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China’s New Urbanization Strategy

Urbanization is one of the major challenges facing China. Of China’s 1.3 billion
people, around half still live in rural areas. There has been huge migration from
rural areas to cities in recent years, a trend that is likely to continue strongly for
some time. The strains that this vast migration puts on China’s cities are enor-
mous. This book makes available for the English-speaking reader the results of a
large group of research projects undertaken by CDRF, one of China’s leading
think tanks, into the details of rural-urban migration, the resulting urban growth
and the associated problems. The book goes on to put forward a new strategy,
which aims to ensure that China’s urbanization proceeds in an orderly manner
and that people and their needs are put at the centre of the strategy. Key parts of
the strategy include that ‘city clusters’ should become the main form of urbaniza-
tion; that these should be arranged geographically in a pattern of ‘two horizontal
lines and three vertical lines’; that industrial and employment structures should
highlight regional features and diversity; that urban public services should be
more equitably distributed; that there should be new forms of urbanization
management and city governance to accelerate urbanization and ensure harmoni-
ous social development; and that the whole process should be conducted in an
ecological, ‘green’ way.

China Development Research Foundation is one of the leading economic think
tanks in China, where many of the details of China’s economic reform have been
formulated. Its work and publications therefore provide great insights into what
the Chinese themselves think about economic reform and how it should develop.
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Preface I

Urbanization has been a major force behind economic growth in China in recent
years and will continue to be a driving force for the foreseeable future. For the
next decade or two, and even beyond, urbanization will be providing enormous
room for economic development. Understanding China therefore means under-
standing how the country is urbanizing: how that occurred in the past, how it is
happening now, and what the country’s policy options and tasks are as it moves
forward.

[Note: The term used here for ‘urbanization’ is cheng shi hua, as disting-
uished from the ‘old form of urbanization’, which was cheng zhen hua. See
Appendix 18.]

China has 1.3 billion people, more than half of whom still live in rural areas.
Although the country has made great progress, it is still ‘developing’ and indeed
faces pronounced problems of uneven, uncoordinated, and unsustainable devel-
opment. China’s urbanization faces challenges that are unprecedented in the
world when one takes into account the size of the population and the complexities
involved. Just one facet of China’s reality should suffice to describe the chal-
lenge: within the next 10-20 years, the size of the rural population that China
must ‘shift’ to urban areas in the course of urbanization and industrialization
exceeds the population of any single country in the world, with the exception of
India, and possibly the USA.

Pursuing a sound process of urbanization will necessarily involve the conscien-
tious study of the experience of other countries. At the same time, it must be
based on the actual situation in China at this stage in the country’s development.
It must be based on policies and development strategies that are feasible and that
employ creative approaches to China’s specific conditions. For that reason, our
task now is to sum up our actual experience of urbanization to date, and to
research and discuss both theoretical and policy issues relating to urbanization in
the future.

This comprehensive Report incorporates the latest findings and information on
the process of China’s urbanization. It is the culmination of a major research
effort organized by the China Development Research Foundation. It presents both
theoretical analysis and policy recommendations, and is intended to serve as an
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aid in both policy formulation and academic discourse. We hope it will be useful
to all those who seek to understand the ‘modernization’ of contemporary China.

Wang Mengkui

Chairman of the Executive Board of the China
Development Research Foundation

and

Former President of the State Council’s
Development Research Centre

3 September 2010



Preface 11

Advancing the process of urbanization is a necessary part of furthering China’s
social and economic development. ‘Urbanization’ symbolizes how civilizations
progress in general, but it also serves as the concentrated expression of a coun-
try’s overall strength and international competitiveness. In modern societies,
urbanization lies at the heart of social and economic development. All national
governments now find that a key part of their mission is to nurture and improve
the competitiveness of their cities. China, at this specific stage in building up the
country, recognizes the way in which urbanization has a unique and substantive
role to play in development. Urbanization is an important engine of socioeco-
nomic growth within the country itself, but is also highly significant in terms of
global economic development.

It is a great honor for the China Development Bank to be participating as a
leading partner in the publication of this China Development Report 2010.
Organized and prepared by the China Development Research Foundation, the
Report presents in vivid fashion the importance and the orientation of China’s
future urbanization. It calls for a ‘strategy for a new form of urbanization that
enhances the overall development of human beings’. As such, the Report is
thought-provoking and forward-thinking in its approach. The approach is built on
a solid foundation of research that has been conducted by highly regarded author-
ities, organized into teams by subject areas. While also drawing on international
experience, their research has explored the applicability of all aspects, features,
and objectives of ‘urbanization’ to China’s specific circumstances.

The result is a tool that is both highly readable and very powerful in helping
formulate policy. It consolidates the latest research results from many spheres,
including urban economics, planning, environmental study, sociology, and public
administration and governance.

The China Development Bank is the primary financial institution involved in
financing China’s medium- and long-term development. We regard as key
responsibilities the policy goals of ‘establishing a moderately prosperous society
in an all-round way’ and ‘promoting urban development in a scientific way’.
Since the Bank was founded, it has played a major role in advancing the building
of the country’s infrastructure and supporting its ‘foundation industries’ and “pillar
industries’, as well as attending to the ‘people’s livelihood’ and to international
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cooperation. At the same time, the Bank is proud of its remarkable market
performance.

An important component of the work of the Bank involves cooperating in
research on major issues to do with national development. As a wholly state-
owned bank, we also regard such cooperation as an expression of the Bank’s
sense of social responsibility. In 2007 and 2010, the Bank engaged in very fruit-
ful cooperation with the China Development Research Foundation on issues of
‘anti-poverty’ and ‘urbanization’. In addition to providing useful research results
to relevant government departments within China, the process influenced interna-
tional scholarship on the subject in a very positive way. With the publication of
this current report, I would like to express not only my congratulations but also
the hope that the research results will be fully employed in actual practice.

Chen Yuan

Chairman of the Board of Directors
China Development Bank

2 August 2010
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mendations. Among others, these included Lu Dadao, Lu Xueyi, Zhao Renwei,
Niu Fengrui, Li Tie, Wang Xiaolu, Han Wensiu, He Yupeng, Mao Qizhi, Huang
Luxin, Ni Pengfei, Feng, Changchun, Ye Jianping, Lu Ping, Zhang Wenzhong,
Fang Chuanglin, Xie Yang, Lu Fengyong, Shen Bing, Wang Zeying, and Wang
Xiaoming.
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Introduction

More than 2000 years ago, Aristotle is said to have noted that people come to
city-states in order to make a living and then stay there in order to enjoy a better
life. The ‘city-states’ of Aristotle’s day differ from today’s municipalities, and
New York may be quite different from Guiyang, but it is an indisputable fact that
more and more people around the globe are saying farewell to the countryside
and gravitating into cities.

With its 5000 years of civilization, China was one of the earliest states to
develop cities of a certain size and number. The historic cities of Chang’an,
Bianling, Luoyang, Jinling, and Beijing were among the most notable on earth for
hundreds of years. Starting in the nineteenth century, however, China’s urban
development fell behind that of the world’s advanced industrial nations.

Since the establishment of the People’s Republic of China, urbanization has
passed through a somewhat erratic development process. Development was very
slow in the 30 years preceding the start of ‘opening up and reform’. In the 30
years since that process began, urbanization has been taking place at a pace that
has been unprecedented in the history of humankind. The speed with which
China is urbanizing makes it one of the fastest-urbanizing countries on the globe.

This rapid urbanization has provided a powerful impetus for China’s social and
economic development. Economies of scale in China’s cities and the ‘concentra-
tion effect’ have tremendously improved the efficiency with which resources are
allocated. They have propelled economic growth and raised people’s standard of
living. In addition, the process of urbanization has contributed to improving
public services for urban residents and to narrowing income disparities between
urban and rural areas.

Even more important, however, is that the process of urbanization has created
tremendous job opportunities. It has released hundreds of millions of Chinese
farmers from having to depend on the earth for a living, generation after genera-
tion. It has allowed them the right to live and work in urban areas. As a result,
upwards of hundreds of millions of ‘rural migrant workers’ have ‘turned their
backs to the old well and left their homeland’ to start a new chapter and try to
realize their dreams in China’s cities.!

All the products ‘made in China’ have been created through their hard work;
the splendour of China’s cities has been the result of their sweat. These people
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are the ones who have created the extraordinary achievement of China’s
economic growth.

And yet, even in the midst of rapid urbanization, China faces unprecedented
challenges as well. Rural migrant workers may be living and working in cities,
but their children do not receive equal educational opportunities, and they them-
selves are accorded a different class of treatment when it comes to compensation,
social security, and housing. They lack such political rights as the right to vote
and the right to be elected. They exist in a kind of ‘quasi-urbanized’ status and
are unable to truly enter into urban society. Although they are physically living
in cities, modern urban life is far removed from their reality. One could say that
they already have ‘one foot over the threshold’, and yet the other remains
excluded from the benefits of urban prosperity.

Urbanization brings with it other challenges as well. Changes in how products
are produced and in how people live are leading to increased use of land for urban
purposes, increased energy consumption, environmental pollution, and climate
change. Accelerating urbanization requires ever more job positions and a chang-
ing industrial structure, which puts its own demands on China’s industrial
makeup in the future. It also may lead to a worsening of such urban syndromes
as increased traffic congestion, crime, social conflict, and urban poverty. All of
these require innovative approaches to forms of urban governance that are in
accord with China’s circumstances at this specific stage of its development.

This Report proposes a strategy for a ‘new form of urbanization’ that focuses
on enhancing human development. The strategy is grounded in the idea of ‘taking
the human being as fundamental’. It aims to promote the process of urbanization
on the basis of social fairness and equity and ‘harmonious development’. The
main features include furthering the process of turning rural migrant workers into
urban citizens in an orderly way, creating a link between ‘people’ and ‘land’ in
how land is used in urban areas, with rural migrant workers included among the
people under consideration; creating a link between ‘people’ and ‘funds’ in terms
of fiscal expenditures; making ‘urban clusters’ the primary shape or form of
urbanization; planning for a spatial configuration of urbanization in China that is
distributed along what are called the ‘two horizontal axes and three vertical axes’,
while regional characteristics and diverse industrial and employment features are
taken into account; strengthening a more equitable distribution of municipal
public services; and using innovative modes of urban management and urban
governance in order to accelerate the ‘new form’ of urbanization in China and
achieve more harmonious social development.

The most important goal of the strategy to develop a ‘new form’ of urbanization
involves promoting human development. The crux of this issue lies in transform-
ing the ‘social status’ or shenfen of several hundred million rural migrant workers.
Taking a proactive stance in turning rural migrant workers into urban citizens is
necessary in order to address urban—rural discrepancies and improve social equity.
In addition, it is through this process that China will be able to increase domestic
demand and stimulate social and economic development. ‘Promoting human
development’ must be made manifest in specific ways. All citizens must have the
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guarantee that they will be able to enjoy the fruits of urban development. They
must know that the development potential of each new generation will be
enhanced by the process of the country’s urbanization.

By the year 2030, China is expected to be 65 per cent ‘urbanized’, that is, its
‘level of urbanization’ should reach 65 per cent. We anticipate that the problem
of ‘quasi-urbanization’ will be resolved over the next 20 years, starting with the
beginning of the 12th Five-Year Plan. That is to say, at an average rate of 20
million people per year, within 20 years, China should resolve the issue of ‘urban
citizenship’ for some 400 million rural migrant workers. Rural migrant workers
should be able to take up true residency in cities, with all the rights that residency
entails. ‘Rural migrant workers’ should include those already in cities and those
moving into cities, and it should include family members who wish to accompany
these workers.

By 2030, all rural migrant workers living in urban areas should be receiving
the same treatment in terms of public services as those originally living in the
cities. At the same time, during this period of two decades, the country should
make every effort to improve public-service systems for all urban inhabitants. It
should create environments that are conducive to urban life; it should broaden the
range of people’s basic rights, increase participation in public affairs, and
improve the quality of urban life in general. Only when this is accomplished will
a society that has been agrarian for thousands of years give way to one that truly
represents a modern urban society.

China is in a period of very rapid urbanization. The transformation from
‘quasi-urban’ to ‘fully urban’ is a task of unprecedented significance and diffi-
culty in the history of humankind. The magnitude of China’s population and the
scarcity of the country’s resources require that the country proceed along a path
that is unique to itself. It must turn population pressure into an engine for devel-
opment and it must focus on human development as the core task, if it is to be
successful in its process of urbanization.

Note

1 The concept of rural migrant workers is related to China’s household register system and
refers to the people who have their household register in rural areas but work mainly in
non-agricultural sectors in urban areas.



1 Urbanization in China

Process, trends, and challenges

A process of ‘urbanizing’ has been going on in human societies for thousands of
years, but ‘urbanization’ in the modern sense began only with the Industrial
Revolution in the mid eighteenth century. Similarly, China has had a long history
of urban civilization, but in the modern sense urbanization began only after New
China was founded [in 1949]. Over the past 60 years, and particularly in the
period of rapid economic growth after the start of the programme of ‘reform and
opening up’, China’s level of urbanization began to increase dramatically. By
now, the process can be said to be in a middle stage of development.

The urbanization that has been accomplished to date in China, however, is
mainly represented by what can be seen in material form. It can be recognized in
such things as an increase in the number of cities, the increased amount of land
being used, the host of buildings being constructed, and so on. The kind of
urbanization that focuses on human development is still in its infancy, and this
second kind of urbanization is where the real challenges lie. It is also where China
will find the ability to increase its domestic demand and thereby drive the coun-
try’s ongoing development.

Urbanization and human development

The term ‘urbanization’ indicates the process by which a population of people
concentrates in cities. This process can be manifested in two ways: by an increase
in the number of cities and by an increase in the populations of each city
(Encyclopedia Britannica). Urbanization accompanies structural changes, namely
a decline in agricultural activities and a commensurate rise in non-agricultural
activities, and a gradual shift of the population from rural to urban areas. The
process includes further socialization, modernization, and intensification of both
the social and economic aspects of cities (Gu Chaolin, 2009).

Each step in the process of urbanization is a product of human effort and intel-
ligence. Human actions permeate every aspect of the formation, expansion, and
shaping of cities. At the same time, from the moment a city begins to form, that city
itself also begins to shape and profoundly change the ways in which human society
is organized. Cities change how goods are produced and how lives are lived.
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The positive effects of urbanization

International experience indicates that urbanization is closely related to levels of
human development. Figure 1.1 is a graphical presentation of the positive correla-
tion between a human-development index and rates of urbanization in 171 coun-
tries and regions around the world.

Among 78 countries that are considered to be more highly developed (in which
the human-development index is 0.8 or higher), 72 have an urbanization rate that
is more than 50 per cent. Only one-tenth of these more highly developed coun-
tries have an urbanization rate of less than 50 per cent. Of the 77 countries and
regions that have an even greater urbanization rate of more than 60 per cent, only
two are low to middling in terms of development, with a human-development
index of less than 0.8.

Urbanization is a major driving force behind modern economies. Urban
concentrations of people have a pronounced effect on economies of scale, which
dramatically reduce the average per capita investment and the marginal invest-
ment required of both individuals and the public in any given activity. Urban
concentrations create larger markets and higher profit margins. As both human
populations and economic activities concentrate in cities, market demand rises
swiftly and also diversifies, spurring a division of labor and specialization that
again improves economic efficiencies (World Bank, 2009).

With the ongoing globalization of economies, many industries and activities
are increasingly dependent on cities for growth and expansion. Vital urban contribu-
tions include such things as research and development, modern service industries,
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Figure 1.1 Urbanization and human development index.
Source: UNDP: Human Development Report 2007/08 (2009).
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finance and insurance industries, and information and computer services industries.
Moreover, higher returns on urban industries attract more investment, technol-
ogy, and human talent, which stimulates new technical innovations and transfers.
This in turn stimulates the formation of whole new industries, making cities the
most dynamic zones of activity in modern economies (OECD, 2010).

One can see at a glance the impact that concentrating populations has on
economic growth by looking at a map that compares the economic densities of
urban areas.! Figure 1.2 shows the economic densities of various regions in
Japan. The cities of Tokyo, Osaka, and Nagoya have the largest populations in
the country and their economic output per square kilometer is also greatest. A
similar pattern applies in other industrialized countries around the world, includ-
ing the USA (World Bank, 2009).

