37], among other issues. These consequences will ultimately reduce
the level of new urbanization development in terms of population, economy, ecological
environment, urban–rural disparities, and other aspects. On the basis of this, this article
proposes the following:

Hypothesis 1. There is a nonlinear inverted U-shaped relationship between economic growth
targets and the level of new-type urbanization.

2.2.2. Economic Growth Targets, Public Fiscal Expenditure, and New-Type Urbanization

Public expenditures cover a wide range of areas, including education, science and
technology, social security, and environmental protection. As a crucial instrument for
local governments to pursue regional development, public expenditures play a direct role
in promoting the level of new-type urbanization [42]. Setting economic growth targets
within a reasonable range can boost local governments’ economic development initiatives,
encouraging them to mobilize various resources and methods to achieve development.
As the completion of these goals is relatively easy, local governments are more adept at
promoting economic sustainability while focusing on political policy incentives beyond
GDP, such as the “dual carbon” plan, technological innovation, and the construction of
people’s livelihoods to showcase their achievements to higher authorities. To fully develop
the economy, local governments inevitably increase total government spending while
maintaining a reasonable expenditure structure. Public financial spending will increase
together with constructive spending to promote new-type urbanization development.
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When economic growth targets continue to increase and exceed a reasonable threshold,
development momentum, however, turns into pressure. Local governments may then
begin to pursue short-term economic interests, continuously increasing constructive fiscal
spending to expand investment and production capacity, neglecting people’s livelihood
development, and squeezing out public expenditures. This phenomenon may lead to
investment distortion [9] and inefficient resource allocation, hindering the development
of new-type urbanization. Therefore, local governments should exercise caution when
increasing economic growth targets and strive to maintain a balance between economic
development and public expenditures to achieve sustainable new-type urbanization.

Hypothesis 2. Public expenditures play a mediating role in the inverted U-shaped relationship
between economic growth goals and the level of new-type urbanization development.

2.2.3. Economic Growth Targets, Land Finance, and New-Type Urbanization

The relationship between land finance and urbanization has been a topic of debate in
academic circles. On the one hand, some scholars argue that large-scale land transfers by
local governments accelerate land urbanization [43] but can also create imbalances between
the population and land area, resulting in problems such as “ghost cities” and urban sprawl.
Additionally, the imbalanced price structure of land can inflate the semi-urbanization
rate [44], which damages the sustainability of urban development [9,45]. On the other
hand, some scholars have acknowledged the positive role of land finance in urbanization
from the perspective of public expenditure. For example, Lin and Yi (2011) have argued
that land finance increases public financial expenditure, thus promoting land urbanization
in Jiangsu Province in China from a political economy perspective [46]. Similarly, Lu et al.
(2019) have found that while land finance generally increases semi-urbanization, it can also
weaken the effect of half-urbanization by raising public expenditure [47].

In this paper, we consider the role of land finance in the relationship between economic
growth targets and new-type urbanization, which depends on the balance between its
contribution to new-type urbanization through public expenditure and the harm caused by
the distortion of the population-land relationship, as well as the magnitude of the various
dimensions of new-type urbanization indicators. If the level of new-type urbanization
brought about by land finance through public expenditure is too high compared with
the structural imbalances that it causes, then land finance will have a negative effect
on the inverted U-shaped relationship between economic growth targets and new-type
urbanization. The inflection point will shift to a higher target level, the curve will flatten,
and the negative effect will be delayed. Conversely, if the level of new-type urbanization
brought about by land finance through public expenditure is low compared with the
structural imbalances that it causes, then land finance will have a positive effect. It will shift
the inflection point to a lower target level, the curve will flatten, and the negative effect will
occur earlier. On the basis of this, the following two possible hypotheses are proposed:

Hypothesis 3. Land finance negatively moderates the inverted U-shaped relationship between
economic growth targets and new-type urbanization by increasing public expenditure, delaying the
negative impact to a higher target level.

Hypothesis 4. Land finance positively moderates the inverted U-shaped relationship between
economic growth targets and new-type urbanization, bringing forward the negative impact to
a lower target level.

2.2.4. Pathway Mechanisms

The impact of economic growth targets on new-type urbanization may be realized
through the six dimensions of new-type urbanization, and their relationship needs to be
further tested. Meanwhile, the various expenditures related to public spending, such as



Land 2023, 12, 916 7 of 24

science, education, culture, health, social security, and environmental protection, need to be
implemented through specific construction measures. This study investigates the pathways
and mechanisms of their impact within this framework.

The following is a translation of the text into academic English using “new-type
urbanization” and “economic growth targets” for the corresponding Chinese terms.

Economic growth targets and population development: The construction of infrastruc-
ture and public services is an important driving force for promoting population migration
to cities [48,49]. An increase in economic growth targets within a reasonable range may
stimulate local governments to be more proactive in infrastructure and public service
development, improve transportation, and raise the levels of healthcare and education,
thereby attracting rural and even out-of-province residents to migrate inward and improve
population development. However, when the pressure to achieve economic growth targets
is too great, investments in infrastructure and public services may be deferred or reduced
in the short term, hindering population development.

Economic growth targets and economic quality: Innovation is an important engine
for improving the quality of regional economic development. As economic growth targets
increase, governments may increase subsidies and investment in corporate innovation
to enhance the core competitiveness of their regions. However, when economic growth
targets reach a certain limit, further increases may make governments subservient to GDP
growth, leading them to adopt “quick and dirty” economic development strategies and
gradually abandon long-term development methods such as technological innovation.

Economic growth targets and people’s livelihoods: Social security is a fundamental
project in urban construction that enhances citizens’ social welfare and raises their living
standards. When economic growth targets are relatively low, local governments may
pay more attention to the sustainable development of people’s livelihoods and social
development, which also maintains their political reputation. Governments will prioritize
the improvement of social security and employment protection, thereby raising people’s
living standards. However, when economic growth targets are set too high, social security
may be neglected, and people’s living standards may not be sustained.

