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Transactions and Cities

Sheng Hong

Abstract: The Main Opinion of this paper is to explain the origination, development, density and
scale’s determining, and industries’ positioning of cities with the term of transactions, and to
discuss the impacts on cities by institutional changes and policy improvements. Statically,
transactions can bring about transaction benefits. Pursuing for the transaction benefits leads
congregation among people. The congregation may yield congestion externalities while yield the
market-net externalities, the difference between them forms the rent of congregation. The
population density may reach the optimal equilibrium when the rent of congregation
corresponding to the population density arrive the max, which determines the economic density
and scale of the city. The time distribution of the city growing process is similar to the economic
income change corresponding to population density change, since the people’s incentive to swarm
into cities is proportional to the benefits they may receive from cities. The larger the economic
scale is, the higher congregative effect is. Different industries may position from the center of the
city to the outside according to their congregative effects from higher to lower, which depend on
different optimal economic scales of different industries. Finally, the decreasing of non-market
transaction costs brought about by the institutional changes may impact on the density and scale of
cities through impacting on the volume of transactions; policy changes may also impact on the
transaction costs, and then impact on the density and scale of cities, however such impacts may
not be so obvious and sustainable as institutional changes are.
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2016 233 247 5.8%
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2018 698 753 7.8%
2019 1037 1128 8.8%
2020 1432 1572 9.8%
2021 1865 2066 10.8%
2022 2298 2569 11.8%
2023 2701 3046 12.8%
2024 3035 3453 13.8%
2025 3261 3744 14.8%
2026 3345 3875 15.9%
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2012 0.45 0.45 0.47 0.48 0.46 0.51 11.6%
2013 8 12 13 8 8 13 65.8%
2014 38 50 51 41 39 54 40.7%
2015 111 133 136 117 114 145 30.5%
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GDP

2012 0.45 0.45 0.0%
2013 8 12 54.6%
2014 39 50 27.4%
2015 111 133 20.0%
2016 247 279 12.9%
2017 458 500 9.1%
2018 753 801 6.5%
2019 1130 1212 7.3%
2020 1572 1626 3.5%
2021 2066 2110 2.2%
2022 2569 2604 1.4%
2023 3046 3083 1.2%
2024 3453 3469 0.5%
2025 3744 3750 0.2%
2026 3875 3877 0.0%
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GDP GDP (%)
2012 0.45 0.48 5.5%
2013 8 8 5.7%
2014 38 41 6.0%
2015 111 117 5.3%
2016 247 259 4.8%
2017 458 481 5.0%
2018 753 788 4.7%
2019 1128 1183 4.8%
2020 1572 1649 4.9%
2021 2066 2158 4.5%
2022 2569 2684 4.5%
2023 3046 3183 4.5%

2024 3453 3604 4.4%



2025 3744 3907 4.3%
2026 3875 4040 4.3%
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GDP (%)
GDP

2012 0.45 0.47 2.6%
2013 8 13 56.7%
2014 39 51 30.1%
2015 111 136 22.1%
2016 247 285 15.5%
2017 458 513 11.9%
2018 753 824 9.4%
2019 1130 1215 7.5%
2020 1572 1672 6.4%
2021 2066 2173 5.2%
2022 2569 2622 2.1%
2023 3046 3105 1.9%
2024 3453 3496 1.3%
2025 3744 3784 1.1%
2026 3875 3914 1.0%
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GDP (%)
GDP
2012 0.45 0.46 2.0%
2013 8 8 2.6%
2014 38 39 2.5%
2015 111 114 2.5%
2016 247 251 1.8%
2017 458 467 1.9%
2018 753 767 1.9%
2019 1128 1150 1.9%
2020 1572 1602 1.9%
2021 2066 2101 1.7%
2022 2569 2613 1.7%
2023 3046 3099 1.7%
2024 3453 3513 1.7%
2025 3744 3808 1.7%
2026 3875 3940 1.7%
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