Urbanization contributes to more widespread application of public services, as
well as to improved quality of those services. As a result, it contributes to better
levels of education and good health. Average costs of providing basic public-
service infrastructure, education, medical and healthcare services and so on are
dramatically reduced by having populations concentrated in cities. The quality of
such services is also clearly improved over what is found in rural areas. This is
due not only to a better economic base in urban areas, but also because such areas
concentrate superior human resources.
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Figure 1.2 Economic densities in Japan.
Source: World Bank: World Development Report 2009.
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Figure 1.3a indicates that the overall enrolment rate in school rises progres-
sively with increases in the urbanization rate. Once urbanization rises above 60
per cent, only a very few countries exhibit an enrolment rate lower than 60 per
cent. Figure 1.3b indicates that life expectancy shows a similar trend. Moreover,
when the urbanization rate of a country is relatively low, the range of life
expectancy can be very large, scattered broadly between 40 and 70 years.
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When urbanization rises above 60 per cent to 70 per cent, however, a sample of
such countries shows the average life expectancy to be confined to a band of
65-80 years. This indicates just how important urbanization is in mitigating
health risks.

Urbanization also plays a constructive role in improving governance. Once a
farming population leaves rural areas and begins to concentrate in cities, it has a
far greater opportunity to influence the conduct of government. Urbanization
shortens the distance between the government and the ‘people’. Every action
taken by government and by officials is far more susceptible to scrutiny and over-
sight. Concentration of populations contributes to greater organization and divi-
sion of labour in terms of all socialized conduct, and the ‘will of the people’
similarly is expressed with greater specificity and professional focus.

The costs of transmitting public opinion are vastly lower in cities and it
becomes easier for people to carry out collective actions in asserting their opin-
ions. Rural populations in developing countries may be larger in terms of actual
numbers, but they also face very high transaction costs when it comes to collec-
tive actions since their homes are more dispersed. As a result, farmers lack the
influence of urban people when guiding policy, even though a farming population
may be far greater in actual numbers. (Olson, 1985).

Over the long run, urbanization can contribute to improvements in social
equity and can gradually reduce disparities between urban and rural as well
as among regions. As long ago as 1776, Adam Smith (in Volume 3, Chapter 4
of The Wealth of Nations) made a penetrating observation about the effect of
urban commerce on rural reform. He believed that industrial and commercial
cities provided ever greater markets for rural products, and also provided
urban markets that were more convenient to access. This spurred greater develop-
ment of land resources in rural areas. It also enabled rural areas to break through
traditional constraints, which contributed to more conscientious and better
organized governance, as well as to greater personal safety and freedom for
individuals.

Korea urbanized at a very fast pace between 1975 and 2005, during which
period the rural population declined by 76 per cent. The amount of land used in
farming also fell by 16 per cent, yet grain production rose by 61 per cent. This
can be attributed to more consolidated management of land, dramatic improve-
ment in the level of education of the rural population, the adoption of agricultural
technologies, and greater mechanization (Spencer, 2010).

Many countries experience increasing income disparities in the early period of
urbanization, but these disparities gradually decrease as urbanization continues.
Differences in urban and rural incomes, consumption, and general benefits begin
to decline. In the Philippines, for example, although the overall difference
between urban and rural incomes is still fairly large, regions with a higher level
of urbanization show a gradual income convergence between urban and rural
populations. The higher the level of urbanization of a given country, the smaller
the disparities are in such things as availability of potable drinking water and
healthcare facilities (World Bank, 2009).



10 China’s new urbanization strategy
The negative effects of urbanization

The positive effects of urbanization notwithstanding, a high degree of urbaniza-
tion does not necessarily signify a more advanced level of human development.
The Republic of Djibouti in Africa has an urbanization rate that actually exceeds
86 per cent, but its human development index is only around one-half of what it
is in New Zealand, a country with a comparable urbanization rate. Trinidad and
Tobago and Burundi both have urbanization rates of less than 16.5 per cent,
which is roughly equivalent to the world average back in 1900. The human
development index of Trinidad and Tobago is 0.84, however, whereas that of
Burundi is 0.4. These examples show that urbanization is not the sole factor
influencing human development (Liu Minquan and Ji Xi, 2009).

Urbanization is sometimes accomplished at the cost of unbalanced develop-
ment, and sometimes also at the cost of sacrificing the interests of certain
segments of the population.

In the course of industrializing and urbanizing, some countries achieve fast
economic growth while overlooking or failing to provide adequate public services.
They also lack rational planning mechanisms for urban development and environ-
mental protection, which then leads to an increase in urban poverty, environmental
degradation, higher incidence of contagious diseases, and more crime. In England,
for example, the terrible situation with regard to public health services in the early
period of industrialization and urbanization led to a dramatic increase in the mortal-
ity rate, to the extent that it was higher in cities than it was in rural areas (Davis,
1965). Farmers who had lost their land, and other vulnerable groups, generally were
most directly affected by urban syndromes due to their lack of any social security.

Negative aspects of urbanization are also manifested in social changes. When
farmers leave rural settings and begin to work in factories and live in cities, this
profoundly changes the entire organizational structure of society, as well as its
underlying systems. Social relationships that formerly existed are now disrupted
and the former social order disintegrates. This leads to disorientation among ‘new
urban people’ with respect to a sense of values and it can lead to aberrant behav-
ior. Social ties among people become more attenuated, to the point that confron-
tations and conflict occur more easily. Individuals in industrialized societies are
susceptible to feelings of isolation and helplessness, given the faster pace and
greater stresses of urban life, which can have a negative impact on mental health.
Crime rates and suicide rates can increase. Side-effects of urbanization in many
countries can include an increase in the numbers of people suffering from a
prevailing sense of anxiety and depression (Lin Minquan and Ji Xi, 2009).

Urban slums represent a concentrated reflection of unbalanced and unequal
development in the course of urbanization. In many cities, poverty is an unavoid-
able consequence of urbanization. According to a World Bank estimate, in 2002
there were 746 million people living in poverty in the cities of developing coun-
tries (this figure is based on the international poverty line of US$2 per day per
person) (Ravallion et al., 2007). The term given to concentrated populations
living in poverty-stricken conditions is ‘slums’, These are characterized by crowded
living conditions, a shortage of housing, a severely polluted environment, a lack
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of clean drinking water and other social services, and a high incidence of crime.
These are common features of urban slums around the world, but the problems in
developing countries are more pronounced and more urgent.

The formation of slums is related to a host of economic and social factors. First
and foremost is the matter of how land is distributed and managed. In many Latin
American countries, annexation of land has caused large numbers of farmers to
lose their land, forcing them to migrate into cities as a result. Once in cities, unable
to find jobs or receive public services, they have no alternative but to assemble in
certain areas and live in crowded shacks (Gu Chaolin, 2008). Secondly, the chaotic
way in which land and housing is managed in many cities also contributes to the
development of impoverished slums. In India, most slums start out in places
where people simply occupy public land or privately-owned land.

The vast slum area next to the World Trade Tower in Mumbai, for example,
was initially the location of workers’ quarters when the workers were building the
Tower. The rent-control system of the government created a shortage of rental
housing in Mumbai, which was one of the important reasons for the spread of the
slum. It has been 15 years since the city of Mumbai built any new rental housing.
Even as seven million people are living in worsening conditions of impoverished
slums, 400,000 living units are standing empty (Yao Yang, 2007). The scale of
Mumbai’s slums also reflects the inadequacies of public policy in terms of equity
and inclusiveness. When large numbers of people who are poorly educated and
unskilled come into cities with only the most modest resources, or even when
they are utterly destitute, a swift expansion of slums is unavoidable if the govern-
ment does not provide basic education, job training, and health insurance in addi-
tion to safe drinking water and health facilities.

Looking back over the course of more than two hundred years of urbanization,
worldwide, it can be seen that the process has provided people with a tremendous
potential for overall human development. Positive aspects can include propelling
economic growth, raising people’s standard of living, broadening the provision
and quality of public services, improving social governance, narrowing dispari-
ties between urban and rural and among various regions, and so on. Nevertheless,
whether or not this potential can be turned into reality depends to a large extent
on the guidance of a country’s government and its public policies. Such policies
include those that govern land, those that determine mode of economic develop-
ment, and those that relate to the provision of public services, including employ-
ment, housing, and social security.

The experience of urbanization in China, and its main
accomplishments

Urbanization prior to the founding of New China

China’s cities are nearly as ancient as the history of China itself. Until the start of
the Industrial Revolution in the West, China’s cities generally set the record for
global urban population statistics, in each of China’s succeeding dynasties. These
cities developed under the aegis of an agrarian civilization and so occupied a
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unique position in the world history of urban development. Cities in the earlier
part of China’s history were generally fairly small, but once the Qin unified the
country, social developments and the evolution of a centralized political system
led to rapid increases in the populations of important economic centers as well as
the capital cities of each dynasty.

The population of the capital of the Han dynasty, Chang’an, totalled between
400,000 and 500,000 people. By the Tang dynasty, it is estimated that the city of
Chang’an had no fewer than 800,000 people and may have contained more than
one million people at its height. During the Southern Song dynasty, the city of
Ling’an (today’s Hangzhou) contained more than 300,000 ‘households’, from
which the population can be estimated to have been around 1.5 million. During
Ming and Qing times, three cities had populations of more than one million,
namely Beijing, Nanjing, and Suzhou. In addition, more than ten regional ‘core
cities’ had populations that totaled between 500,000 and one million.

In contrast, Western cities were much smaller at the time. Until the fourteenth
and fifteenth centuries, only a few cities north of the Alps had populations that
exceeded 50,000. These included Paris, Cologne, and London. The industrial and
commercial centers that were to become famous later still only had populations
on the order of twenty or thirty thousand, including Brussels, Nuremberg, Liibeck
and Strasbourg (Zhang Guanzeng, 1993). Chinese cities of this time [prior to the
Industrial Revolution], were around 20 times larger than the feudal cities of the
same period in western Europe, whether one compares only the largest cities or
the second tier of regional centers (Ma Jiwu and Yu Yunhan, 2004).

After the conclusion of the Opium War, China’s traditional industries and
mode of commerce in cities began to be bankrupted by the combined impact of
foreign capital and an industrial mode of production. Cities in the interior, in the
meantime, faced problems of inconvenient transport and unstable political condi-
tions, which often led to stagnant economies or outright decline. The population
of Xi’an in 1930, for example, was a mere 125,000 people, barely one-tenth of
what it had been during the height of the Tang dynasty. Chengdu’s population in
1930 was just 350,000, yet it had been 500,000 at the height of the Tang dynasty.

Meanwhile, such centers as Shanghai, Tianjin, and Guangzhou began to
develop into ultra-large cities of over one million people as a result of their advan-
tageous geographic conditions and the resulting commercial advantages. Generally
speaking, however, urbanization developed only slowly in China prior to the
founding of New China. This could be attributed to the slow pace of industrializa-
tion, the political turbulence, and other factors including geography and culture.
China’s urbanization rate when New China was founded in 1949 was only 10.64
per cent,? far lower than the world average at the time, which was 28 per cent, and
also lower than the average developing country at the time, which was 16 per cent.

The process of urbanization once New China was founded

Urbanization prior to the start of reform and opening up

China’s government focused on industrial development once New China was
founded, in order to create a national economic and industrial structure that could
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be relatively complete and therefore independent. The government also began the
process of urban development. The First Five-Year Plan period lasted from 1953
to 1957, during which time 156 ‘key projects’ were fully launched. This brought
large numbers of farmers into cities to work in factories and also into mining
districts. By the end of 1957, the number of cities in China had increased to a total
of 176, or 44 more than there had been in 1949. The urban population in the coun-
try had increased to 99.49 million, bringing the urbanization rate to 15.4 per cent.

The Great Leap Forward, a three-year event that began in 1958, ‘blindly” went
after high-speed economic growth. This brought a surge of the agrarian popula-
tion into cities to ‘build up industry’, which caused an excessively rapid and
explosive style of urbanization. During the period of the Great Leap Forward,
China’s urbanization rate increased at a rate of 1.5 percentage points per year. In
1960, the urban population reached 130.73 million people, a net increase of 31.24
million over 1957, and the urbanization rate reached 19.8 per cent.

The failure of the Great Leap Forward, together with natural disasters, forced
the country to carry out adjustments to the national economy. The super-fast
increase in the urban population had clearly exceeded the capacity of grain supply
at the time. Starting in 1961, a large-scale effort began to reduce the urban popu-
lation in an attempt to mitigate famine. Urban populations were ‘mobilized’ and
returned to rural areas. The urban population was reduced by roughly 20 million
in the two years of 1961 and 1962. The urbanization rate declined from 19.8 per
cent in 1960 to 14.6 per cent in 1964. Only in 1965, by which time the national
economy had basically recovered, did it rebound to 16.8 per cent.

The Great Cultural Revolution began in 1966, again damaging a national econ-
omy that had just recovered. The urbanization rate in 1966 was 17.8 per cent and it
hovered around the same level for the next 12 years, reaching 17.9 per cent in 1978.
During this period, between 1968 and 1972, around 40 million ‘educated youth’,
cadres, and other urban dwellers were ‘sent down’ to the countryside. This was
done to resolve employment problems in cities and also for other considerations.
The process led to a successive decline in the urbanization rate over those five years.

Viewed overall, urbanization in China between the founding of the country and
the start of reform and opening up went through a circuitous process that included
speedy recovery and rapid growth and then stagnation. During this period, urban
structures also changed. Medium- and large-sized cities expanded, while
resource-based and industrially based cities were set up to integrate energy and
mineral resources. Cities were also built in what were called ‘third-line’ areas [in
the interior of the country, for strategic defense].

A household registration policy was strictly enforced, however, which limited
movement of the rural population into cities. This, in addition to an economic
policy that emphasized heavy industry, led to severely retarded levels of urbani-
zation. The ‘people’s commune’ system, and the restrictions placed on selling
agricultural goods, meant that many smaller cities and towns declined. Meanwhile,
in terms of urban construction, the bias was towards industrial building rather
than urban housing and services, so that those functions remained under-developed.
The development of service industries was grossly inadequate and many cities
had highly incomplete urban functions.
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Urbanization in China once reform and opening up began

The emphasis of the work of the Party and the State again shifted toward building
up the economy [‘economic construction’] once reform and opening up began to
be implemented in 1978. Economic reforms in rural areas were highly effective
in releasing their productive capacities. What were called ‘town-and-village
enterprises’ began to flourish, which led to ferociously rapid growth of smaller
towns and villages. The ‘opening’ [or allowing] of collective markets in these
places drew in large numbers of farmers who now began to migrate toward the
cities. In addition, a series of policies that were implemented from around 1979
now permitted those ‘educated youth’ and ‘cadres’ who had been ‘sent down to
the countryside’ to return to the cities. All of these factors led to a swift rise in
urban populations.* In the six-year period between 1978 and 1984, the cities
swelled by more than 100 million people and the urbanization rate rose at an
average annual rate of 0.85 percentage points to reach 23 per cent.

Starting in 1984, the emphasis of economic structural reform shifted from rural
to urban areas. ‘Urbanization’ now began to feature the rapid development of
coastal cities and what had been small towns. As the rural economy prospered,
the problem of what to do with an excess labour force in the countryside again
became a pressing concern.

In 1984, the State gave its approval and support to policies favouring the devel-
opment of small towns. A strategy of ‘opening up’ coastal cities was put into effect
that now established 4 ‘economic zones’ and 14 ‘open cities’. This brought substan-
tial and swift change to the growth of cities along the coast. In the decade between
1979 and 1991, a total of 286 new cities appeared in China, a number that was 4.7
times the entire number of cities created in the country prior to reform and opening
up. By 1991, the urban population had increased to 312.03 million, an increase of
80.9 per cent over 1978, and the urbanization rate had reached 26.9 per cent.

In 1992, as symbolized by the ‘inspection tour of the south’ conducted by Deng
Xiaoping, China’s reform and opening up entered a whole new phase. Since cities
occupy a core position in market economies, their standing and role in China now
came into full play. In May 1993, the State went further in ‘adjusting and improv-
ing’ the standards by which cities could be established. In that year, it approved
the declaration of 48 new cities, administered at the county level. By 1995, there
were a total of 640 “cities’ in the country, while the number of ‘administered towns’
had increased to 17,532. The total urban population was 351.74 million, and the
urbanization rate had risen to 29 per cent.

China’s process of urbanization entered a period of rapid growth upon moving
into the twenty-first century. The Tenth Five-Year Plan, begun in 2001, specified
that the country would be following a path of ‘coordinated development’ of large,
medium-sized, and small cities as well as smaller towns. Between 2000 and 2009,
urbanization on a nationwide basis rose from 36.2 per cent to 46.6 per cent (see
Figure 1.4.) Large urban clusters in the eastern part of the country, as well as
‘core cities’ in the middle and western parts, began to grow quickly.
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Figure 1.4 Level and number of China’s cities.

Source: Li Shantong and Xu Zhaoyuan: Options for China’s Urbanization Road, China 2020:
Development Goals and Policy Options. China Development Publishing House, 2008.