Economic growth targets and spatial intensification: As economic growth targets
increase, local governments are bound to use land transfers to increase revenue and carry
out economic development. However, large-scale land transfers can directly lead to an im-
balance between population and land area, resulting in urban sprawl, which is unfavorable
for spatial intensification development.

Economic growth targets and ecological civilization: Energy structure reflects the
use of clean and highly polluting energy in a region, and optimizing energy structure is
conducive to ecological civilization progress. An increase in economic growth targets may
cause governments to neglect the adjustment of energy structure, thereby affecting regional
environmental levels.

Economic growth targets and rural–urban integration: Finance, as a manifestation of
science and technology in public expenditure, has an important influence on rural–urban
integration. In the primary stage of financial development, financial resources tend to
concentrate in cities, leading to an increasing gap in technology, capital, and other resources
between urban and rural areas, reducing rural–urban integration. However, as financial
levels improve, financial resources begin to spread from cities to rural areas, narrowing the
urban–rural gap and increasing integration [50]. An increase in economic growth targets
may reduce a company’s total factor productivity and financial technology innovation,
thereby inhibiting financial development.

The research framework of this article is illustrated in Figure 1:
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3. Materials & Methods
3.1. Model Settings
3.1.1. Benchmark Model

To test the nonlinear relationship between economic growth targets and the level of new-
type urbanization, this study refers to Chai (2022) [27] and establishes the following model:

nurbit = β0 + β1targetit + β2target2
it + ∑ ϕXit + γi + λt + εit (1)

where nurbit, targetit, and Xit represent the level of new-type urbanization, economic
growth targets, and other control variables of province i in year t, respectively. γi and λt are
province fixed effects and year fixed effects, respectively, and εit is the random disturbance
term. When β2 < 0, there is an inverted U-shaped relationship between the two. Notably,
owing to the large differences in sample data values, this paper takes the logarithmic form
of the variables for regression.

3.1.2. Mediation Effect Model

This paper refers to MacKinnon (2000) [51] to test the mediating effect of public
expenditure between economic growth targets and the level of new-type urbanization. The
model is set as follows:

Mit = θ0 + θ1targetit + θ2target2
it + ∑ ϕXit + γi + λt + εit (2)

nurbit = θ′0 + θ′1targetit + θ′2target2
it + θ′3Mit + ∑ ϕXit + γi + λt + εit (3)

where Mit is the intermediate variable of government intervention, and the intermediate
variable model consists of Equations (2) and (3). Equation (3) tests the effect of economic
growth targets on the intermediate variable, while Equation (4) tests the effect of economic
growth targets and the intermediate variable on new-type urbanization. There are two
forms of the inverted U-shaped mediating effect model, and the other form is as follows:

Mit = η0 + η1targetit + ∑ ϕXit + γi + λt + εit (4)

nurbit = η′0 + η′1targetit + η′2target2
it + η′3Mit + η′4M′it + ∑ ϕXit + γi + λt + εit (5)

There is a nonlinear relationship between the intermediate variable and the
dependent variable.
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3.1.3. Moderate Effect Model

To further investigate the impact of economic growth targets on the level of new-
type urbanization and to examine the moderating effect of land finance on the overall
relationship as well as the effect of public financial expenditure, the following interaction
term between land finance and economic growth targets and its square are added to
models (2) and (3):

pexpit = α0 + α1targetit + α2target2
it + α3targetit × r_priceit + α4target2

it × r_priceit + ∑ ϕXit + γi + λt + εit (6)

nurbit = α′0 + α′1targetit + α′2target2
it + α′3targetit × rpriceit + α′4target2

it × rpriceit + α′5 pexpit + ∑ ϕXit + γi + λt + εit (7)

The variable r_priceit represents land finance. Haans et al. (2016) [52] stated that when
α4 > 0, the moderating effect makes the original inverted U-shaped curve flatter, indicating
a negative moderating effect. When α1α4−α2α3 > 0, the inflection point shifts to the right.

3.2. Description of Variables
3.2.1. Explanatory Variable: The Development Level of New Urbanization

On the basis of the theoretical connotation of new-type urbanization as human-
centered, synergistic, inclusive, and sustainable, the new-type urbanization development
level system established in this paper contains 27 indicators in six dimensions, as shown in
Table 1: population development, quality of the economy, ecological civilization, people’s
quality of life, spatial intensification, and urban–rural integration.

Table 1. New urbanization development level index system.

Target Dimension Index Direction

N
ew

-type
urbanization

level

Population development
Urbanization rate +

Unemployment rate −
Number of students enrolled in higher education per 100,000 population +

Economic quality
Per GDP +

Share of secondary and tertiary industries in GDP +
Fixed asset investment per capita +

Social life

Urban disposable income per capita +
Share of education spending in GDP +

Number of health technicians per 1000 population +
Number of beds in medical and health institutions per 1000 population +

Public transport vehicles per 10,000 people +
Public toilets per 10,000 people +
Library collection of 100 people +

Urban pension insurance coverage rate +
Urban unemployment insurance penetration rate +

Urban water access rate +
Urban gas penetration rate +

Space intensification
Built-up area +

Urban population density +
Paved road area per capita +

Ecological civilization

Urban wastewater treatment rate +
Green space per capita +

Greening coverage of built-up areas +
Pollution-free domestic waste disposal rate +

Industrial sulfur dioxide emissions −

Income gap Income ratio between urban and rural residents −
Expenditure ratio of urban and rural residents −

Population development: The urbanization rate shows the process of rural labor force
concentrating in cities, and the proportion of urban resident population rises. The urban



Land 2023, 12, 916 10 of 24

unemployment rate is both a consideration for the transfer of the rural population to cities
and a measure of the substantive results of urbanization based on the employment rate, and
the rural labor force must achieve employment after transfer to be considered urbanized.
Gradually, the quality of the population is improved as the rural population is exposed to
the educational resources in the cities, and the number of students in higher education per
100,000 population is used as an evaluation of the quality of the population.