Specific features of the process of urbanization in China

Scale and speed of growth

The process is characterized by large-scale, high-speed, growth. In the 30 years
since the beginning of reform and opening up, China’s scale of urbanization has
risen dramatically, with the urban population increasing to 607 million people.
Urbanization has increased at an annual rate of 0.9 per cent, making China one of
the most rapidly urbanizing countries in the world. China’s urbanization is in fact
an event of epic proportions, a human migration of enormous magnitude. The
flow of several hundred million rural residents from countryside to cities is
unprecedented in the world.

Population distribution

The process is also characterized by having a population distribution that is ‘large
at both ends and small in the middle’. China’s urban system is in the early stages
of forming a structure that has ‘extra-large cities’ as the main component, with
medium-sized and smaller cities as well as smaller towns as the ‘foundation’.
(See Figure 1.5.) At the end of 2007, there were 140 ‘extra-large cities’ and ‘large
cities’, the extra-large cities having populations of over one million people, and
the large cities having populations between 500,000 and one million people.
There were 232 medium-sized cities with populations between 200,000
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Figure 1.5 Map of structural distribution of grades and scales of urban populations.
Source: Gu Chaolin: Background Report, 2009.

and 500,000. There were 283 small-sized cities with populations under 200,000,
and there were 19,234 ‘small towns’ that are now termed ‘towns that have set up
administrative systems’, referred to below as ‘administered towns’.

In terms of the distribution of China’s urban population, it can be seen that
there are more people in extra-large cities and small towns, and relatively fewer
in medium-sized and small cities. Two metrics can be used to measure the size of
China’s urban population. One is a looser measure of ‘urban populations in
general’, which includes the number of people in all cities as well as administered
towns. The other is a stricter measure of just the ‘urban’ populations living in the
655 “cities’. Using the looser measure, there are just 316 million people living in
the 655 cities, while a total number of 268 million people reside in county-level
cities and administered towns. People living in county-level cities and adminis-
tered towns therefore comprise 45 per cent of the total urban population of some
600 million.

Using the tighter metric, which adds up to a total urban population of 360
million, 47 per cent of the urban population live in extra-large cities that exceed
one million people. An additional 17.7 per cent live in large cities that encompass
more than 500,000 people. Added together, these two come to 65 per cent of the
urban population of 360 million people. (See Table 1.1.)
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Table 1.1 Population distribution in cities of different sizes (2007)

City scale Number of Urban non-agricultural population

administrative cities

Number  Ratio Population  Ratio Average

(per cent) size (10,000  (per cent) size (10,000
people) people)

>1,000,000 58 8.85 14,830.12 46.93 255.69
500,000~1,000,000 82 12.52 5,601.53 17.73 68.31
200,000~500,000 232 35.42 7,410.09 23.45 31.94
<200,000 283 43.21 3,760.12 11.90 13.29
Total 655 100 31,601.86 100.00 48.25

Note: Gu Chaolin: Background Report 2009; data originate from the urban-rural planning department
of the Ministry of Housing and Urban-Rural Development: China’s Cities and Population Statistical
Data in 2007.

Regional distribution of population

China’s urbanization is characterized by having a highly uneven regional distribu-
tion of population. Figure 1.6 shows the regional disparities in population in the
country in the year 2008. Seen in overall terms, the urbanization rate becomes
progressively less as one views the country from east to west. The three centrally
administered cities of Shanghai, Beijing, and Tianjin rank as the top three in the
country, with urbanization rates of 88 per cent, 85 per cent, and 77 per cent respec-
tively. The regions that contain the fourth- to tenth-highest rates of urbanization
are: Guangdong, Liaoning, Zhejiang, Heilongjiang, Jiangsu, Jilin, and Inner
Mongolia. All of these are in the eastern or northeastern part of the country, with
the exception of Inner Mongolia, which is considered to be in the ‘western region’.

Using a simple average, the urbanization rate of the top ten regions in the
country comes to 64.64 per cent (which does not take into consideration regional
differences). The bottom ten regions, those that rank last in terms of ‘urbanization’,
show a markedly lower rate of merely 34.95 per cent. These include Qinghai, Anhui,
Xinjiang, Guangxi, Sichuan, Henan, Yunnan, Gansu, Guizhou, and Tibet (Gu
Chaolin, Background Report, 2009).

Social and economic development

Urbanization in China is providing an extremely powerful engine for driving
social and economic development.

To a large extent, the fast pace of social and economic development in China
since the start of reform and opening up can be attributed to the speed with
which industrialization and urbanization are proceeding in the country. Figure 1.7
shows the positive correlation between urbanization rates in all provinces of the
country and the ‘human development index’. The higher the level of urbanization
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Figure 1.7 China’s provincial urbanization rates and human development indices in 2008.

Source: The data about urbanization rates originate from the China Statistical Yearbook
2009, while the data about human development were produced by Li Shi for this report.



Urbanization in China 19

50 20000

45 - [ Urbanization —e— Per capita 18000

rate (%) GDP (yuan)

16000
14000

30

25 10000
20 | 8000
15 6000
10 4000

I I l 2000
0 war_an . o EI H l ' . I l 0

\aJ a2 » © > v X © P Z > ©
’\ ojb %‘b %‘b ojb Q,‘b Q% qcb Q’Q K R g% (]/0 Q,QQ P&Q ‘7/00

12000

&)}

Figure 1.8 Relationship between urbanization and GDP growth.
Source: China Statistical Yearbooks.

in a given province, the more notable its accomplishments in terms of human
development.

The role that urbanization plays in spurring human development relates not
merely to the way in which it drives economic growth but also to the way it leads
to improved basic public services and to reducing disparities between urban and
rural within any given region.

Urbanization has brought with it rapid economic growth. Indeed, the speed of
economic growth since the start of reform and opening up has been closely allied
with the whole process of urbanization (see Figure 1.8). The ‘concentration effect’
of cities, combined with economies of scale, has had a powerfully stimulating
effect on the economy. In the first place, urbanization has made a massive contri-
bution to improving the efficiency with which resources are utilized. It has led to
efficiencies in how land is used, including land for production, land for housing,
and land for other facilities. It has enabled public use of basic infrastructure and
improved the ‘public usage rate’ and ‘comprehensive usage rate’ of public services.
It has enabled pollution-control efforts to be more concentrated, thereby reducing
costs, raising efficiencies, and improving levels of pollution-control results.

In the second place, urbanization has generated a huge amount of consumption
and investment demand, which has propelled economic growth. Rural labor has
migrated into cities in large numbers, with a corresponding increase in consumer
demand. For every 1 per cent increase in the number of people migrating from
rural areas into cities, China’s total personal consumption goes up by between
0.19 and 0.34 percentage points (Cai Fang, 2006). Statistics indicate that expen-
ditures on personal consumption on average in China in 2008 came to RMB 3661.
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Random-sample surveys show that average annual consumption in county-level
cities came to RMB 8869, while average personal consumption in 36 large and
medium-sized cities came to RMB 14,326.

At the same time, an increase in urban populations requires a corresponding
increase in investment for municipal infrastructure and urban housing. Investment
in real estate and basic infrastructure in urban areas has maintained rapid growth
over recent years in China, which has played a major role in ‘pulling forth’
economic growth. The virtuous cycle [or positive reinforcement] created by this
kind of consumption and investment provides a very powerful inherent impetus
for economic growth.

In addition, urbanization has been furthering the process of economic restruc-
turing. Rural labour, once employed in low-efficiency primary-industry occupa-
tions, has now shifted to secondary- and tertiary-industry occupations, which in
turn has also stimulated economic growth. The results of World Bank research
indicate that this shift in the labor force may account for as much as 16 per cent
of China’s GDP growth. (World Bank, 1998). Some Chinese scholars feel that
the shift in the labor force may be contributing as much as 20 per cent to GDP
growth every year. (Cai Fang and Wang Dewen, 1999).

Urbanization has played a positive role in reducing development disparities
between urban and rural populations in China. Since the start of reform and open-
ing up, income disparities have maintained a constantly increasing trend overall,
but on a provincial level we can see that those provinces with a higher degree of
urbanization are those that have smaller income disparities between rural and
urban areas. Figure 1.9 shows the relationship between income disparities in
provinces and urbanization. The higher the level of urbanization, the smaller the
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Figure 1.9 Urbanization rate and urban-rural income gap.

Source: The data about urban and rural per capita incomes originate from the China
Statistical Yearbook 2009 and the data about human development were produced by Li Shi
for this report.
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Figure 1.10 Urbanization rates and urban:rural ratios of health and technical personnel
per 1000 people.

Source: The data about the urban:rural ratio of health and technical personnel per 1000
people originate from the China Health Statistical Yearbook 2007, and the data about
urbanization rates originate from the China Statistical Yearbook 2008.

contrast between urban and rural incomes. This finding is consistent with World
Bank conclusions on the subject as well (World Bank, 2009). At a time when China
is putting considerable effort into narrowing income disparities, speeding up the
process of urbanization provides greater room for different kinds of policy options.

The role of urbanization in reducing development disparities can be seen not
only in terms of income but also in terms of public services. Figure 1.10 shows
the relationship between urbanization and the number of health and technical
personnel per thousand people in various provinces. It can be seen that the greater
the degree of urbanization in a region, the lower the differential between health
personnel in urban and rural areas.

Urbanization has proved helpful in spurring an improvement in China’s basic
public services. Government departments in cities have a better economic base
and more access to high-quality human resources. This, plus the fact that policies
have favored cities for a long time, means that public services enjoy a clear advan-
tage in cities, as opposed to rural areas. This holds true in both quantitative as well
as qualitative terms. Many public services and products share the nature of “public
goods’ to a certain degree, which means that the concentration of people in any
given place enables more individuals to enjoy the benefits of public services.
Healthcare services in 2008 can serve as an example. The higher the level of
urbanization in a given region, the more healthcare personnel are available to attend
to every 10,000 people (see Figure 1.11). In Shanghai, which has the highest
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Figure 1.11 Urbanization rates and medical and health service popularization.
Source: China Statistical Yearbook 2009.

urbanization rate in the country (approaching 90 per cent), there are 86 healthcare
personnel available for every 10,000 people. In contrast, Guizhou, which has an
urbanization rate of less than 30 per cent, has only 28 per 10,000 people.

Challenges facing urbanization

The problem of ‘quasi-urbanization’

By the metric by which we currently measure urbanization statistics, urbanization
since the start of reform and opening up has been happening very quickly. Many
rural migrant workers are included in these statistics as urbanites, however, since
they have worked and lived within cities for a long time. At the same time, they
and their families fail to enjoy the public benefits and political rights that are
associated with urban household-registration status.

This is demonstrated in two primary ways. First, the way we currently account
for urban residents in our statistics is to say that anyone who has lived in a city
for more than six months is considered part of the ‘urban population’. Rural
migrant workers who live in cities for more than six months are therefore ‘urban
people’, which means that rural migrant workers now constitute 26 per cent of
China’s total urban population.

Under China’s current governing system, however, while these people are
indeed living and working in cities, they are not allowed to receive the same treat-
ment as ‘regular urban people’ in terms of workers’ compensation, their chil-
dren’s education, social security, housing, and so on. They do not have political
rights, such as being entitled to vote or to be elected to office themselves, and
they are in fact far from truly being absorbed into urban society.
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Secondly, by our current methods of statistical analysis, a considerable number of
people are incorporated in the “urban population’ of 600 million in the country, even
though they are in fact living in suburbs and working in agricultural production.

Based on the 2000 population census and a 1 per cent sampling survey under-
taken in 2005, 71.8 per cent of China’s increase in urban populations over the
past five years can be attributed to rural migrant workers who still have rural
household-registration status but are coming into cities to work. A second
component can be attributed to people engaged in agricultural production who are
living in suburban areas. Figure 1.12 demonstrates that the gap between the
‘urbanization rate’ and the rate at which people are becoming ‘non-agricultural
households’ is constantly growing. By 2007, the gap was 12 percentage points.

Seen from this perspective, a certain amount of China’s economic accomplish-
ments have been gained by sacrificing the human development potential of rural
migrant workers. The low incomes of rural migrant workers have resulted in low
standards of living and poverty. Dreadful working conditions have resulted in occu-
pational diseases. Children have been left behind while parents migrated into cities
to work, or have accompanied parents but then been unable to access equal educa-
tional opportunities, which has led to psychological problems in addition to learning
and living problems. Separation of families has had highly unfortunate consequences.

Second-generation rural migrant workers are now gradually becoming the
main component of the rural labor force in cities. In addition, more and more
children of rural migrant workers are now also coming into cities. If we cannot
provide these people with adequate public services, and invest in their human
capital, the inescapable result will be a lowering of China’s quality of labor. This
will then have an impact on the future of our industries, and the competitiveness
of our cities and our country.
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Figure 1.12 Population’s urbanization rate and de-agriculturalization rate.
Source: China Statistical Yearbook 2008.
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At the same time, if we cannot help rural migrant workers become truly inte-
grated into urban life, in the future we will unavoidably be paying a heavy price
in terms of socioeconomic problems, including social conflict and social unrest.

The full significance of ‘urbanization’ in China should include a real transfor-
mation of ‘rural populations’ into ‘non-rural populations’, such that farmers who
come into cities can truly take up residence and enjoy the full rights of urban
residency. Farmers, or rural migrant workers, should not remain ‘rural’ in terms
of their household registration status, while becoming ‘workers’ in terms of just
their jobs. They should not be ‘urban’ purely in terms of their geographic location
but still ‘farmers’ in terms of their ‘status’. Moreover, they should not be
consigned to a life of finding transient jobs, especially since this status in life
persists not just for one generation but for generation after generation.

In human history, any nation that is industrializing has to go through the
historical stage of shifting its farming population from working on the land to
working in industry. At the same time, it has to turn farmers and their families
into an urban population. China has a unique set of issues, however, that surround
what could be called large-scale, enduring, ‘quasi-urbanization’. These issues can
be attributed to the country’s special system of household registration, together
with all the systems that attach to the household-registration system. These
include housing, compulsory education, social security, and so on. China’s
household-registration system has cut itself off from the logic of having concen-
trations of ‘labor’ accompany concentrations of ‘population’. That has generated
a rather special phenomenon in the country.

Box 1.1 Japan spent 20 years to convert its own rural migrant workers to
urban residents

Japan’s economy grew at a fast pace between 1955 and 1975, and, during
this same period, a rural labor force of approximately 725,000 people every
year moved into cities and took up non-agricultural jobs. After 20 years, the
numbers of such people constituted 64 per cent of Japan’s total number of
employed people. At the outset, the great majority of these rural immigrants
also were employed in the construction industry and in manufacturing.
Within twenty years, however, Japan was able to turn its rural labor force
into an urban population.
There were a number of reasons behind this:

e  First, Japan did not discriminate between people holding a so-called
“urban residence’ and those holding a ‘rural residence’. It had only what
was called a ‘household transcript’. Japan’s system of household regis-
tration permitted free movement, and to a considerable degree this facil-
itated the mobility of the labor force. It enabled economic development.
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e Second, Japan’s system of housing in urban areas permitted a rural labor
force to take up long-term residence in cities. Japanese cities offered
publicly managed housing and public housing estates, which offered
secure housing for low and middle-income families. Some of this housing
was made specifically for the rural labor force as it migrated into cities.

e Third, Japan adopted a system of national insurance that covered
all Japanese citizens. As rural workers came into cities, they were
obliged to join into various insurance programs, including pension
systems, healthcare insurance, workers’ injury insurance, employment
insurance, and so on. At first glance, such a comprehensive form of
insurance might appear to put onerous costs on an enterprise. In fact,
it helped guarantee a source of labor for the company and ensured that
it would not have to face a scarcity of labor.

e Fourth, and most important, was Japan’s educational system. Japan
instituted a nine-year compulsory education system. School-age
children had to report to school within three days of accompanying
parents into cities from the countryside. The schools then organized
their enrollment in classes. These children therefore did not have all
the problems of paying fees for being ‘transient students’, or ‘sponsor-
ships’ just in order to be admitted, and they certainly did not have to
return to their ‘home’ residence in the countryside in order to take the
exam for higher education.

Source: International Online: World News, 11 March 2010, http://taobao.cri.cn/27
824/2010/03/10/4545s2779848.htm.

Land, and the issue of the forms or shape of urbanization

Since the start of reform and opening up, but particularly since the turn of the
century, the ‘urbanizing of land’ has had a driving role in China’s economic
growth. Enormous revenues have been derived from turning farmland into land
used for urban construction. This has been a massive temptation to municipal
governments, which generally lack any stable revenue streams with which to
undertake urban development.

The negative consequences of this process have been as obvious as the positive
benefits, however. Such things as ‘operating a city [like a business]’, ‘getting rich
offland’, and ‘using land as the source of public revenues’ have led to an extremely
rapid expansion in the size of cities. This has happened so fast that the pace of ‘land
urbanization’ has outstripped that of ‘population urbanization’. The density of
urban populations has fallen dramatically in the process. When it is considered that
the current statistics for the “urbanization rate’ include 145 million rural migrant
workers, a population that has not in fact been fully integrated into the urban popu-
lation, the unbalanced way in which land is being urbanized faster than people are
being urbanized becomes even more extreme (see Figure 1.12 and Chapter 6).
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The unbalanced spatial distribution of cities and the various
forms or shapes of urbanization

Over the past three decades of rapid urbanization in China, most new cities have
been concentrated around a relatively small number of areas, including Guangdong,
Fujian, Zhejiang, Shanghai, Jiangsu, and Beijing. In 2008, the urbanization rate in
the eastern part of the country was 56.2 per cent, which was 13.2 per cent higher
than in the middle part of the country and 17.9 per cent higher than in the west.
Problems attending this spatial distribution of cities have already become apparent.

First, the spatial distribution of cities is incompatible with the availability of
resources as well as the carrying capacity of the local environment. The carrying
capacity of the resource environment around the Yangtze River Delta area, the
Pearl River Delta area, and Shanghai has already begun to decline. At the same
time, some cities in the middle and western parts of the country that have rela-
tively good natural conditions remain underdeveloped.

Second, regional disparities in how cities are distributed around the country are
not only detrimental to balanced regional development but even contribute to
further disparities. Third, the wholesale movement of rural populations from
middle and western parts of the country, towards just a few areas in the east, has
caused major adjustments not just in population but in resources, leading to
extremely high social costs.

‘Urban clusters’ in China are insufficiently developed. The formation of urban
clusters has already become the dominant trend in the process of urbanization.
Several such urban clusters are making good progress in China but, seen overall,
the number of these and the quality of their organization is too low, and their
development is still at a very preliminary stage.

One thing preventing the integrated development of urban clusters is the
socioeconomic ‘control system’ in China, which is based on the ‘administrative
district’ as the main unit. Within a given cluster, each ‘city’ still lacks a well
differentiated set of functions.

Industrial structures and the positioning [or definition] of functions is still iden-
tical in all parts of a cluster so that ferocious and harmful competition between
cities is the rule. Meanwhile, inadequate infrastructure makes communications of
all kinds inconvenient. Many regions that claim to be ‘urban clusters’ are in fact
merely administrative measures or planning designs. They have not truly become
urban clusters in terms of functions, comprehensiveness, and networks.

Severe shortage of land resources

The per capita amount of ‘usable land’ in China is 0.8 hectares, which is only
slightly more than one-quarter of what it is worldwide.

The per capita amount of ‘arable land’ in China is less than 43 per cent of the
comparable global figure.

In addition to the fundamental scarcity of land, other ‘land issues’ relate to the
speed at which land is being ‘urbanized’ and the way that land urbanization is
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exceeding population urbanization. The shape that urbanization is taking is not
concentrated in specific areas, nor is its distribution concentrated. Instead, the
trend is toward low-density [high-sprawl] urbanization. In addition, China as a
country has not yet reached peak population so that the contradiction between
people and available land will only intensify in the future.

Different paths toward ‘urbanization’ put different demands on land use.
Table 1.2 presents three different scenarios. The first distributes the anticipated
new urban population of four hundred million people evenly across four different
types or ‘forms’ of cities, namely extra-large cities, large cities, medium-sized
and small cities, and small towns. Each is allocated 25 per cent of the total. In
this scenario, in order to meet the demands of urbanization over the next 20 years,
a total of 39,000 square kilometers will have to be newly ‘occupied’ by urban
land use.

The second scenario assumes that extra-large cities will become the dominant
form of urbanization, and that 50 per cent of urban populations will be concen-
trated in existing extra-large cities, with 20 per cent in large cities and medium-
sized and small cities, and only 10 per cent absorbed into small towns. In this
scenario, a total of 34,000 square kilometers will have to be put to urban land use.
As compared with scenario one, this scenario therefore results in conserving 4760
square kilometers of land.

The third scenario envisages taking the path of ‘small town development’ as
the primary mode of urban development. It mainly relies on small towns to
absorb the increase in urban populations. It assumes that small towns will absorb

Table 1.2 Urban land requirements for different urban population distributions

Per Scenario 1 Scenario 2 Scenario 3
capita
land Popula-  Newly Popula-  Newly Popula-  Newly
occupa- tion dis-  added tion dis- added tion dis-  added
tion® (m?) tribution urban land tribution urban land tribution urban land
use (km?) use (km?) use (km?)
City with 73 25% 7,300 50% 14,600 10% 2,920
more than
1 million
people
City with 81 25% 8,100 20% 6,480 20% 6,480
500,000—
1,000,000
people
Small and 93 25% 9,300 20% 7,440 20% 7,440
medium-
sized city
Small town 143 25% 14,300 10% 5,720 50% 28,600
Total land 39,000 34,240 45,440
use (km?)

2 The ‘land’ in ‘per capita land occupation’ refers to the built-up area of cities and administrative
towns and the ‘population’ refers to the population with city household register and the permanent
population, namely rural migrant workers, who have lived in urban areas for more than six months.
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50 per cent of the four hundred million new urban residents, while large,
medium, and small cities will absorb 20 per cent, with mega-cities absorbing
only 10 per cent. Under this scenario, 45,400 square kilometers of land will be
needed for urban land use purposes. This scenario therefore uses 6440 square
kilometers more than scenario one, and 11,200 square kilometers more than
scenario two.

It is obvious that different paths to urbanizing the country will result in differ-
ent land-use pressures, since intensive land-use practices can be used only to
varying degrees by different sizes of cities.

Water resources, energy resources, and environmental pressures

China’s water resources rank among the scarcest in the world. Available water
per capita is one-quarter the average in the rest of the world.

Moreover, water is highly uneven in terms of geographic distribution and
seasonal availability, and the mismatch between concentration of cities and
concentration of water resources makes this problem even more pronounced.
Many cities have begun excessive mining of their underground water, which has
led to constantly falling water tables and to the subsiding of the surface areas of
cities, a trend that is getting worse by the day.

At the same time, the problem of polluted water in cities is acute. More than
90 per cent of urban water areas [sources] are severely polluted; close to 50 per
cent of the water sources of key urban areas are not in compliance with drinking
water standards. Given ongoing rapid urbanization and the trend towards ever
more concentrated and large-scale use of water, the problem of not having
enough water where it is needed is only going to intensify.

In 2008, the per capita use of water in China in urban areas came to 178.19
tons. Using this figure, if 15 million people are added every year to urban
areas, the increase in urban populations will bring with it an additional 267
million tons of water demand every year. China’s extreme shortage of water
is going to be the constraining factor or bottleneck holding back the develop-
ment of many cities.

Urbanization brings with it radical changes in people’s lifestyles, particularly
in the age of the automobile. In China, the process will greatly increase the
consumption of energy resources. Meanwhile, as urbanization brings both people
and production into closer proximity, it also aggravates environmental problems
in the ecosystem in which urbanization is occurring. Measurements are indicating
that the density of sulfur dioxide in the air above China’s northern cities is, on
average, 30 per cent higher than allowable standards. In southern cities, the sulfur
dioxide is 19 per cent higher than standards.

Piles of accumulated garbage in China, collected over years, now amount to an
aggregate figure of some six billion tons. The area of ‘land-use’ required for this
garbage now comes to 500 million square meters. The garbage is already causing
extreme damage to the soil, as well as to underground water and to the atmos-
phere. If we persevere in our current mode of production and our current lifestyle,
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China’s ecological systems will face a monumental challenge as levels of urban-
ization continue to rise.

The challenge of satisfying the diversifying demands
of China’s urban residents

Given rapidly transforming social and economic modes, the demands being
placed on public services by citizens are also undergoing profound change, both
in level and in specificity.

Economic growth has led to changes in the level of citizen’s demands, such
that people are transitioning from a basic subsistence mode to a growth mode in
their needs. Now that their material needs are basically being met, other demands
are coming to the fore, including physiological, psychological, and spiritual.
Focal points of public attention are now including social ethics, public safety, and
environmental protection, in addition to earlier concerns, including healthcare,
education, and social security.

At the same time, a transitioning society is creating changes in the composition
of citizen’s demands. Those demands are becoming more diversified, more indi-
vidualistic, and more based on legal systems. The trend is towards pursuing lives
that embody a sense of wellbeing, that are quality-oriented, that call for equal
opportunity. Citizens have begun to be aware of their rights, their political,
economic, social, and cultural rights, and they are now seeking more high-quality
and individualized public services and products.

Box 1.2 Analysis of the various demands being placed on public services
by different kinds of urban groups

Western authorities who have studied urban issues conducted a survey that
evaluated the expectations of different interest groups in urban areas, with
respect to the performance of their cities. They then consolidated the results
(Table 1.3). Generally speaking, lower-income groups in urban areas were
concerned about whether or not cities could provide them with opportunities to
improve their own situations. They were also concerned about prices of goods,
the educational opportunities available for their children, and so on. Middle-
class people were more concerned about the quality of life, whether or not it
was outstanding, whether or not taxes were relatively low, whether or not there
were adequate benefits that justified pursuing education. People who were not
long-term residents in cities, including merchants and professionals who for
one reason or another were only residing in the city for a short time, were most
concerned about the opportunities for advancement in the city, whether or not
the political situation was stable, whether or not one could spend a minimum
amount of money in return for the highest quality of life. In brief, the demands
of different kinds of people on public services were quite different.
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Table 1.3 Analysis of different urban public demands of different social groups

Interested group Related city functions Main urban concerns

Poor class Cities are still relatively better ~ Income opportunities,
than the countryside, affordable prices, education
although life is difficult; opportunities, housing, and
some money can be saved to transportation

purchase land; children can
have a better future through
formal education

Rich and Cities are ideal places to live, Social status, income, security,
semi-rich mean better services, make it cheap labor, quality of life,
class easier to establish links with and quality—price balance of

businesses and governments, goods and services

and are gateways to the
outside world

Non-citizen Cities are bases to make the Political and social stability,
businessmen highest profit in the shortest security, urban services,
and time, ideal places to enter educational opportunities,
professionals corporate and institutional housing, social intercourse,

headquarters, and places to labor market, service

spend less for a decent life availability and reliability,
and product quality. Price is
not a big problem

Visitors and City atmosphere, relaxed Food, accommodation,
tourists environment, good shopping transportation, security,

environment, and all factors comfort, shopping
to ensure holiday and environment, tourist
short-term comfort resources, and availability of

special goods and services

Source: Yin Jizuo: World Cities and Innovative Cities: Theory and Practice in Western
Countries, Shanghai Academy of Social Sciences Press, 2003, pp. 38-9.

Challenges brought on by the demand for housing

The experience of other countries indicates that many countries face a serious
problem of ‘slums’ once their population becomes more than one-half ‘urban’.
Within the next few years, China’s urbanization rate will also exceed 50 per cent.
It may be very hard for the country to meet the additional demand for housing by
using existing modes of housing supply and housing consumption.

Right now, the housing standards for rural migrant workers are quite low,
sanitary conditions are poor, there are numerous safety hazards, housing lacks
proper facilities, and so on. Rural migrant workers engaged in construction work
live in two square meters of ‘housing’ on average. Given the housing needs
anticipated for an additional two hundred million people within the next ten years,
China’s urban housing faces a massive shortage. As calculated at the standard per
capita living space of 15 square meters, China will need nearly three billion more
square meters of housing within a decade.
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Box 1.3 Housing conditions of rural migrant workers in Hangzhou

Hangzhou’s rural migrant workers resolve their housing problems mainly by
renting from other farmers who have settled down in what are called ‘villages
within cities’. Some 62.3 per cent of all rural migrant workers lives in this
kind of housing; another 15.8 per cent live in collective dormitories, 16 per
cent live in sheds on construction sites, while 4.7 per cent rent from urban
residents. Still another small percentage live in storage rooms of stores and
restaurants, and some in hospital wards, as nurses accompanying patients.

Only 15.2 per cent of those surveyed expressed satisfaction with their
living conditions. Most were unhappy with various aspects, including rent
and the environmental conditions.

A further survey was conducted of the 169 individual rural migrant
workers who had expressed dissatisfaction with living conditions. Of these,
30.1 per cent felt that rents were too high; 29.7 per cent felt that housing
conditions were deplorable. One notable response was that 7.9 per cent felt
that the place was not for long-term habitation. It was apparent that rural
migrant workers have a sense of disorientation [or ‘loss’] in not having any
long-term housing or place to stay.

Source: Policy Research Center of Ministry of Housing and Urban-Rural
Development: Housing Problem of Peasants Living in Urban Areas, 2001.

Challenges facing the whole issue of social governance in cities

As levels of urbanization in China continue to rise, municipal social governance is
going to become one of the most crucial issues facing the country as it modernizes.

In the context of modern urban societies, such things as open social structures
and the tremendous mobility of populations mean that social control systems that
were based on ethics will become less and less effective. Economies are globaliz-
ing and municipal management and urban governance will soon be facing ever
more intense market competition. Challenges include such things as the speed
with which capital now circulates, the constant fragmentation of interest groups,
and the rise of civil society.

Contemporary municipal ‘governance’ must now cover a broad range of tasks,
from political administration to economic operations, cultural activities, and
environmental protection. Municipal governance has become a very complex
form of systems engineering. It requires the ability to manage many kinds of
social issues, and at present China is far from being able to meet the demands.

Right now, problems of municipal management are not merely reflected in
such things as traffic jams, cleaning up residential districts, and keeping social
order. More importantly, they are reflected in the fact that the very systems
required for modern social governance have not yet been established.
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Notes

1

Economic density, a measurement of economic output per square kilometer, reflects
the level of briskness and development of a regional economy. If a region has a higher
economic density, its elevation in the map is also higher.

China Statistical Yearbook 1983. Henceforth, data originating from or based on China
Statistical Yearbooks will not be specifically attributed.

The urbanization rate before the reform and opening up was basically computed on the
basis of city populations, but the rate after the beginning of reform and opening up also
included the populations of administrative towns. That is why ‘city population’ is used
here for the period before reform and opening up and “urban population’ for the period
after the beginning of reform and opening up.

The urbanization rate before the reform and opening up was basically computed on the
basis of city populations, but the rate after the beginning of reform and opening up also
included the populations of administrative towns. That is why ‘city population’ is used
here for the period before reform and opening up and ‘urban population’ for the period
after the beginning of reform and opening up.



2 Converting rural migrant
workers into urban residents
in the course of urbanization

Rural migrant workers are a unique component of China’s contemporary society.
These people leave their homeland and families to work in unfamiliar cities
where their work becomes the ‘core competitiveness’ of all that is made in China.
The sweat of their brows has watered the growth of China’s myriad skyscrapers
as well as creating the products sold around the world. Their contribution to
China’s economic growth over the past 30 years has been immeasurable, for they
have contributed their very youth to the process of building China. Despite crip-
pling work, however, these people have no permanent place of residence and no
security, they live apart from their families, and they have extremely difficult
lives. As we celebrate the rapid growth of China’s economy, and pride ourselves
on becoming a middle-income society, it behooves us not to forget this vital
group of people. Indeed, this specific group of people is most in need of our
public policy consideration.

The crux of the issue of rural migrant workers is the process of turning them
into legitimate urban residents. That means enabling those employed workers
who are already long-term residents in cities, and their families, to obtain the
‘status’ [shenfen] of ‘urban resident’. It means enabling them, on a voluntary
basis, to enjoy public services and political rights that are equal to those enjoyed
by existing urban residents, as well as to assume the civic duties of urban resi-
dents and to become urban ‘citizens’ in the true sense of the word. This process
of converting rural migrant workers into true urban citizens is the key task for the
country at this immediate stage of promoting urbanization.!

The current state of affairs and the difficulties
the country faces in converting rural migrant
workers into urban citizens

After the start of reform and opening up [in 1978], the country’s initial response
to the movement of rural migrant workers into cities was passive acceptance,
which then turned into a gradual loosening of restrictions on mobility. In the
1980s, policies exhorted surplus labor in rural areas to ‘leave the soil but not the
homeland, go into factories but not into cities’. The idea was to resolve surplus
labor problems in the countryside by creating jobs in sifu; farmers were not
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encouraged to migrate to cities, and indeed policies prevented them from
doing so.

Since the 1990s, however, the movement of labor into cities, and from inland
provinces toward coastal regions, has become an inexorable tide. To use the
phrase of the time, the magnitude of the ‘flood of peasant labor’ clearly showed
that the new situation could not be dealt with by trying to ‘shift labor’ to new jobs
in the same rural localities.