Economic quality: Urbanization and economic development mutually interact and
promote each other. In addition to GDP per capita, which measures economic growth, in-
dustrial restructuring, and fixed asset investment are important tools to promote economic
construction and improve the quality of economic development.

Social life: The quality of people’s lives is the direct manifestation of the “people-
oriented” concept of new urbanization. The construction and protection level of regional
public services is the key to reflecting whether the rural migrant population is truly inte-
grated into the city. As the degree of social humanity increases, it becomes more attractive
to the rural population, and people’s sense of belonging becomes stronger.

Spatial intensification: The construction of new urbanization requires a scientific and
compact spatial pattern. It means increasing the urban land area at the same time as the
urbanization rate of the population rises so as to realize the balanced development of urban
and rural areas. The built-up area, paved road area per capita, and population density
reflect the spatial layout of urbanization.

Ecological civilization: The degree of ecological civilization reflects the sustainable
development level of the new urbanization, and handling pollution and environment-
friendly construction are two important criteria for evaluating the ecological livability of an
area. In terms of pollution control, the pollution-free treatment rate of urban sewage and
domestic garbage and sulfur dioxide emissions are selected, and for ecological protection,
the area of green space in parks and the greening coverage of built-up areas are effective
statistical factors.

Urban-rural integration: Urban-rural integration is a comprehensive, coordinated,
and fair view of development, which emphasizes urban-rural equality to solve the dual-
structure problem. This paper selects two indicators to evaluate the degree of urban–rural
integration: the ratio of the income level of urban and rural residents and the ratio of the
consumption level of urban and rural residents.

This paper adopts the entropy weighting method to calculate the weights of the
indicators. The entropy method is an objective assignment method in the specific use of
the process; according to the dispersion of the data of each indicator, the entropy weight of
each indicator is calculated using the information entropy so as to obtain a more objective
indicator weight. To a certain extent, it circumvents the bias of subjective factors.

To eliminate the influence brought by the index scale and unit, standardized dimen-
sionless processing is carried out first. The specific steps are as follows.

For the indexes with larger entropy weights indicating a higher development level
of new urbanization, the positive index calculation formula is used for processing, as in
Equation (8).

Xit =
xij −min

{
xij

}
max

{
xij

}
−min

{
xij

} i = 1, 2, . . . , m; j = 1, 2, . . . , n (8)

When a larger entropy weight of the indicator indicates a lower level of new urbaniza-
tion development, the negative indicator calculation formula is used for processing, as in
Equation (9).

Xit =
max

{
xij

}
− xij

max
{

xij
}
−min

{
xij

} i = 1, 2, . . . , m; j = 1, 2, . . . , n (9)
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Calculate the weight of the indicator value of the j indicator in the i year.

rij =
Xij

∑m
i=1 Xij

(10)

Calculate the entropy value of the j indicator.

ej = −
1

lnm

m

∑
i=1

Xij × lnXij (11)

Calculate the coefficient of variability of the j indicator.

gj = 1− ej (12)

Calculate the weight of the j indicator.

ωj =
gi

∑n
j=1 gi

(13)

The final composite score of each indicator Si.

Si =
n

∑
j=1

ωjXij (14)

3.2.2. Explanatory Variables

Core explanatory variable: Following Chai (2022) [27], this study obtained economic
growth targets from the annual government work reports released in January each year by
30 provinces in China.

Mediating and moderating variables: This study selected the sum of six categories
of government public expenditures, including science, education, culture, health, social
security and employment, and environmental protection, as measures of government
public financial expenditure. The proportion of land transfer prices to government fiscal
revenue was used as a measure of land finance.

Control variables: This study introduced control variables from the aspects of trade,
financial development, regional innovation, infrastructure construction, energy structure,
and wages. The ratio of total import and export trade volume to regional GDP was used
as the trade factor (trade), the proportion of financial value-added to GDP was used as
the local financial development level (fc), the number of patents per capita was used to
measure regional innovation (ppat), traffic density was used to measure infrastructure
construction (inf), the proportion of coal consumption to primary energy consumption
was used as the energy structure (ES), and average employee wages were used as income
status (wage).

3.2.3. Data Source and Description

The present study uses panel data from 30 provinces in China from 2005 to 2020.
The variables are mainly obtained from government work reports, including the “China
Statistical Yearbook”, “China Environmental Statistical Yearbook”, and other sources.
Owing to changes in statistical methods, public fiscal expenditure data for the period from
2007 to 2020 were used, while land transfer data were obtained from the Land Market
Network and aggregated at the provincial level. Missing data were imputed using linear
interpolation and mean value methods. Descriptive statistics for all variables are presented
in Table 2.
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Table 2. Descriptive statistics of variables.

Variables Obs Mean Std. Dev Min Max

nurb 480 0.288 0.099 0.089 0.633
target 480 9.227 2.045 3.800 15.000
pexp 420 1855.523 1362.883 101.347 8981.460

r_price 480 1.450 11.414 0.000 212.268
trade 480 28.824 32.573 0.711 166.816

fc 480 5.763 3.234 0.607 19.910
ppat 480 8.189 11.554 0.145 74.383
inf 480 89.268 51.043 4.267 222.542
ES 480 0.952 0.410 0.025 2.461

wage 480 5.018 2.758 0.739 17.818

Using the aforementioned indicators and entropy weighting method to obtain data,
this study presents the development level of new urbanization in 2005, 2010, 2015, and
2020 in a visual form to observe changes and distribution characteristics. The results are
shown in Figure 2.

Land 2023, 12, x FOR PEER REVIEW 12 of 24 
 

3.2.3. Data Source and Description 
The present study uses panel data from 30 provinces in China from 2005 to 2020. The 

variables are mainly obtained from government work reports, including the “China Sta-
tistical Yearbook”, “China Environmental Statistical Yearbook”, and other sources. Owing 
to changes in statistical methods, public fiscal expenditure data for the period from 2007 
to 2020 were used, while land transfer data were obtained from the Land Market Network 
and aggregated at the provincial level. Missing data were imputed using linear interpola-
tion and mean value methods. Descriptive statistics for all variables are presented in Table 
2. 