After the 1990s, attitudes gradually began to change with respect to how to
shift rural labor into new jobs, and policies began to accept the migration of
workers into cities, and even to encourage it. Policies fundamentally changed on
the issue in the twenty-first century. In 2002, a ‘guiding precept’ stated that, with
respect to allowing rural migrant workers to find jobs in cities, policies were to
‘provide fair [equal] treatment, reasonable guidance, sound management, and
improved services’. This led to the removal of previous regulations that had
allowed discriminatory practices, including unreasonable fees placed on rural
migrant workers.

As the numbers of rural migrant workers in cities grew ever larger, the whole
issue became a focal point of public debate. Another key breakthrough in policy
came after the 16th National Congress of the Communist Party of China. In 2006,
the State Council issued an ‘Opinion on Various Issues to do with Resolving the
Problem of Rural Migrant Workers’. Each level of government was now charged
with the task of dealing with the issue.

Nevertheless, the critical aspect of enabling rural migrant workers to become
legitimate urban citizens, to work and live in cities as normal city residents, was
left completely unresolved. Policies with respect to this aspect of the problem
were not changed one iota. As a result, the two different policies coexisted:
encouraging rural migrant workers to come work in cities, and preventing rural
migrant workers from receiving the legitimate rights of urban citizenship.
Together, the two have led to the massive and uniquely Chinese problem that we
have today: the ‘rural migrant worker’ problem.

Overall size of the rural migrant worker population, and
its regional distribution

The direction of the movement of people, and size of the population, have under-
gone three main stages over the course of changing policies and a changing
economic environment. The first stage was in the 1980s, when in sifu employ-
ment predominated. Town-and-village enterprises provided the main source of
jobs for rural migrant workers. During this phase, the number of workers rose
swiftly from around 2 million in the early 1980s to 30 million in 1989.

The second stage occurred in the 1990s and was characterized mainly by cross-
regional flows of people. Cities now became the main location of jobs for rural
migrant workers. The size of the rural migrant worker population swelled to
around 100 million at the start of the twenty-first century. As the range of move-
ment broadened out, the percentage of people migrating across regions rose
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dramatically. The third stage has been occurring in the twenty-first century as the
overall size of the rural migrant labor population began to stabilize and the rate
of increase began to slow down. Between 2002 and 2006, the annual increase in
the number of rural migrant workers has been an average of 6.78 million, a figure
that has been growing at around 6 per cent. This is far lower than the average
annual increase of 15 per cent in the 1990s.

Currently, there is still a surplus labour force in rural areas in overall terms, but
the supply-and-demand situation is growing more complex. From a long-term
‘over-supply’, it is moving in the direction of ‘structural shortages in the midst of
overall surplus of labor’. Supply of rural migrant workers with special skills is
inadequate in some areas, so that there have even been instances of labor short-
ages along coastal regions in peak seasons.

The total number of rural migrant workers in 2009 came to around 230 million
people. Of these, 145 million were workers who had left their native towns and
townships to seek work elsewhere; while 84.45 million were workers who were
employed within their native regions.?

The flow of rural migrant workers has been mainly in the direction of the
fastest-growing economies along the east coast. The National Bureau of Statistics

Table 2.1 Regional distribution and change (%) of rural migrant workers®

FEast region Central region West region
2003 69.9 14.9 15.2
2006 70.1 14.8 14.9
2009 62.5 17.0 20.2

2 With regard to the distribution of the destinations of rural migrant workers, 0.3% of rural migrant
workers are working in Hong Kong, Macao, Taiwan, and foreign countries in addition to those
working in the east, central and west regions.

Table 2.2 Distribution and change (%) of rural migrant workers in different types of
cities 2001-2006

2001 2002 2003 2004 2005 2006 2009

Centrally 8.2 8.4 9.5 9.6 9.9 9.4 9.1
administered
municipalities

Provincial capital 21.8 21.2 19.6 18.5 19.1 18.6 19.8
cities

Prefecture cities ~ 27.2 27.2 31.8 343 36.1 36.8 344

County cities 21.0 21.1 20.4 20.5 19.7 20.2 18.5

Administrative 13.0 12.9 11.6 11.4 10.0 9.9 13.8
towns

Other regions 8.8 9.2 7.1 5.7 52 5.1 4.4
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estimated in 2006 that some 70.1 per cent of all rural migrant workers were
employed in the eastern part of the country, while 14.8 per cent were in the
central part of the country and 14.9 per cent were in the western part of the coun-
try. The number in the east had increased slightly over 2003, while those in other
parts of the country had gone down slightly.

By 2009, this distribution of workers had changed considerably due to two
factors: the impact of the international financial crisis on eastern regions, and the
accelerating pace of economic development in the central and western regions.
In 2009, therefore, the percentage of workers in the east dropped to 62.5 per cent,
to total 90.76 million. Numbers working in the central part of the country rose to
17 per cent, to total 24.77 million people, and those in the west rose to 20.2 per
cent to total 29.4 million people. As compared with 2006, the number in the east
fell by 7.6 per cent, while the number in the central and western regions rose by
2.2 per cent and 5.3 per cent respectively.

Next-generation rural migrant workers are now presenting a new set of
issues to policy makers. These younger people, 23 years old on average, now
constitute 60 per cent of all rural migrant workers. They were born and raised
after China began ‘reform and opening-up’ policies, and their demographic
profile is different from that of their parents. They have somewhat higher levels
of education and skills training; they mostly have never engaged in agricultural
labor, and they have a better sense of their own value. Work motivations of
this new generation are shifting from ‘merely making a living’ to ‘realizing hopes
and dreams’.

This new generation of rural migrant workers is looking for longer-term oppor-
tunities and is very much hoping to settle down permanently in cities. The
younger generation has a far better sense of its rights, and hopes to engage in life
intellectually and emotionally (All-China Federation of Trade Unions: Study
Report on New-Generation Rural Migrant Workers).

Problems relating to this new generation of rural migrant workers have been
accumulating and are now beginning to affect political and social stability in the
country. The problems are beginning to have a negative impact on sustainable
economic growth. Targeted policies that address these issues are becoming an
urgent imperative if China aims for ongoing social development.

Main issues facing rural migrant workers

The problems that rural migrant workers face are ever more apparent as their
numbers increase. The government has therefore been applying a range of policy
measures to various issues, seeking to address such things as poor working condi-
tions, delayed payment of wages, no social security, deplorable housing, inade-
quate children’s education, difficulties in getting medical attention, and so on.
There has been no action at all with respect to the core issue, however — that of
converting these workers into legitimate urban citizens. These workers and their
families are still quite clearly receiving discriminatory treatment in many aspects
of life, including ‘compulsory’ education, university entrance examinations, job
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assistance, medical care, guaranteed housing, social welfare, and political rights
and benefits. [Each of those issues is discussed below.]

First, children of rural migrant workers are not able to receive educational
services on an equal basis [with regular urban citizens]. Equal opportunity in
receiving an education is the fundamental basis for an equitable society. The
national government currently mandates that all children of rural migrant workers
must be taken into the public school system [at the primary and middle-school
level]. Nevertheless, quite a large percentage of children who are already living
in cities do not, in fact, have any way to enter the school system and instead are
forced to be educated at schools that are privately run for the children of rural
migrant workers. Conditions at these private schools are generally poor. Fees are
charged, which are not in any way standardized. According to the National
Bureau of Statistics, in 2006, 17 per cent of rural migrant workers had brought
their children with them into cities and had them study in local schools, and
70 per cent of these children were studying in public schools while 10 per cent
went to ‘schools for children of rural migrant workers and 20 per cent went to
other types of private schools. The great majority of schools run specifically
for children of rural migrant workers receive no support from public funding.
Costs of the ‘compulsory education’ of these schools have not been included in
public budgets, and the schools rely on fees for ongoing operations. This has
an impact on the quality of the education and also adds to the financial burden
of workers.

Another problem that deserves much greater attention is the discrimination
against children of rural migrant workers in education at the levels of high school
and above. Even if these children receive absolutely equal education at the
compulsory education level [primary and middle school], once they enter the
stage of non-compulsory higher education, they receive different treatment. They
are obliged to return to the place of their household registration for high school.
They cannot partake in the superior education offered to high-school age students
in cities, and they must be located back in their original place of residence in
order to sit for the college-entrance exam. The problem of unequal education for
the children of rural migrant workers is one of the primary manifestations of
inequality in educational opportunities in China in general.

When either one or both parents leave home to work in some other place, those
children that they leave behind are generally called by a short-hand phrase that
means ‘children left behind to be cared for by others’.

There are around 58 million such children in China, according to statistics
assembled by the All-China Women’s Federation. This figure represents 28.29
per cent of all rural children. Among these children, more than 40 million are
under the age of fourteen.

A variety of studies indicate that ‘children left behind’ suffer from a number
of problems as compared with other control groups. These include malnutrition,
poor study habits, bad performance in school, and so on. (Gao Wenshu, 2009; Su
Fengjie, 2009). Many of these children suffer from psychological problems due
to emotional deprivation. They are impassive, mentally closed, and defensive.
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Box 2.1 Education of the children of rural migrant workers
under a state of ‘quasi-urbanization’

Yang Yang’s story: Yang Yang came to Shanghai along with her parents
when she was five years old. She first enrolled in a school run exclusively
for the children of rural migrant workers. In 2006, the school’s building
was taken away from them and Yang Yang and her younger sister were
transferred to a public school. In this middle school, however, children of
rural migrant workers were taught in a separate class. The registration
number of this class was °5°, and the class lumped children from a
preschool age up to grade 3. As a result, ‘5’ became the code name for the
‘class for peasant children’. In 2008, at the time Yang Yang was graduating
from junior high school, the Shanghai municipality issued a policy stating
that the children of rural migrant workers could attend mid-level vocational
secondary schools for free. Yang Yang’s dream in life was to be a
supremely fine street dancer, but instead she enrolled in a certain vo-tech
school and opted for a course in hotel management. The reason was there
were only three courses in this school that actually had positions for chil-
dren of rural migrant workers, and the other two were in digitally controlled
machine tooling and cooking. Among the other students who graduated
from middle school with Yang Yang, five boys and one girl elected to
enroll in vo-tech education in Shanghai. Three other boys elected to return
to their home towns for a high-school education. Another three girls felt
that it would be a waste of time to go to school and not make any money
in the process, so they apprenticed themselves to different trades. In the
second half of 2009, Yang Yang became embroiled in a dispute between
different ‘gangs’ in her school and was ordered to leave the school by the
authorities.

This is only one example of the situations faced by the children of rural
migrant workers, but it illustrates some of the issues that occur and that
lead to dropping out of secondary vocational school. This specific example
is by no means an exception.

‘Children have an invisible ceiling above them, once they graduate from
middle school’, remarked the principle of a school run exclusively for the
children of rural migrant workers.

Current policies that relate to continuing education state that, once the
children of rural migrant workers have graduated from middle school, they
must return to their original place of residence to attend high school. They
also must return to their original homes to sit for the national college
entrance exam. Many of these children were raised in the city, however.
Many were even born in the city or came when they were quite young.
They are essentially urbanites, and they face multiple problems when
returning to life and schooling in the countryside. Often, children find the




Converting rural migrant workers into urban residents 39

option unacceptable, yet they are barred from further education in the city
and they are still too young to be hired for proper jobs. As a result, they
give up school altogether and become aimless. They spend time in internet
cafes, or game rooms, and some turn to a life of crime.
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They lack self-confidence and distrust others. In addition, their safety is at risk
since they easily become vulnerable targets for harmful activity. This mishan-
dling of human resources is generated by the whole issue of ‘quasi-urbanization’.
In the end, the problems can lead to poverty and to a form of social segmentation
that is passed down from one generation to the next.

A second major issue relating to rural migrant workers involves healthcare.
Children of rural migrant workers are unable to receive public healthcare and
basic medical services on an equal basis with others, even though they live in
cities. Children living in cities are immunized against diseases at only a very low
rate. Rural migrant workers are not fully covered by the disease prevention and
monitoring systems of urban areas, nor are they included in systems that offer
birth-control services in urban areas. Rural migrant workers are not incorporated
in urban medical assistance programs (for major illnesses), so there is no way
they can receive the same treatment as urban residents. It is hard for people in
general to get in to see a doctor, but it is even harder for rural migrant workers.

A third issue relates to overly low coverage of social security for rural migrant
workers. First, the premiums are high, which creates a substantial barrier to entry;
second, the mobility of workers prevents them from qualifying, given the one-
year time requirement. As a result, very few rural migrant workers enroll in
pension insurance. Moreover, management of pension plans in China is handled
by different levels of government, while various regions have different and
unrelated policies and systems. It is hard for mobile workers to transfer their
plans and have ongoing coverage, another main factor affecting the participation
of workers in such plans. In 2009, employers or ‘units’ paid the following
percentages in to various kinds of insurance for rural migrant workers: 7.6 per cent
of pension insurance, 21.8 per cent of industrial injury insurance, 12.2 per cent of
medical insurance, 3.9 per cent of unemployment insurance and 2.3 per cent of
childbirth insurance.
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Relatively speaking, rural migrant workers who are engaged in the manufac-
turing sector are in a somewhat better position so far as social insurance is
concerned. The construction industry is different. Occupational hazards are high
in the construction trade, yet only 15.6 per cent of premiums for job-related insur-
ance are paid for by the employer. This is far below the amount required by the
Regulations on Industrial Injury Insurance. Meanwhile, the number of rural
migrant workers choosing to pay for insurance of various kinds is extremely low:
1.8 per cent get pension insurance, 4.4 per cent get medical insurance, and only
1 per cent get unemployment insurance.

Box 2.2 Inadequate protection of the rights of rural migrant
workers means that they are subject to higher rates of
occupational disease

The great majority of rural migrant workers work in jobs that involve heavy
labor and that are dangerous and dirty. Occupational hazards are common,
yet most of the enterprises that hire the workers do not take preventive
measures against occupational diseases. Some fail to monitor the dust and
toxic materials emanating from the workplace; most fail to inform workers
of occupational hazards and possible consequences, and they do not organ-
ize physical check-ups for workers or provide equipment to prevent poten-
tial problems. Many even evade their responsibilities by refusing to sign
employment contracts with the workers and by constantly changing workers,
sometimes rotating workers out every half year. These actions lower costs
for the enterprise, but greatly increase the likelihood that workers will
contract diseases. They transgress the legitimate rights and interests of
workers, in terms of their safety and their health. In the end, the price has
to be borne by the workers themselves and by society at large.

1 Two years ago, several dozen rural migrant workers contracted a ‘strange
disease’ all at the same time. The workers had returned to their homes in
Xiangjiaba Town, Shuifu County, Shaotong City, Yunnan Province, after
working in a gravel plant in Fengyang County, Anhui Province. Twelve
of them, strong young men, suddenly died one after another. The initial
results of an investigation conducted by the Ministry of Health indicated
that the cause of death was a lung disease called anthraco-silicosis. This is
the most common kind of pneumoconiosis, and the kind that progresses
most rapidly and does the most severe damage. Once the incident was
discovered, the local government did check-ups on 400 other workers
who had worked in the Shiying Gravel Plant in Anhui province, and
discovered that 30 other men had also contracted the disease.
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2 Starting in June of 2004, a rural migrant worker named Zhang
Haichao worked in a variety of dangerous jobs at a materials plant
in Zhengzhou City, Henan Province. He served as general laborer,
rock crusher, and high-pressure drill operator, among other jobs,
for three years, before he became ill and was diagnosed as having
contracted pneumoconiosis. Several different hospitals made the same
diagnosis, but the enterprise he had worked for refused to provide
information on the case and the Zhengzhou Occupational Disease
Prevention Center refused to agree that the problem was pneumo-
coniosis. Instead, the Center said that it was merely tuberculosis. In
order to get at the truth, this young 28-year-old went to the Hospital
Number One associated with the Zhengzhou University, where he
insisted that his chest be opened up to examine the true state of affairs.
In this manner, he was able to publicize a very heart-rending story as
a lesson to others.

3 The Ministry of Health issued a report in 2009, the National Report
on Occupational Diseases. This report revealed statistics relating
to the incidence of pneumoconiosis among rural migrant workers
who worked in State-owned coal mines. As high as 4.74 per cent
of those rural migrant workers who were given health examinations
had contracted the disease. The shortest length of time recorded for
contracting the disease was only 1.5 years, while the average length of
time was 6.69 years. Among ‘officially hired” workers in coal mines,
the shortest length of time for contracting the disease was 25 years,
and the incidence was 0.89 per cent. Occupational diseases among
rural migrant workers are characterized by the very brief time it takes
to contract a disease and by the high incidence of those who get the
disease. Among occupational diseases, pneumoconiosis is the most
prevalent.

Most occupational diseases have a long latency period and a delayed
onset of symptoms. Since rural migrant workers are highly mobile and
tend not to take care of themselves, many of their diseases show up
only after they have moved on to other jobs or returned to their native
homes. This makes it hard for them to know where they contracted the
disease and to press for compensation, let alone early treatment. The
result is that not only is the person himself afflicted by the disease, but
often his entire family has to bear a heavy financial burden.
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The fourth major issue relating to rural migrant workers involves the fact that
they are not included in the urban housing-security system that applies to regular
urban dwellers. In 2009, the National Bureau of Statistics issued a report, the
2009 Report on Rural Migrant Workers: Investigative Survey. This report indi-
cates that 33.9 per cent of rural migrant workers who were surveyed were living
in dormitories provided by the employer or ‘unit’ involved; 10.3 per cent were
living in ‘work sheds’ adjacent to construction sites; 7.6 per cent were living
on-site in production facilities; 17.5 per cent were living in communally rented
housing; 17.1 per cent were living in independently rented housing; 9.3 per cent
were living in their own homes after working daily in locations outside their
home town; and only 0.8 per cent were living in housing they had purchased.

Rural migrant workers who live in cities are a distinctly low-income group of
people, and they therefore can only afford housing that is cheap and generally
remote. On average, each person spends RMB 245 on housing, which is 17 per
cent of the average monthly income. These figures vary slightly in different
regions. In the Yangtze River Delta area, rural migrant workers spend RMB
350.78 each month on housing, which constitutes one-third to one-quarter of their
income (these figures come from a survey of 16 cities, including rural migrant
workers in Jiangsu, Zhejiang, and Shanghai). The standard stay in one place is
21.18 months, which is more than enough to qualify the workers for the six-
month requirement for permanent residence in a city (Mo Jianbei et al., 2007).

According to a separate survey, conducted in Shanghai, Guangzhou, Wuhan,
Chengdu, and Fuyang, the housing conditions of rural migrant workers are far
worse than those of local urban residents.> Housing is crowded and miserable.
Subsidized public housing has not been made available to rural migrant workers,
and municipal governments in each place in fact are simply allowing the situation
to take its own course, forcing rural migrant workers to take care of themselves
as best they can. Their housing needs are quite separate from the whole system
of guaranteed housing [or housing security].

How workers are housed has a severe impact on their quality of life. Housing
is one of the greatest obstacles to enabling rural migrant workers to become
normal urban citizens, and it is one of the toughest issues facing housing in China
overall.

The fifth issue relates to the rights and interests of rural migrant workers, which
are inadequately protected by safeguards. One problem that was outstanding
several years ago has been improved to a certain degree, namely employers being
‘in arrears’ on their wage payments to workers. In 2009, the percentage of work-
ers who were not being paid had come down to 1.8 per cent of the total. Other
issues remain, however, such as the very long hours put in by workers. Surveys
indicate that the average worker works 26 days of the month and 58.4 hours each
week. Some 89.9 per cent of all rural migrant workers work more than the legally
mandated 44 hours per week. A small percentage of workers sign actual contracts
with employers — around 60 per cent do not have a contract.

Rural migrant workers ‘roam outside the political life’ of municipal govern-
ments, and so laws that protect their rights and interests are generally not a part
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of urban policy formulation. One very important point is that there is a direct link
between the elections system and the ‘household registration’ system. According
to current laws and regulations, rural migrant workers are not allowed to partici-
pate in elections outside their official place of residence.

A sixth issue relates to ‘social protections’ for rural migrant workers, which are
very low. These workers are increasingly marginalized as a result and begin to
constitute a social threat. In the process of urbanizing, many of the more devel-
oped cities are rapidly expanding in area and building up newly encompassed
areas with extensive construction projects. The result is a large number of
‘villages within cities’ in such places as the Pearl River delta area, the Yangtze
River delta area, the Bohai gulf, and the main centrally administered cities and
provincial capitals.*

Since core-city rental prices are higher than workers can afford, most rural
migrant workers live within these villages within cities, in appalling housing
conditions. Although these areas provide rural migrant workers with a ‘platform’
on which to survive, the places themselves are often the ‘dead corners’ of cities,
in that municipal governance scarcely enters into them. They feature high-density
populations, poor sanitary conditions, grossly inadequate public facilities, and
complex forms of maintaining social order. In addition to rural migrant workers,
some college students also take up residence in such areas (see Box 2.3), since
they too cannot afford the high rents of better districts. Marginalized, on the
edges of urban life, the groups of people living in these areas have come to be
known as ‘ant heaps’.

Box 2.3 The current conditions of ‘villages within the city of
Kunming’, and associated problems

At the end of 2007, there were 336 ‘villages’ within an area of 249 square
kilometers, a space that includes the main built-up area of the city of
Kunming. The amount of space occupied by these villages covers 38.71
million square meters, a space that houses roughly one million people. The
population density in these villages is around 50,000 per square kilometer.

Certain aspects of the villages located within Kunming’s official
‘planned municipal district’ are as follows.

e Illegal use of land is rampant. ‘Villages within cities’ often take advan-
tage of their proximity to city centers in order to make money from
leasing land. The land is collectively owned. In 2004, the municipal
government of Kunming cracked down on more than 8000 cases of
illegal land use, involving nearly 130,000 mu [21,411 acres] of land.
Most of these cases occurred within the ‘villages within the city’.
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e [llegally constructed buildings are commonplace and building density
is extremely high. Given that occupancy is also high, removing people
to do renovation work is difficult. When the municipal government
decides to undertake demolition work, ‘villagers’ demand exorbitant
compensation rates for extra floors that they have illegally constructed
on top of buildings. The illegal construction has severely compro-
mised the original harmonious architecture and layout of the villages.
Building is done in a chaotic and ramshackle fashion.

e  Municipal facilities are nil, with an impact on environmental quality.
Moreover, the villages are aggressively expanding their building activ-
ities, so that any spaces for public activities (including ‘green spaces’)
are disappearing. Roads in the villages are generally winding and lack
public utilities, so that rainwater drainage and sewage flow together.
Electric power and telecommunications lines are a mess; natural gas
pipelines do not access the areas; the capacity of water supply lines is
inadequate in terms both of delivering water and of draining out used
water; other public-service facilities are lacking as well.

e Social problems are pronounced. Many of the original villagers are
idle since they earn a living off rental properties. The younger ones
become known as the ‘four do-nothings’ (don’t farm, don’t study,
don’t do business, and don’t work). With no effective supervision
governing a fast-growing population made up of outsiders, the rental
properties of ‘villages within cities’” often become hotbeds for incubat-
ing various kinds of crime.

e Disaster prevention and relief systems are weak. Safety hazards
abound. There is no control over building standards in the construction
going on in the villages, so there are basically no fire escapes and no
rescue corridors. Geological conditions are not taken into considera-
tion when building, nor is the need for earthquake mitigation.

Source: Largest People’s Project in Kunming: Renovation of ‘Villages in City’,
Kunming Daily, www.yn.xinhuanet.com/newscenter/2010-05/29/content_
19922914 .htm

Finally, the ‘irrational’ [or uncoordinated] way in which the labor force moves
around is also distorting the structure of rural populations. China’s current mode
of urbanization operates on the basis of the long-term de facto urban residency of
a mobile population, but since rural migrant workers and their families have not
been given the option of establishing permanent official residency in cities, the
age structure of urban and rural areas is gradually being inverted. The productiv-
ity of the urban population is rising, but at the same time rural areas are seeing an
increasingly aging population. A structural change is therefore going on in urban
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and rural populations. What this means is that rural areas are paying the price for
enabling cities to extend the period over which they enjoy a population dividend.
[The population dividend refers to a limited window of opportunity in China
when plenty of strong young labor is available for economic growth, due to the
bulge of young people going through the demographics.]

The absolute necessity of converting rural migrant workers
into urban residents

Over the course of nearly 30 years, the rural migrant worker phenomenon has
moved into becoming a ‘next generation’, and new trends and characteristics are
beginning to develop. The very reason we call these people ‘rural migrant work-
ers’ is that we have always assumed they will one day be returning to the coun-
tryside. We have assumed that once they become too old or run into trouble
finding a job, they will go back to their own original residences and use their
‘contracted land’ as their social security.

Even if this may or may not have been true in the past, it is no long in accord
with what is happening now. Short-term jobs are no longer the primary form of
employment for rural migrant workers in urban areas. The general situation now
is that people who have moved from one region to another, in the course of leav-
ing their original place of residence, have now transitioned from being ‘part-
farmer part-worker’ to being ‘full-time worker and not farmer at all’. A two-way
flow between urban and rural in terms of human mobility has changed into full-
time residence in cities. What was regarded as ‘supplemental income’ from urban
jobs has now turned into ‘lifelong employment’. More and more rural migrant
workers are not only unwilling but unable to return to the countryside.

Rural migrant workers have turned into the mainstay of the
national economy and are indispensable to its ongoing development.
Economic operations require their contribution to creating wealth

According to data resulting from the Fifth National Population Census taken in
2000, rural migrant workers now constitute 58 per cent of the workforce
in secondary industries and 52 per cent of the workforce in tertiary industries.
They represent 68 per cent of the workforce in processing and manufacturing
industries and 80 per cent of the workforce in the construction industry.
Additional data from the National Bureau of Statistics shows that, in 2006, there
were 47.124 million rural migrant workers engaged in processing and manufac-
turing and 27.06 million rural migrant workers engaged in construction work.
As compared with 2002, these 2006 figures had gone up by 104.6 per cent and
55.7 per cent respectively.

By 2008, rural migrant workers had come to constitute 43.5 per cent of the
entire employed workforce of non-agricultural labor. This figure was 8.4 per cent
more than it had been in 2005 (Center for Reform and Development of Cities
and Towns of the National Development and Reform Commission, 2009).
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These statistics show how thoroughly rural migrant workers have become the
primary body of labor in China’s industries, and the primary force behind the
creation of national wealth.

Given this de facto situation, it is no longer possible to imagine asking them to
return to the countryside. The economy can no longer do without them. Without
rural migrant workers, not only would the economy no longer function, but cities
would cease to operate. The issues no longer relate to whether or not rural
migrant workers should ‘go back’, but rather to how economic growth is inextri-
cably tied to rural migrant workers.

The employment of rural migrant workers is far more stable than
it was in the past, which considerably improves the ability of these
people to ‘stay on’ in cities

A fairly large percentage of rural migrant workers have now completely disas-
sociated themselves from agricultural production and live and work year-round
‘on the outside’, that is, away from their former homes. A considerable percent-
age of these people have taken their families with them and essentially moved
away from the countryside, severing any ties to agricultural production but also
any remaining links to rural society. Another component of rural migrant workers
cannot be included among those who ‘take families and head out’, but rather
belongs to a category that has married and had children in their new locale. Such
people, both those who moved with families and those who created families after
moving, have already been in an urban setting for a minimum of three to five
years. Many have been in urban areas for over ten years.

According to a survey conducted by the Ministry of Agriculture, 57.8 per cent
of those workers who had ‘gone out’ to find work in 2005 now had stable jobs.
In 2009, the average monthly salary of a rural migrant worker was RMB 1417.
Workers with incomes that exceeded RMB 1600 came to 27.3 per cent of those
surveyed. Such workers, living year-round in cities either with or without their
families, have been assimilated into urban life to a considerable degree. Their
skills, income, and capabilities are now such that they can support an ongoing
urban existence, albeit it at a fairly low level. Their ability to find employment is,
in many cases, no less than that of legitimate urban residents. The only thing that
differentiates them is their social ‘status’, that is, their inferior official standing as
non-urban residents.

The percentage of next-generation rural migrant workers is
constantly increasing, and these young people have a ferocious
desire to be assimilated into urban life

Rural migrant workers are already in a period of transition from one generation
to the next. They are in the final stages of shifting from the first to the second
generation, in that the children of those workers who came into cities in the 1980s
and 1990s are now beginning to constitute the main body of the workforce.
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In addition, the workforce is shifting out of mere quantitative-type production
into more qualitative-type production. The next generation, with higher levels of
education, is helping transform the ‘made in China’ brand into one that is far
more competitive.

In 2009, workers who were between ages 16 and 30 constituted 60 per cent of
the rural migrant labor workforce, that is, they were born after the 1980s. This
next-generation of workers shares the following characteristics. First, it is better
educated. More than 26 per cent of workers who are under the age of 30 have
received at least a high-school education. The percentage goes up to 31.1 per cent
for those next-generation workers who are between the ages of 21 and 25.
Second, next-generation workers have lost the ability to do any farming. By their
household residency they are officially ‘farmers’, or ‘rural residents’, but in fact
the great majority of them began to work immediately after leaving school and
have never engaged in any kind of agricultural production. They lack any basic
skills associated with agriculture. Third, next-generation rural migrant workers
have quite attenuated feelings about ‘the land’. Their mentality, lifestyles, and
behavior, are thoroughly urbanized. Their city work is not regarded as something
by which to earn extra income, in addition to farm income, but rather as their
lifelong occupation. Not only do they not farm, but they have no concept of just
how big a ‘mu’ is [0.1647 acre]. Next-generation rural migrant workers have a
totally different concept of what their lives will hold as compared with that of
their parents. Their parents intended to ‘make a few bucks by working [in cities],
then go back and build a home, get married, have children’. Instead, this genera-
tion has no intention of engaging in any kind of farming.

The phenomenon of ‘landless’ rural migrant workers has begun to
mean that these people rely even more exclusively on making their
living in cities
The term ‘landless rural migrant workers’ refers to those who no longer have any
‘contracted land’ that they can farm in the countryside. Two factors have caused
this. One is having more children than family planning policies allow, that is,
having what are called ‘outside-the-plan children’. Policies prevent such people
from being allocated a portion of collective land. The second is those children
who were born after their parents signed 30-year contracts to farm specific plots
of land now join the ranks of ‘rural migrant workers’ once they become adults.
The Labor and Social Security Bureau of Fuyang City in Anhui Province has
gathered statistics on its local situation. According to its research, there are
600,000 ‘landless rural migrant workers’ among the total of 2.28 million rural
migrant workers in Fuyang. The number of ‘landless’ workers is now increasing
at a rate of 100,000 per year. Based on the ratio of landed to landless as measured
in Fuzhou, China currently has around 30 million ‘landless rural migrant work-
ers’, nationwide.
In addition, land is being ‘requisitioned’ at low prices throughout China to the
extent that more than one million farmers are losing their land every year.’
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Our justification for not allowing rural migrant workers to become urban resi-
dents has always been that farmland is the social security of these people, and can
provide them with a job once they return. Where is the ‘security’ for a landless
rural migrant worker? These people would find it very hard to ‘return to the land’,
and are in fact facing a permanent future of living and working in cities.

Converting rural migrant workers into urban residents
has an impact on the whole issue of ‘modernizing’ and
‘building up’ the country

A general consensus formed after the onset of the global financial crisis to the
effect that China’s main source of domestic demand in the future would come
from cities and ‘urbanization’. Without turning rural migrant workers into urban
residents, however, cities cannot be a sustainable engine for ongoing economic
growth.

In the past decade, China’s urbanization rate has been increasing every year at
the high rate of 1.2 percentage points. Domestic demand, and particularly
consumer demand, has not increased at a comparable rate, however, and the
fundamental reason is that “urbanization’ in the country has not included turning
rural migrant workers into urban residents.

Everyone is talking about the various things that relate to urbanization, how
domestic demand is insufficient, how service industries are lagging behind,
unemployment is a huge problem, urban-rural income disparities are terrible, we
have unbalanced regional development, we are taking over too much farmland
for building purposes, and so on. Instead of saying that these things are all inti-
mately related to urbanization, however, in China it is more accurate to say that
they are intimately related to the issue of converting rural migrant workers into
urban residents.

This is not a small issue. It cannot be encapsulated by the phrase ‘three agri-
cultures’ [san-nong], or issues that derive from the three, namely agriculture,
farmers, and rural areas. Instead, it is a far larger subject that must incorporate the
question of the sustainability of China’s mode of economic growth in the future.
It must address the whole question of ‘building up’ and ‘modernizing’ China.

There are at least six advantages to converting rural migrant workers into urban
residents, as described below.

1 ‘Converting rural migrant workers into urban residents’
contributes to expansion of domestic demand, which facilitates
the transformation of China’s mode of economic growth

The ‘demand-pull’ economic function of increased consumption is an important
part of transitioning to a new mode of economic growth. There are only three
paths to expanding consumption. One is increasing the rate of employment, that
is, turning unemployed people into people with an income who are therefore will-
ing to increase consumption. The second is increasing the income of people who
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are employed, which involves adjusting the structure of employment distribution
and increasing the percentage of the national income that goes into personal
incomes. Once incomes are higher, consumption increases. The third is getting
people with employment and an income to spend more. There are many ways to
do this. They include improving the environment for consuming, increasing the
availability of services-type consumption, and reducing anxieties that may attend
spending more. This last involves improving governmental functions in provid-
ing public services, making consumers dare to spend more, enabling consumers
to switch funds from the perceived need for future services that they have to pay
for themselves to current spending on personal items.