Table 2. Descriptive statistics of variables. 

Variables Obs Mean Std. Dev Min Max 
nurb 480 0.288 0.099 0.089 0.633 
target 480 9.227 2.045 3.800 15.000 
pexp 420 1855.523 1362.883 101.347 8981.460 

r_price 480 1.450 11.414 0.000 212.268 
trade 480 28.824 32.573 0.711 166.816 

fc 480 5.763 3.234 0.607 19.910 
ppat 480 8.189 11.554 0.145 74.383 
inf 480 89.268 51.043 4.267 222.542 
ES 480 0.952 0.410 0.025 2.461 

wage 480 5.018 2.758 0.739 17.818 

Using the aforementioned indicators and entropy weighting method to obtain data, 
this study presents the development level of new urbanization in 2005, 2010, 2015, and 
2020 in a visual form to observe changes and distribution characteristics. The results are 
shown in Figure 2. 

 
Figure 2. Development level of new-type urbanization. Figure 2. Development level of new-type urbanization.

From 2005 to 2020, the overall level of new-type urbanization gradually increased,
with the new-type urbanization development level of the 30 provinces reaching above 0.3 in
2020. The regional distribution of the new-type urbanization level is also very evident, with
Beijing, Tianjin, and the coastal provinces in eastern China maintaining a relatively high
level of new-type urbanization development, while the provinces in central and western
China have been developing more slowly and have always lagged behind the southeastern
coastal areas. This visualization result provides a theoretical basis for the subsequent
analysis of regional and temporal heterogeneity.
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4. Results
4.1. Baseline Regression Result

Table 3 presents the baseline regression results of the relationship between economic
growth targets and the new-type urbanization development level. The first column of
Table 3 reports the results without control variables but controlling for province and time
effects. The coefficient of the first-order term of economic growth targets is significantly
positive at the 1% level, whereas the coefficient of the second-order term is significantly
negative at the 1% level. Columns (2)–(4) gradually add control variables while controlling
for province and time effects. The coefficients of the first- and second-order terms are still
significantly different from zero at the 1% level, indicating a nonlinear inverted U-shaped
relationship between economic growth targets and the new-type urbanization development
level. Thus, hypothesis 1 is supported, indicating that the effect of economic growth targets
on new-type urbanization is first to promote and then to inhibit. The inflection point is
X1 = −α1/2α2 = 11.94. It was found that 13.5% of the economic growth targets are above
11.94, and these provinces are mostly located in the central and western regions. Therefore,
most of the economic growth targets currently formulated in China are in the promotion
stage of new-type urbanization.

Table 3. Impact of economic growth targets on the level of urbanization development.

Variables
Nurb

(1) (2) (3) (4)

target 0.0241 *** 0.0207 *** 0.0196 *** 0.0191 ***
(7.848) (6.728) (6.607) (6.396)

target2 −0.0011 *** −0.0009 *** −0.0009 *** −0.0008 ***
(−6.957) (−5.913) (−5.873) (−5.721)

lntrade 0.0056 ** 0.0075 *** 0.0078 ***
(2.380) (3.317) (3.432)

fc −0.0029 *** −0.0032 *** −0.0032 ***
(−4.136) (−4.809) (−4.735)

ppat 0.0006 *** 0.0007 ***
(5.416) (5.697)

lninf 0.0351 *** 0.0351 ***
(5.220) (5.226)

ES 0.0064
(1.165)

lnwage 0.0175 *
(1.653)

_cons 0.0417 *** 0.0514 *** −0.0713 ** −0.0802 ***
(2.589) (2.835) (−2.491) (−2.718)

Year FE Yes Yes Yes Yes
Province FE Yes Yes Yes Yes

N 480 480 480 480
R-sq 0.9695 0.9711 0.9737 0.9739

t-statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01.

4.2. Mechanism Analysis
4.2.1. Mediating and Moderating Effect

The inverted U-shaped relationship between economic growth targets and the level
of new-type urbanization is directly related to government behavior, which intervenes
in economic development by allocating different fiscal expenditures. Table 4 presents
the mediating effects of public expenditure on this relationship in models (2) and (3). In
model (2), which examines the effect of economic growth targets on public expenditure,
the first-order coefficient is significantly positive at the 1% level, while the second-order
coefficient is significantly negative at the 5% level. This suggests an “initial promotion,
then suppression” inverted U-shaped relationship between economic growth targets and
public expenditure. Column (2) examines the relationship between public expenditure
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and new-type urbanization and finds that public expenditure promotes the development
of new-type urbanization and is significant at the 1% level. This indicates that public
expenditure plays a partial mediating role in the inverted U-shaped relationship between
economic growth targets and the level of new-type urbanization, as higher economic
growth targets lead to increased government expenditure on people’s livelihoods, which
promotes the development of new-type urbanization but eventually results in a decline in
its level. Therefore, hypothesis 2 is verified.

Table 4. Mediating and moderating effects.

Variables
Lnpexp Nurb Lnpexp Nurb

(2) (3) (6) (7)

target 0.0586 *** 0.0129 *** 0.1147 *** 0.0202 ***
(3.605) (4.823) (5.784) (5.916)

target2 −0.0017 ** −0.0006 *** −0.0042 *** −0.0009 ***
(−2.151) (−4.758) (−4.428) (−5.854)

lnpexp 0.0523 *** 0.0436 ***
(6.215) (5.055)

c.target#c.r_price −0.1061 *** −0.0127 ***
(−4.930) (−3.456)

c.target2#c.r_price 0.0046 *** 0.0005 ***
(4.863) (3.423)

r_price 0.6134 *** 0.0731 ***
(4.996) (3.490)

_cons 3.6731 *** −0.2848 *** 3.4410 *** −0.2812 ***
(14.067) (−5.442) (13.398) (−5.433)

Controls Yes Yes Yes Yes
Year FE Yes Yes Yes Yes

Province FE Yes Yes Yes Yes
N 420 420 420 420

R-sq 0.9889 0.9768 0.9897 0.9777
t-statistics in parentheses. ** p < 0.05, *** p < 0.01.