In stimulating those people who are employed and have an income to spend
more, the greatest potential lies in turning rural migrant workers into urban
residents. In the past, our policies that were intended to increase consumption
have focused mainly on investment. During the Asian financial crisis of 1998,
the policy emphasis was placed on urban residents, and during the 2008 global
financial crisis, the policy emphasis was on rural residents. Both times, however,
policies aimed at stimulating demand overlooked the potential of a group with
massive consuming potential, namely rural migrant workers who are neither
‘urban’ nor ‘rural’.

Consumption demand depends on ‘people’ in order to be realized. Stimulating
consumption can be achieved by focusing on people who already have higher
intentions and ability to consume, or it can focus on expanding the numbers
contained in that group. Since urban consumption basically relates to ‘purchasing
consumption’, there is very little if any ‘self-supplied consumption’. When urban
and rural incomes are the same, therefore, urban ‘purchasing consumption’ will
exceed the consumption of rural residents. To a country that is in the midst of
economic development, expanding the size of the urban population is synony-
mous with expanding consumption.

In broad terms, it is not inaccurate to say that rural migrant workers consume
less because they earn less. A deeper analysis shows that this conclusion is
simplistic, however. Lower incomes are not the sole reason for less consumption.
The lower consumption of rural migrant workers is also determined by the
unique status of these people. They are subject to what can be called the ‘four
disassociations’:

1 The ‘household registration’ [hu-ji] of a rural migrant worker is disassoci-
ated from his place of employment. He is registered in a rural area, but works
in a city.

2 His actual place of residence is disassociated from the location of his ‘home’.
For most of the year, a rural migrant worker lives at the worksite, the place
where he is employed. He also generally possesses a ‘home’ in his home-
town. Workers who have ‘taken their families along’ with them to live in
cities generally have vacant homes in the countryside for most of the year,
except for the time they may be back to spend the spring-festival holiday
period.®
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3 Workers are separated from those they may be supporting. The majority of
rural migrant workers are labouring ‘solo’ on the ‘the outside’, while the chil-
dren or parents they are supporting have remained back in the countryside.

4  The place a person earns an income and the place he spends that income are
different. Workers very rarely spent their income where they have earned it,
in the city. Instead, the earnings are mainly spent back in the countryside,
where they are used for such things as weddings and funerals, building or
improving a residence, education and medical services, and for taking care
of parents as well as being saved to provide for their own old age.

If rural migrant workers are permitted to ‘settle down’ by taking up permanent
residence in the cities in which they are working, and if they are able to have the
guarantee of the same housing, education, medical treatment, social insurance,
and other public services as regular urban residents, they will gradually change
their mode of consumption. Their consumption patterns will begin to resemble
those of the existing urban population. They will either rent or purchase places in
which they live more permanently; they will fix up the rooms, purchase the neces-
sary household appliances, and, since they are now able to live together with
family members, they will buy items for daily use and spend money on family
recreation, entertainment, and tourism. Once they are no longer as apprehensive
about taking care of their own old age, about losing their jobs, paying medical
costs, paying fees for education, and so on, they will be more willing to spend
their limited income on improving the immediate quality of their lives.

In conclusion, if rural migrant workers and their families are permitted to
‘settle down’ as regular urban residents in cities, they will consume more and will
consume at levels more in line with their levels of income. Each person’s
consumption capacity may well be quite small and his personal contribution to
increased consumption may be tiny, but the number of rural migrant workers,
plus their families, is enormous. The potential for increased consumption overall
is not trivial.

2 ‘Converting rural migrant workers into urban residents’
contributes to accelerated development of service industries
which in turn relieves the pressures of unemployment

Any fundamental resolution of the problem of the ‘three agricultures’, namely
agriculture itself, farmers, and rural economies, must involve reducing the
number of farmers and creating more non-agricultural jobs. To create non-agri-
cultural positions, we must grow the country’s service industries, and to grow
service industries, we must promote the transformation of rural migrant workers
into legitimate urban residents.

The crux of the difficulties involved in the ‘three agricultures’ lies in China’s
scarcity of land and water resources and its excessive number of ‘farmers’. It is
very hard to change the natural environment with respect to land and water, but the
last consideration, an excessive number of farmers, is one that can be addressed.
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Resolving the ‘three agricultures’, therefore, requires both conserving land and
reducing the number of farmers. While decreasing the number of farmers requires
the creation of more job opportunities, it does not imply that all rural labor needs
to be shifted into industry. The experience of developing countries around the
world has shown that, in the initial period of industrialization, industry has been
the primary route to shifting a rural labor force into other occupations. Once indus-
trialization enters a middle stage, however, and urbanization develops, service
industries begin to supplant industry and become a major creator of employment
positions. They become the primary sector absorbing the rural labor force.

In the early stage of industrialization in America, between 1820 and 1890, the
ratio between a net increase in jobs in secondary industries and jobs in tertiary
industries was 1:1.65. Between 1890 to 1998, the ratio changed to 1:3.72.

In China, between 1952 and 2008, the ratio between a net increase in jobs in
secondary industries and jobs in tertiary industries was 1:1.21, even lower than it
had been during the initial period of industrialization in nineteenth-century
America.

Services industries are one important channel for expanding employment, but
the scale to which these industries can be developed is closely related to the
degree to which people are concentrated in certain areas. A key attribute of
service industries is that the great majority of them are both produced and
consumed in the same time and place. This is quite unlike industrial and agricul-
tural products, which can be made in one place and used in another. A second key
attribute of service industries is that they require a ‘threshold population’. Only
when populations reach certain levels can service industries be run like a business
and become profitable. Only then can markets be further segmented, allowing for
greater division of labor in society and a constant increase in services and
employment positions.

Currently in China, on the periphery of certain extra-large cities and large
cities, one finds a profusion of ‘villages within cities’ that are composed mainly
of rural migrant workers. There is no industry to speak of in these areas. The
reason people can live in them, and be employed, is that the density of the popu-
lation has reached a size that enables it to provide services for itself and to
provide employment positions for itself. A sufficient concentration of people is
the prerequisite for service industries. If one disregards this rule, and separates
out the process of industrialization from urbanization, and urbanization from
developing service industries, then naturally it will be quite hard for service
industries to grow.

The size of service industries is generally closely related to the degree to which
a population is urban. Some 67 per cent of the value-added amount of China’s
service industries is created by 236 urban areas that are administered at the
prefectural level and above. The value-added amount of service industries consti-
tutes 52 per cent of the GDP ratio of China’s mega-cities. The figure is 46 per
cent for the country’s ‘super-large cities’, 42 per cent for its ‘large cities’, 38 per
cent for its medium-sized cities, and 34 per cent for its small cities. The percent-
age of employment contributed by service industries in mega-cities is 52 per cent,
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in super-large cities 48 per cent, in large cities 44 per cent, and in medium and
small cities 45 per cent. In Liaoning province, 49 per cent of service industries
are created in the two cities of Shenyang and Dalian. In Jilin province, 55 per cent
of service industries are created in Changchun and Jilin City. In Zhejiang prov-
ince, 27 per cent of service industries are created by Hangzhou and Ningbo. In
Fujian province, 30 per cent of service industries are created by Fuzhou and
Xiamen. In Guangdong province, 48 per cent of service industries are created by
Guangzhou and Shenzhen. In Shanxi, Hainan, and Hubei provinces, between 40
per cent and 45 per cent of service industries are created by the capital cities of
those provinces.

3 ‘Converting rural migrant workers into urban residents’ is
Jfundamental in helping narrow the income disparities between
rural and urban areas

A three-pronged approach should be taken in narrowing the differential between
urban and rural incomes. First, [we should] promote a shift of rural populations
into cities that have greater job opportunities and higher income potential. That
is equivalent to lowering the denominator. Second, [we should] do everything
possible to modernize agriculture, which is equivalent to increasing the numera-
tor. Third, [we should] set up sustainable mechanisms that actually achieve the
stated policy intent of ‘having urban areas pay back the investment put into them
by rural areas, and having cities contribute to the support of the countryside’.

In recent years, attention has been focused on the second and third of these
three measures, but policies addressing the first measure have been incomplete.
That is, they have allowed the movement of farmers into cities to find jobs, but
they have not allowed those farmers to ‘settle down’ there and become permanent
urban residents.

The corresponding metrics for measuring urban populations have similarly
been incomplete. When measuring ‘urbanization’, rural migrant workers have
been included in the statistics as urban residents; when measuring income, they
have been included in the statistics as rural residents and their income has been
noted as that of ‘farmers’. This erroneous statistical approach has led to the false
impression of an ongoing and increasingly large disparity between rural and
urban incomes. The practice is creating very considerable political pressures.

The gap between urban and rural incomes is too great [guo-da]. This is a fact.
But is it similarly a fact that the gap between the incomes of ‘urban residents’ and
‘rural residents’ is increasing [kuo-da]? ‘Too great’ and ‘increasing’ are two sepa-
rate issues. A deeper analysis of income disparities shows that if rural migrant
workers and their families were permitted to ‘settle down’ officially in cities and
take up permanent residence, it would resolve the issue of ‘increasing’ disparities
even if it did not resolve the issue of ‘overly great’ disparities. The greater the
population that is shifted into cities, the greater the rate at which disparities are
reduced. If one assumes that right now there are a total of 300 million rural migrant
workers and their family members, and makes the assumption that all 300 million
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settle down in cities, then the income of these people becomes counted as that of
the urban as opposed to the rural population. One then finds that the metric as
currently measured of 3.33 (with urban incomes being 3.33 times higher than rural
incomes), goes down to 2.42.7

4 ‘Converting rural migrant workers into urban residents’
contributes to more intensive use of land

Due to excessive loss of arable land, China is facing a massive challenge in guar-
anteeing its national food security as well as maintaining its capacity for sustained
economic growth. Who exactly is ‘occupying’ the arable land? Much of the
blame can be put on urbanization, the building of basic infrastructure, and the
construction of all kinds of ‘development zones’. At the same time, the amount
of arable land being taken over by rural construction is considerable.

Between 1996 and 2007, the amount of arable land used for building cities was
6787 square kilometers. The amount used for building ‘administered towns’ was
6056 kilometers, while the amount used for building ‘residential districts in rural
areas’ took up 1783 square kilometers. The latter two rural uses of land exceeded
the amount used for city construction. Moreover, a large percentage of the arable
land that has gone into construction has been used for housing, and the amount
used for housing in rural areas has greatly exceeded the amount used for housing
in urban areas.

More than a dozen times as much land is currently being used per capita to
build housing units in rural areas than it is in urban areas. The reason is that rural
migrant workers, unable to settle down permanently in cities and therefore unable
to purchase or rent housing, are choosing to build in the countryside. If each of
145 million rural migrant workers built a home for himself in the countryside that
occupied 180 square meters of land, it would require a total of 35 million mu of
land nationwide. More significantly, if this generation builds, the next may well
want to do the same. If one supposes that in fact 300 million rural migrant work-
ers return home to build housing on that scale, the amount of land required may
approach 100 million mu.

We doubt that such a situation will come to pass, for, if it did, it would be
calamitous for China’s long-term development as a nation.

When rural migrant workers are unable to become urban residents, the result
is that they and their family members ‘take up double space’ in both urban and
rural areas. China’s land resources are insufficient to an extreme degree when it
comes to satisfying the needs of economic development and urbanization. Both
of these occupy land, but in addition, agricultural production requires that the
country preserve at a very minimum 1.8 billion mu of arable land.

In addition, in order to satisfy the need for ‘ecological goods’, such as water
and air, and to address such problems as water scarcity, climate warming, and
resource and environmental issues, we absolutely must secure the conservation
of an adequate amount of land for ‘green ecology’, and expand that amount if
possible. There is only one possible solution among three difficult choices: we
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must adjust the spatial usage of land, we must use every inch in the most intensive
ways possible in order to satisfy all the various demands on it.

Permitting rural migrant workers to settle down in cities is one way to conserve
land, the reason being that land is used in a far more intensive manner in cities
than it is used in the countryside and the amount occupied for housing is less.
‘Urbanizing’ migrant rural labor is a way to use a spatial reconfiguration of
‘people’ in order to adjust the structural use of land.

Wages of rural migrant workers are currently being adjusted and these people
are seeing relatively large increases in pay. As a result, their purchasing power is
entering into a critical period. If workers use their income as they have in the past,
to build homes in the countryside, a calamitous situation as described above will
be the swift result. There is no doubt about this. If, however, rural migrant work-
ers become urban residents as a result of rational policy guidance, and they put
this new income into consumption in urban areas, housing as well as other things,
not only will this effectively conserve land, but it will increase domestic demand
and therefore ‘pull’ forward economic growth.

5 ‘Converting rural migrant workers into urban residents’
contributes to ongoing increases in the income of farmers,
and to the development of modern agriculture in China

It is a mistake to think that all one needs to do to turn rural migrant workers into
urban citizens is focus in a limited way on ‘farming’ and ‘rural affairs’. The core
issue of the ‘three agricultures’ is people. It is indeed farmers, their income, and
the sustained growth of their income, but merely relying on ‘agriculture’ and
‘rural issues’ will not be sufficient to address the problems on ongoing increases
in farmers’ income. Moreover, the elasticity of demand for agricultural products,
as well as income from agricultural products, is limited. There is very little
margin for increasing income just by increasing prices. As a result, one cannot
rely solely on increasing yields of farm products, and raising their prices, in order
to bring the current income levels of farmers up to the levels of people in cities.
Capitalizing rural land [turning it into an asset], can serve to increase the income
of farmers, but at the same time this will vastly increase the costs of China’s
industrialization and its urbanization, as well as the building of its basic infra-
structure. Moreover, capitalizing land can only resolve the income problems of a
small number of farmers who live on the outskirts of cities.

We will not be able to increase rural incomes by focusing on improving the
economies of rural areas alone. That is, we cannot grow county-level economies
merely by developing town and village enterprises and creating small-town busi-
nesses. We have been hoping all along to solve problems of employment and
improved incomes by doing these things, but after pursuing this approach for
30 years, we should recognize that some areas have indeed been successful but
many others have not. Those that did well were those that were endowed with
considerable resources or particular resources. The great majority of the top
100 counties in the country are either located in the mega-city areas or their
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neighboring regions, such as the Pearl River delta, the Yangtze River delta, and
the Beijing—Tianjin area, or they have unique resources.

Nationwide, most other places do not enjoy these benefits. For those counties
and towns that do not, not only will our exhorting them to do better not be
productive, along with any preferential policies we extend, but will be counter-
productive. It will in fact extract a heavy price. If we continue along this course,
just the one consideration of the amount of land being occupied will become
unbearable.

There are 2859 county-level ‘administrative units’ in China, nationwide. If
each one of these sets up an ‘industrial development region’ of 5 square kilom-
eters, the amount of land needed nationwide comes to 14,300 square kilometers.
There are 34,369 towns and townships in the country. If each sets up an industrial
district of 2 square kilometers, the amount of land used nationwide will be
68,500 square kilometers. Due to such land use, many regions will be unable to
rely on agricultural production within their own localities to resolve the problem
of ongoing increase in rural incomes.

The amount of arable land per capita in China comes to 1.37 mu [around one-
fifth of an acre.] It is imperative that we use this precious resource in a highly
efficient way. That is the minimum requirement for developing a modern form of
agriculture, improving agricultural production, and increasing farmers’ incomes.
Similarly, in order to use land efficiently, at the very least we must have a labor
force that is educated and manages this precious resource properly. At present,
however, given our situation of ‘quasi-urbanization’, we have a farming popula-
tion that is aging by the day. At the same time, given the uncertainties attending
their inability to ‘settle down’ in cities, rural migrant workers are unwilling to
let go of their contracted land, which prevents it from being consolidated and
used efficiently.

Land currently cannot be farmed in quantities that allow for economies of
scale, which makes it hard to realize any kind of modernized agriculture through
mechanization and large-scale land use. This in turn forces the younger members
of a farming community to leave the land in order to make a living. The aging of
the farming population is further exacerbated, leading to a vicious cycle that is
detrimental to improving incomes and modernizing agriculture.

6 ‘Converting rural migrant workers into urban residents’
contributes to protecting the rights and interests of all China’s
people, and to furthering social harmony

Rural migrant workers have been marginalized for a long time now. They live on
the fringes of cities. They are not accepted into communities and indeed are the
object of discrimination, actual harmful behavior, and also neglect. The fact that
they cannot assimilate into urban society and are deprived of their due rights has
led to a host of social problems.