The regulatory effect of land finance in the first stage of mediation was examined, and
after adding the cross-product terms of land and targets and their quadratic terms, the
first- and second-order terms of economic growth targets on public expenditure passed the
significance test at 1%, still showing an inverted U-shaped relationship. The coefficient of
the square cross-product term between land finance and economic growth targets is signifi-
cantly positive, indicating that the negative regulatory effect of government competition
on the inverted U-shaped relationship between economic growth targets and new-type
urbanization is significant, and the inverted U-shaped curve becomes flatter. According
to the inflection point displacement discrimination, α1α4 − α2α3 > 0, indicating that the
inflection point shifts to the right, the existence of land finance makes the reduction effect of
economic growth targets on public expenditure occur at a higher level of economic growth
target. As a moderated mediation model, land finance plays a negative regulatory role
in the relationship between economic growth targets and new-type urbanization, making
the overall inflection point shift to the right and the inhibitory effect of economic growth
targets on new-type urbanization occurs at a higher level of economic growth target. This
indicates that the positive impact of land finance through public expenditure outweighs its
negative effects, such as land expansion. Thus, Hypothesis 3 is confirmed.

To visually demonstrate the moderating effect of the moderator variable on the in-
verted U-shaped relationship in the first stage of the mediation model, this study presents
a quadratic function plot showing the shape and position of the inverted U-shaped curve
at two levels of land finance, high and low (selected at the 25th and 75th percentiles,
respectively), as shown in Figure 3.
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The above figure shows that as land transfer income increases, the turning point of the
curve occurs at a higher economic growth target and a higher level of public expenditure.
This indicates that through increasing financial revenue and expenditure, land finance also
raises the level of public expenditure, causing the inhibitory effect of economic growth
targets on public expenditure to occur at higher target levels.

4.2.2. The Pathway of Economic Growth Targets on New-Type Urbanization

On the basis of theoretical analysis and research hypotheses, this paper further ex-
amines the paths through which economic growth targets affect new-type urbanization
from six aspects: population development, quality of the economy, people’s livelihoods,
spatial intensification, ecological civilization, and urban–rural integration, and explores the
specific impacts of economic growth targets on these six dimensions. Table 5 reports the
effects of economic growth targets on each component.

Table 5. Impact of economic growth targets on the six dimensions of new urbanization.

Variables Popu Eco Soc Space Envi Gap

target 0.0254 *** 0.0574 *** 0.0056 −0.0013 0.0282 ** 0.0504 ***
(4.065) (7.387) (1.505) (−0.846) (2.407) (3.769)

target2 −0.0010 *** −0.0028 *** −0.0002 −0.0012 ** −0.0019 ***
(−3.383) (−7.319) (−0.889) (−2.093) (−2.893)

_cons −0.1519 ** −0.2014 *** −0.0522 0.2061 *** −0.1583 −0.6052 ***
(−2.463) (−2.621) (−1.422) (2.876) (−1.369) (−4.580)

Controls Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes

Province FE Yes Yes Yes Yes Yes Yes
N 480 480 480 480 480 480

R-sq 0.8189 0.9579 0.8860 0.7973 0.9082 0.8555
t-statistics in parentheses. ** p < 0.05, *** p < 0.01.

The above models all include control variables that control for provincial and time
effects. It can be found that in the dimensions of population development, quality of
the economy, ecological civilization, and urban–rural coordination, there are significant
positive coefficients for the linear term and significant negative coefficients for the quadratic
term, indicating that there is an inverted U-shaped relationship between economic growth
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targets and the above four dimensions. However, the regression results of economic growth
targets on people’s livelihoods and spatial intensification are not significant, which is
not consistent with the above hypothesis. Subsequent path analysis will not discuss the
mediating mechanism in the dimensions of people’s livelihoods and spatial intensification.

Path analysis indicates that the economic growth target mainly affects the new ur-
banization through four aspects: population development, economic quality, ecological
civilization, and urban-rural coordination. When the economic growth target is raised
within a reasonable range, the reasons for the improvement in population development,
economic quality, ecological construction, and urban-rural coordination may come from
two aspects. First, the means by which local governments promote economic growth
include various aspects, such as increasing the urbanization rate, adopting green technolo-
gies, and narrowing the urban-rural gap. These means promote the development of the
other three dimensions while enhancing the economy. Second, from the perspective of
multiple political achievements, when officials estimate that strong incentive targets, such
as GDP growth rates, can be achieved, they may allocate their efforts to other political
achievements. Some aspects of population development, ecological construction, and
urban-rural coordination may be the government’s goals. However, when the economic
growth target is set too high, the government overly focuses on short-term economic
growth, which squeezes out resources from the other three aspects and also constrains the
improvement of economic quality. Overall, there is actually a resource competition rather
than a coordinated development relationship between economic growth and population
development, economic quality, ecological construction, and urban-rural coordination. The
reason why there is no significant effect on people’s lives and space intensity may be due
to insufficient incentives from the central government in these two aspects, which results
in officials not paying attention to their development compared to other aspects, or there is
no coordinated development or resource competition between economic growth and these
two aspects. This provides evidence and inspiration for the relationship and trade-offs
among various indicators of new urbanization.

4.2.3. The Pathway Mechanism Analysis

Columns (1) and (2) in Table 6 show the mediating effect of infrastructure investment
on population development. The coefficient of the first-order term of economic growth
targets is significantly positive at the 5% level, while the coefficient of the second-order
term is significantly negative at the 10% level in Column (1), indicating that an increase in
economic growth targets initially leads to an increase and then a decrease in infrastructure
investment. In Column (2), infrastructure investment significantly promotes population
development at the 1% level. Columns (3) and (4) show the mediating effect of regional
innovation on the quality of the economy. The coefficient of the first-order term of economic
growth targets is significantly positive at the 1% level, while the coefficient of the second-
order term is significantly negative at the 1% level in Column (3), indicating that a rise in
economic growth targets initially leads to an increase and then a decrease in innovation
investment. In Column (4), regional innovation significantly promotes economic quality at
the 1% level. Columns (5) and (6) show the mediating effect of energy structure adjustment
on environmental protection. Economic growth targets suppress energy structure adjust-
ment at the 1% level in Column (5), while the coefficients of the first-order and second-order
terms of energy structure adjustment are significantly positive at the 1% level in Column (6),
indicating a U-shaped relationship between energy structure adjustment and environmen-
tal protection. Columns (7) and (8) show the mediating effect of financial development
on urban–rural coordination. Economic growth targets significantly suppress financial
development at the 1% level in Column (7), while the coefficient of the second-order term
of financial development is significantly positive at the 1% level, indicating a U-shaped
relationship between financial development and urban–rural coordination.
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Table 6. Pathway mechanism.

Variables
Lninf Popu Lnppat Eco lnES Envi Lnfc Gap

(1) (2) (3) (4) (5) (6) (7) (8)
target 0.0433 ** 0.0254 *** 0.2669 *** 0.0574 *** −0.0267 *** 0.0284 ** −0.0255 *** 0.0552 ***

(2.028) (4.065) (4.637) (7.387) (−3.212) (2.432) (−3.099) (4.190)
target2 −0.0017 * −0.0010 *** −0.0127 *** −0.0028 *** −0.0012 ** −0.0022 ***

(−1.666) (−3.383) (−4.491) (−7.319) (−2.149) (−3.328)
ppat −0.0052 *** −0.0018 *** 0.0041 *** −0.0156 *** −0.0025 *** −0.0088 *** −0.0042 ***

(−6.363) (−7.065) (13.063) (−9.587) (−5.105) (−5.286) (−7.503)
lninf 0.0587 *** 0.6800 *** 0.0191 0.1064 0.0661 ** −0.0413 0.1912 ***

(4.182) (5.491) (1.091) (1.110) (2.511) (−0.441) (6.424)
lnES 0.1059 ***

(4.717)
lnES2 0.0269 ***

(4.583)
lnfc −0.0960 ***

(−3.276)
lnfc2 0.0323 ***

(3.068)
_cons 3.3472 *** −0.1519 ** −4.2384 *** −0.2014 *** −0.0325 −0.0542 1.2503 *** −0.5981 ***

(24.343) (−2.463) (−7.912) (−2.621) (−0.088) (−0.484) (3.378) (−4.615)
Controls Yes Yes Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes Yes Yes

Province FE Yes Yes Yes Yes Yes Yes Yes Yes
N 480 480 480 480 480 480 480 480

R-sq 0.8738 0.8189 0.9446 0.9579 0.3474 0.9084 0.8316 0.8590

t-statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01.

The results indicate that although local governments have certain discretion in gov-
erning local affairs, their behavior is constrained by the incentives set by the central
government. The impact of economic growth targets on government behavior also re-
veals a “crowding-out effect” of the pursuit of economic growth by local governments
on measures such as energy structure adjustment, financial development (which reflects
the degree of regional marketization to some extent), and other related measures. With
regard to infrastructure construction and regional innovation, within a reasonable range,
pursuing economic growth goals can have a promoting effect. However, beyond a certain
limit, the government will reduce investment in measures that have slow effectiveness,
such as infrastructure and innovation incentives, and allocate more resources to promote
economic growth.

4.3. Heterogeneity Analysis
4.3.1. Time Heterogeneity

In 2014, the Chinese economy entered the “new normal” phase, and the central
government began to consciously lower its economic growth targets. On the one hand, the
size of the Chinese economy had reached a certain scale and its growth had undergone
structural deceleration, making it no longer realistic to pursue high growth rates. On
the other hand, the central government gradually became aware of the drawbacks of
rapid growth and began to transition from high-speed economic growth to high-quality
development. At the same time, the concept of “new urbanization” was officially proposed
in that year, and local officials responded to the call, striving to stand out and set an example
in the movement of new-type urbanization construction in order to achieve promotion.
Therefore, this paper takes 2014 as a time node and conducts empirical research on the data
from 2005 to 2013 and from 2014 to 2020.

Table 7, Column (1) and (2) indicate that the effect of economic growth targets on
new-type urbanization exhibits time heterogeneity. Prior to 2014, the impact of economic
growth targets on new-type urbanization followed an inverted U-shaped curve, while
after 2014, economic growth targets promoted the improvement of the level of new-type
urbanization. This suggests that the relationship between the two factors changes with the
evolution of central policies and priorities. Before 2014, economic growth was the core task,
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so GDP growth rate had a stronger incentive effect. Local officials often set higher growth
targets to showcase their personal abilities, which led to excessive concentration of local
government resources on a single indicator, causing the level of new-type urbanization
construction to increase first and then decrease with the increase of economic growth
targets. After 2014, high-quality development became the core task, and economic growth
targets remained within a reasonable range. Local officials have been steadily promoting
coordinated development in various areas of the region, thus ensuring the high-level
development of new-type urbanization involving multi-dimensional efforts.

Table 7. Regional and time heterogeneity.

Variables
Year < 2014 Year ≥ 2014 East Middle West

(1) (2) (3) (4) (5)

target 0.0210 *** 0.0016 * 0.0068 *** 0.0189 *** 0.0146 ***
(2.806) (1.746) (4.878) (2.918) (4.006)

target2 −0.0008 ** −0.0009 *** −0.0007 ***
(−2.439) (−2.660) (−4.396)

_cons −0.0863 0.1353 0.1135 0.1128 ** −0.0579
(−1.652) (1.553) (1.454) (2.092) (−1.344)

Controls Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes

Province FE Yes Yes Yes Yes Yes
N 270 210 176 128 176

R-sq 0.9451 0.9392 0.9728 0.9907 0.9871
* t-statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01.

4.3.2. Regional Heterogeneity

The data suggest that the central and western regions of China have higher actual
economic growth rates and growth targets compared to the eastern region. This is mainly
due to the inclination of national regional development policies, acceleration in absorbing
foreign investment, and concentration of advanced manufacturing industries, which are
reflected in the GDP growth rate. However, the eastern developed regions may slow down
their economic growth targets strategically due to the central government’s preference for
adjusting the regional economic structure towards underdeveloped areas, resulting in the
phenomenon of higher growth targets in the west and lower targets in the east. Therefore,
this paper divides China into three regions: east, central, and west, and conducts empirical
research on the relationship between economic growth targets and new-type urbanization.

Table 7, Columns (3)–(5) show that the effect of economic growth targets on new-type
urbanization has regional heterogeneity. In the eastern region, economic growth targets
have a significant promoting effect on the level of new-type urbanization; in the central
and western regions, the inverse U-shaped relationship remains, with promotion followed
by suppression. This may be due to differences in regional economic development levels,
where local governments at similar economic levels compete with each other. The task of
underdeveloped regions in central and western China is to improve the economic level and
narrow the regional economic gap. Therefore, the competition among local governments is
focused on the GDP growth rate to showcase their political achievements. On the other
hand, as the pioneers and demonstration areas of China’s development, the eastern region
should undertake the staged task of high-quality national development, simultaneously
promoting the development of people’s livelihoods, ecology, and other aspects while
ensuring a certain level of economic growth. At this time, the competition for political
achievements will be more reflected in other areas beyond economic growth.

This inference is also validated by the path analysis of the eastern region presented
in Table 8. In the eastern region, economic growth targets have a significant promoting
effect on the local ecology and people’s livelihoods, indicating that after a certain level of
economic development is achieved, local governments will pay more attention to the gov-
ernance of non-economic affairs in the region. Although this emphasis may be attributed
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to the decisions and choices of local governments to some extent, it is mainly due to the
issuance and incentive setting of non-economic policies by the central government.

Table 8. Path analysis of the eastern region.

Variables Popu Eco Soc Space Envi Gap

target 0.0362 ** 0.0609 *** 0.0093 *** 0.0035 0.0191 *** 0.1029 ***
(2.100) (3.088) (4.907) (1.053) (4.179) (3.699)

target2 −0.0020 ** −0.0030 *** −0.0059 ***
(−2.271) (−3.010) (−4.120)

_cons 0.1959 0.6845 *** −0.2510 ** 0.3042 −0.1736 −0.2062
(1.019) (3.115) (−2.365) (1.636) (−0.681) (−0.665)

Controls Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes

Province FE Yes Yes Yes Yes Yes Yes
N 176 176 176 176 176 176

R-sq 0.7483 0.9692 0.8761 0.8410 0.9010 0.7877
t-statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01. * Since the results of the central and western regions
are consistent with the overall results, they are not presented in the article.

4.4. Robustness Analysis
4.4.1. Regression with a Single Indicator as the Dependent Variable

As multidimensional indicators may suffer from problems such as multicollinearity,
endogeneity, and masking of causal relationships between variables in causal analysis, this
paper adopts a single indicator to represent the robustness test of the new urbanization
results. Regardless of whether the pilot work of new urbanization progresses vigorously or
the connotation of urbanization continues to enrich, it ultimately reflects the rural residents’
migration to cities. Moreover, although China’s urbanization is mainly driven by the
government, residents still have the right to “vote with their feet”. As the level of urban
economic development improves, public infrastructure is optimized, and the public welfare
system is improved, rural residents will spontaneously choose to migrate to cities [53].
Therefore, this paper selects population urbanization (urb), which measures the ratio of
the number of urban residents to the total population of the region, as a single dimension
measure of the new urbanization. The benchmark results and mechanism test results are
shown in Table 9:

Table 9. Regression with a single indicator as the dependent variable.

Variables
Urb Lnt_Exp Urb Lnt_Exp Urb

(1) (2) (3) (4) (5)

target 2.0263 *** 0.0586 *** 1.1210 *** 0.1147 *** 2.3425 ***
(4.909) (3.605) (2.879) (5.784) (4.728)

target2 −0.0851 *** −0.0017 ** −0.0508 *** −0.0042 *** −0.1043 ***
(−4.203) (−2.151) (−2.656) (−4.428) (−4.454)

lnt_exp 7.2145 *** 5.7916 ***
(5.887) (4.634)

c.target#c.r_price −0.1061 *** −2.1056 ***
(−4.930) (−3.961)

c.target2#c.r_price 0.0046 *** 0.0913 ***
(4.863) (3.928)

r_price 0.6134 *** 12.1260 ***
(4.996) (3.996)

Controls Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes

Province FE Yes Yes Yes Yes Yes
_cons 12.9710 *** 3.6731 *** −14.5281 * 3.4410 *** −14.0345 *
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Table 9. Cont.

Variables
Urb Lnt_Exp Urb Lnt_Exp Urb

(1) (2) (3) (4) (5)

(3.179) (14.067) (−1.907) (13.398) (−1.872)
N 480 420 420 420 420

R-sq 0.9300 0.9889 0.9335 0.9897 0.9367
t-statistics in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01.

4.4.2. Robustness Test

This paper employed the variable substitution method to test the robustness of the
model by introducing the lagged economic growth targets. The results of the test, as shown
in Table 10, indicate that the significant results of the first- and second-order terms of the
new-type urbanization level and its six dimensions remain the same after the variable
substitution, demonstrating the robustness of the model.

Table 10. Robustness test.

Variables Nurb Popu Eco Soc Space Envi Gap

L.target 0.0247 *** 0.0259 *** 0.0847 *** 0.0046 −0.0021 0.0299 ** 0.0480 ***
(7.362) (3.507) (9.590) (1.085) (−1.461) (2.278) (3.154)

L.target2 −0.0011 *** −0.0010 *** −0.0039 *** −0.0002 −0.0012 ** −0.0015 **
(−6.712) (−2.802) (−9.166) (−0.775) (−1.976) (−2.109)

_cons −0.1172 *** −0.1306 −0.4013 *** −0.1868 *** 0.3691 *** 0.6486 *** −1.2408 ***
(−2.844) (−1.442) (−3.702) (−3.555) (3.651) (4.028) (−6.636)

Controls Yes Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes Yes

Province FE Yes Yes Yes Yes Yes Yes Yes
N 450 450 450 450 450 450 450

R-sq 0.9752 0.8048 0.9602 0.8913 0.8002 0.9065 0.8675

t-statistics in parentheses. ** p < 0.05, *** p < 0.01.

4.4.3. Endogeneity Test

The endogeneity problem arises for two reasons: first, the explanatory variable and
the dependent variable are mutually causal; and second, important explanatory variables
are omitted. In this study, the government formulates corresponding growth targets based
on the recent economic development status of the region, while the new-type urbanization
development level involves multiple dimensions. When the government sets targets, it may
also consider a certain factor of new-type urbanization, causing mutual causality between
the two and resulting in the endogeneity problem.

Due to the fact that the formulation of economic growth targets in a given year is
based on the previous year’s targets and the actual GDP growth rate, but the previous
year’s economic growth targets and the actual GDP growth rate are not affected by the
level of new-type urbanization in that year, it conforms to the setting of instrumental
variables. Therefore, following the approach of Xu et al. (2018) [28], this study selects the
lagged economic growth target and the lagged actual economic growth rate as instrumental
variables and conducts two-stage least squares regression to re-examine the baseline results.
As shown in Table 11 the results indicate that the first- and second-order terms of the
economic growth target and the effect of public expenditure on new-type urbanization are
still significant after introducing the instrumental variables and pass the significance test at
the 1% level, indicating that the mediation effect model still holds.
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Table 11. Endogeneity test.

Variables
Nurb Lnpexp Nurb

(1) (2) (3)

target 0.0376 *** 0.1145 *** 0.0313 ***
(7.760) (4.217) (6.500)

target2 −0.0017 *** −0.0040 *** −0.0015 ***
(−7.463) (−3.010) (−6.689)

lnpexp 0.0440 ***
(4.776)

_cons 0.0289 3.1011 *** −0.0830
(0.527) (9.468) (−1.358)

Controls Yes Yes Yes
Year FE Yes Yes Yes

Province FE Yes Yes Yes
N 450 420 420

R-sq 0.9855 0.9941 0.9878
t-statistics in parentheses. *** p < 0.01.

5. Conclusions

We use panel data from 30 provinces in China from 2005 to 2020 to investigate the
role of economic growth targets in guiding and constraining new urbanization. The main
findings are as follows: first, there is an inverted U-shaped relationship between economic
growth targets and new urbanization. As the economic growth targets increase, new urban-
ization first increases and then decreases. Second, public expenditure plays a mediating role
in the relationship between economic growth targets and new urbanization, as economic
growth targets affect new urbanization through the inverted U-shaped relationship with
public expenditure and the positive effect of government intervention on new urbanization.
Land use, however, regulates the effect of public expenditure and causes the inflection
point to occur at a lower level of economic growth target. Furthermore, the study examined
the pathways through which economic growth targets affect new urbanization and found
that economic growth targets affect new urbanization through infrastructure construction,
population development, regional innovation, energy structure improvement, and financial
development. We also explored the regional and temporal heterogeneity of the results
and found that the inverted U-shaped relationship between economic growth targets and
new-type urbanization was evident in the central and western regions before 2014 but
not after 2012, while in the eastern region and after 2014, economic growth targets had
a promoting effect.

Our study reveals both the positive and negative effects of economic growth targets
on urbanization and the quality of economic development in China, providing a better
understanding of China’s institutional mechanisms. The use of economic growth tar-
gets as a measure of local officials’ performance evaluation by the central government
has increased the enthusiasm of local governments to develop the economy. However,
the intensifying competition among officials for promotion has led to a focus on short-
term profit-seeking behavior, neglecting long-term livelihood construction and hindering
sustainable development. Despite these challenges, the “land-for-security” urbanization
promotion method and China’s government-led model have an important significance as
referents for underdeveloped regions seeking to break away from low-productivity traps
and achieve balanced urbanization.

Meanwhile, the article also provides insights for goal management in regional devel-
opment strategies that involve multiple dimensions such as “new-type urbanization.” Path
analysis shows that there may be a certain resource competition between economic growth
and population development, economic quality, ecological civilization, and rural-urban
integration, with smaller relationships with people’s livelihoods and spatial intensification.
Therefore, the central government needs to control the economically led growth targets
within a reasonable range to enable local governments to take into account multiple di-
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mensions and achieve rational allocation of resources. For aspects of people’s livelihoods
and spatial intensification, which may not be affected by economic growth targets, the
central government may introduce corresponding goals and incentive measures to ensure
the balanced development of new-type urbanization in all dimensions.

The implications of China’s urbanization experience for other countries, especially
underdeveloped nations, cannot be overlooked. The positive role of land finance in pro-
moting new-type urbanization through public expenditure, coupled with the potential
negative effects of imbalances in the population–land relationship, provides a valuable
lesson for other nations seeking to achieve balanced urbanization. Similarly, the challenges
faced by China’s economic growth targets and their impact on sustainable development
highlight the importance of considering the long-term effects of policy decisions. As such,
the lessons learned from China’s urbanization can help guide other countries toward a more
sustainable path of urban development.
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