We have become aware of the fact that capital accumulation during the period
of the planned economy in China was enabled by what we call the ‘scissor-price
differential” between industrial and agricultural products. Despite this recognition
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[of how farmers’ labor was used to subsidize the industrializing of the country], we
have failed to recognize the way in which ‘quasi-urbanization’ after the start of
‘reform and opening up’ similarly enabled a second wave of capital accumulation.

We have looked upon the supply of cheap and able-bodied labor from the
countryside as being ‘endless’. This labor supply accomplished the feat of turning
China into a major exporter and a major global economy. Once the first-genera-
tion rural migrant worker population aged, however, and was unable to ‘settle
down’ in the very cities in which it had paid for economic growth with blood,
sweat, and tears, the aged and infirm among the generation has had no alternative
but to return to their former towns and villages. As hundreds of millions of such
rural migrant workers, now without any ‘labor value’, begin to return to the coun-
tryside, problems associated with their lack of any social security are going to be
exacerbating social problems.

Most able-bodied youth of the next-generation labor force have by now
migrated out of rural areas, leaving behind a population that is either old or very
young. This has created a situation in which a large number of children are
responsible for looking after the elderly, while elderly people are now responsible
for the education and care of the children. As a result, many children are not in
fact being educated or cared for and there is a certain vacuum when it comes to
a proper upbringing. Many children have not seen their parents in years.
Psychologically, they are growing up as orphans. Their personalities are solitary
and they are estranged from their own relatives, to the extent that this too may
result in social problems once they become adults.

A group of students from Wuhan University conducted a survey of the children
of rural migrant workers. The survey indicated that 72 per cent of children chose
not to go further with a high-school education upon graduating from middle
school. Instead, 18 per cent chose to enter vo-tech schools to learn a skill, and 10
per cent elected to go directly into menial jobs. It is perhaps fine that children of
rural migrant workers make their own decisions about their futures, but the fact
that their educational level is grossly beneath that of urban children will not only
lead to increasing disparities of income but it will be detrimental to the long-term
development of these children. Apart from simply turning into ‘rural migrant
workers’ themselves, these children should have other options.

The right to vote and the right to be elected to office are linked to one’s place of
‘household residence’. As a result, rural migrant workers who live elsewhere are
unable to enjoy that right in their hometowns, nor are they allowed to participate
in democratic elections in cities. They cannot participate in democratic decision-
making, or management, or supervisory oversight. Their democratic rights are in
fact in a state of suspension. They have all the conditions necessary to participate
in urban elections except the fact that their electoral districts are defined as being
back in the countryside. With no guarantee of their most basic rights and interests,
they are unable to become ‘urban citizens’ in the full sense of the term.

Due to the way public policy is determined in municipalities, rural migrant
workers are also unable to appeal effectively for their rights and interests. In their
de facto places of residence, they are unable to participate in community self-
governance. As a result, they have no sense of being ‘members of the community’
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in those areas. Effective safeguards do not exist that ensure that these people are
allowed to participate in community and municipal events, or the process of
building their surrounding areas, or the process of managing their lives.

If we are to set up what we call a ‘harmonious society’, we must adhere to the
principles of equity and justice. We must ensure that all members of the entire
society possess equal rights and interests. Such rights and interests must include
those of rural migrant workers, as well as members of their families. They should
include the right to participate in the economic, political, cultural, social, and
environmental improvement of the places in which they are working as laborers.
Rural migrant workers too should enjoy the fruits of what we call the ‘five great
constructions’, [or ways of ‘building up’ the country]. The ‘harmonious society’
that we are aiming for very clearly is not one in which several hundred million of
our population fail to enjoy the rights of citizenship.

Orientation of policies that can turn rural migrant workers
into proper urban residents

Converting a monumental number of people into urban residents is not only close
to unique in the world’s entire process of ‘urbanization’, and also a monumental
challenge for China’s ongoing socioeconomic development, but it is also a rare
opportunity. The time is ripe right now for beginning the process. The ‘carrying
capacity’ of cities is gradually improving. We should initiate action at the start of
the 12th Five-Year Plan period in gradually resolving the issues of converting
rural migrant workers and their family members into urban residents.

In the process, we should pay particular attention to the problems, demands, and
new issues related to next-generation rural migrant workers. In this whole
endeavor, the Central government must make its policies and terms of ‘guidance’
very explicit. While continuing to encourage each place to change its systems
creatively and according to local realities, policy measures and objectives must
now be made clear at the national level. Mere reliance on local initiatives and
piecemeal, uncoordinated, efforts will lead not only to lack of clarity about this
overall reform effort, but also to disparate policy approaches and a waste of
resources. This will only create greater obstacles to reform in the future. Only by
setting forth explicit objectives and laying out measures that are truly effective will
we be able to accomplish our goals with the limited resources we have in hand.
Only then will we be able to realize an orderly process of creating “urban residents’
and achieving full as opposed to quasi-urbanization. Only then will we realize the
grand objective of creating a moderately prosperous society for all citizens.

1 Adopt principles that are voluntary, orderly, organized into specific
categories, and yet coordinated by an overall plan

‘Voluntary’ means ensuring full respect for the wishes of rural migrant workers
and their family members. Determination of a person’s ‘settlement locale’ must
be open and transparent and the rights and also obligations of rural migrant
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workers must be clarified on that basis. Those who are qualified to become urban
residents and do so on a voluntary basis should be given urban-residency status.
When rural migrant workers wish to remain ‘part farmers and part workers’, they
should not be forced into becoming urban residents. It may be that the willingness
of rural migrant workers to become urban residents will differ as their various
conditions dictate.

For example, according to laws current in effect, if a rural migrant worker
settles in a city that is administered at the prefectural level or above, he must
surrender his contracted farmland. For people with uncertain employment pros-
pects in cities, this may be an influencing factor. In addition, the willingness of
people to become urban residents may be affected by whether or not they are
incorporated into existing low-rent housing and the whole public-housing secu-
rity system. In general, policies that are extremely transparent and explicit should
be set up in order to clarify all conditions of ‘settlement’ [i.e., declaring one’s
place of residency], so that workers themselves can make rational decisions.

‘Orderly’ means gradually relaxing the conditions whereby rural migrant
workers can declare an urban residency, and accepting a specific increase in
urbanized rural migrant workers every year according to specific municipal
conditions. Such conditions include the comprehensive carrying capacity of a city
and its level of socioeconomic development.

It has taken a long time to arrive at our current figure of hundreds of millions
of rural migrant workers. Resolving the issue of converting these people into
urban residents will take a comparable period of time. We cannot deal with it in
an overly rash way. We cannot, for example, simply abolish the ‘hu-ji’ system,
allow 145 million rural migrant workers and their families to change their status
overnight and ‘settle down’ wherever they are currently working.

Creating ‘categories’ means adopting policies that are tailored to specific situ-
ations in terms of the types of rural migrant workers, the regions in which they
are living, and the actual situations of the municipalities in which they are
located. It means formulating different categories of ‘entry conditions’ for differ-
ent situations. It also means providing each region and each municipality with
adequate autonomy in formulating policy, allowing it to craft entry provisions
depending on its situation. Rural migrant workers may be divided into categories
depending on their original place of residence, on their employment qualifica-
tions, on their occupations, and so on.

At an operational level, issues of rural migrant workers who hail from the
immediate vicinity of a given city should be addressed first. In additional, priority
should be given to those rural migrant workers and their families who have been
in a city for many years, as well as those who have held licenses to operate busi-
nesses in cities for many years. Priority should be given to those who have stable
long-term jobs and who have already signed long-term employment contracts. In
terms of industrial sectors in which rural migrant workers are employed, priority
should be given to those rural migrant workers who are in service industries and
manufacturing. For example, workers involved in the construction industry have
a high degree of mobility. Once the peak of building in any given area is finished,
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they may migrate to regions that have a larger market for construction workers,
so it is acceptable not to give priority to converting this group of people into
urban residents.

In addition to the above considerations, the carrying capacity of different regions
and types of cities may be quite different. It is therefore not desirable to adopt a
blanket nationwide approach to the conditions that should enable “urban residency
status’. The formulation of criteria should be at the municipal level or the local
level. Each region and city should formulate different ‘residency’ conditions, with
higher or lower barriers to entry as appropriate, depending on their specific circum-
stances. In the mega-cities of Beijing and Shanghai, for example, the carrying
capacity is already severely overtaxed. Policies in these cities may be allowed to
set relatively high standards for urban residency status. In places like Shenzhen and
Dongguan, there are already huge numbers of rural migrant workers, and absorb-
ing them all into urban systems would be quite difficult. These areas should also
be allowed to set fairly high conditions on urban status.

‘Coordination through an overall plan’ means that overall consideration should
be given to ‘urbanizing’ three main types of people: rural migrant workers, other
transient populations who have come into cities, and the population of people living
in what are called ‘villages within cities’. It means approaching the reform of
systems that handle these people in a comprehensive way, including fiscal policies,
education, healthcare and medical services, and social security. It means evaluating
issues from both an immediate perspective, but also from the need to set up long-
term mechanisms that address both quantitative and qualitative issues.

The main substance of ‘urbanization’ has to do with converting rural migrant
workers into urban residents, in terms of the ‘human’ element of urbanization.
There are two other categories of people who should be taken into consideration
when formulating policy, however. One is made up of college graduates who are
concentrated in mega-cities and are already employed yet have not signed long-
term employment contracts. Because of this, they have not been allowed to ‘settle
down’ in their place of employment. This population segment includes a more
transient population that has come into mega-cities from small- and medium-
sized cities and county seats.

The second category of people who should also be taken into consideration
includes farmers who have been dispossessed of their land as a result of the expan-
sion of cities. Not only has their contracted land been requisitioned, but often their
housing has been taken as well. In terms of their ‘household registration status’,
however, they remain rural residents. Any governance applied to them is still that of
the ‘village’ or the rural area. Problems involving these two additional demographic
sectors should also be addressed through overall, comprehensive, policies.

2 Formulate a ‘comprehensive plan’ for converting rural migrant
workers into rural residents

In light of the fact that converting rural migrant workers into urban residents
involves so many different aspects, we recommend that a government body at the
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national level be asked to create an overall plan for furthering the process of
urbanizing rural migrant workers. Such a plan should be approved by the State
Council before being implemented, and it should be re-evaluated and revised on
a regular basis. This ‘plan’ should incorporate policy but also be implementable
and operational. It should result in actual resolution of problems. At the very
least, it should encompass the following points.

1

Its principles should be explicit with respect to how to resolve issues of
different regions, different cities, and different groups of people. For exam-
ple, with respect to the classification of different sizes of cities, conditions
for becoming an urban resident should be more stringent the larger the city,
the greater the costs involved, and the more difficult the process. It should be
possible to set up minimum entry requirements according to different regions
and different types of cities and then let governments in each area formulate
more specific regulations.

Any comprehensive plan must have feasible objectives. In looking at the
correlation between international urbanization rates and GDP levels, when
GDP per capita reaches around US$ 4000, the ‘rate of urbanization’ is
generally at around 50 per cent. When GDP per capita reaches US$ 13,000,
the average rate of urbanization, globally, approaches 65 per cent. In 2009,
China’s per capital GDP was around US$ 3800 and its rate of urbanization
was 46.6 per cent. This was lower than the rate of economies at a similar
level of development.

If China’s per capita GDP grows at an average rate of around 6 per cent
over the next 20 years, by 2030 it will reach around US$ 13,000. If we can
gradually eliminate systemic obstacles to urbanization, as well as other types
of obstacles, in line with the normal trend of market-economy growth, we
estimate that China’s rate of urbanization should indeed be able to reach a
level of 65 per cent at that time. In this process, we should be increasing the
urbanization rate at one percentage point per year in the decade between
2010 and 2020, and at 0.8 of a percentage point between 2020 and 2030.

The process of urbanizing rural migrant workers must be gradual and
progressive. Starting right now, for the next 10 years we should first be
focusing on people who have stable employment, who pay taxes, and who
enjoy social security and a fixed residence. We should be turning this type of
rural migrant workers and their families into ‘urban residents’. At the same
time, we should be lowering the barriers to entry for others, resolving issues
for other workers and their families who are willing to remain in cities with
their families and become permanent residents.

By 2020, we should first have resolved the issue of transforming the
‘status’ of around 200 million people. Between 2020 and 2030, we should
address the issue of transforming the status of another 200 million people.

From now onward, we therefore will have to resolve the ‘household resi-
dency status’ of approximately 20 million people every year, which means
resolving all the social benefits that go along with official urban residency.



62

China’s new urbanization strategy

Converting rural migrant workers into urban residents is going to require
a massive investment in terms of funding. The report of the project team
assigned to this specific subject indicates that we are currently spending an
average of RMB 100,000 per worker on this process. In order to transform
200 million rural migrant workers into urban residents, China will therefore
be investing something on the order of RMB two trillion. This spending will
have to be distributed over two different levels of government, the Central
government and local governments [which means both provinces and certain
large cities], and also the market at large.

The Central government can cover the cost of RMB 500 billion by
making transfer payments. These will be used primarily in support of educa-
tion, medical services, and social security for rural migrant workers. Local
governments will match that amount with RMB 500 billion from fiscal
spending budgets, which will mainly be used on supporting the cost of build-
ing low-rent housing. The remaining sum of RMB one trillion should come
through market sources, and will be used on such things as building basic
infrastructure, a portion of housing, and on expenses for land. Since the cost
of funding the urbanization of rural migrant workers can be considered a
one-time expense, funding methods may include the issuing of bonds.

We estimate that the current problem of the ‘quasi-urbanization’ of rural

migrant workers should be resolved, at least basically, by the year 2030.
In addition to this overarching objective, however, we must have targeted
objectives for each year and each region. These will include target figures
for urbanizing a specific number of rural migrant workers and their families
every year, nationwide, but also by region and city. Each region will have
targets for resolving a specific number under its jurisdiction, including how
many should be accomplished in every different type of municipality.
The comprehensive plan must have effective measures. It should be explicit
about the basic principles and overall orientation of this reform, which is to
change the dualistic structure of the urban and rural systems. Key aspects
include creating systems to deal with household registration in the future,
public services, social security, how contracted land of rural migrant workers
can either be passed on to the next generation or transferred to others once
people become urban residents, and how the land that rural housing sits on
can be transferred [through a market]. They include setting up systems of
public finance, and various reforms to deal with immediate issues as work-
ers ‘urbanize’. They include resolution of housing issues, where and how
to source land and financing for housing, how to raise the large amounts of
funding that will be needed for the social services required by the absorption
of rural migrant workers into cities.

Given the extreme complexity of this whole process, we should set up
pilot programs first and then expand upon them later. The national-level
plan should specify where the initial pilot sites are to be located, as well as
the principles to be followed, time allowed for the process, and deadline for
expanding the program into other areas.
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The plan should include measures that focus on the targeted group of next-
generation rural migrant workers. The improvement of all systems, structures,
mechanisms and so on should take the entire body of rural migrant workers
into account, but the unique problems of next-generation workers should
also be given close consideration. Aspects of particular concern to the next
generation include job training, housing, social security, and public services.
Specific measures should be targeted therefore at the standards that apply
to acceptable thresholds for skills training, ‘human capital’ qualifications,

social security premiums, and ‘stable residence’ qualifications.

Box 2.4 Various exploratory efforts in converting rural
migrant workers into urban residents

Chongqing seeks to turn ten million farmers into urban
residents by the year 2020

In July 2010, the Chongqing municipal government adopted an Opinion on
Overall Reform of the Household Registration System that Deals with
Urban and Rural Households, as well as a set of accompanying regula-
tions. The aim was to turn the percentage of people within the city who
actually possessed an ‘urban residential permit’ from the current 28 per
cent to 60 per cent or 70 per cent by the year 2020.

This signified that some ten million ‘rural people’ were to be transformed
into ‘urban people’ by that time. The key aspect of this reform involved
setting up an experimental system that allowed for ‘flexible withdrawal
mechanisms’ that ensured the legitimate rights and benefits of rural migrant
workers, over a reasonable transition period, as they disengaged themselves
from their contracted farmland and forest land and the land under their
former housing. The initial group of 3.1 million rural people in the ‘registra-
tion transfer plan’ includes three components: local rural migrant workers,
local middle school and vo-tech school students with a rural household
registration, and 400,000 former farmers now being turned into non-farm-
ers. The plan is to realize the transformation of all three groups into ‘urban
residents’ before the year 2012. The ultimate goal is to have all ten million
rural residents newly registered with urban residential permits.

The city of Nanjing in Jiangsu province intends to decrease its
‘rural population’ by one hundred million people in the next five
years, under a comprehensive rural-urban development plan

In July 2010, the city of Nanjing in Jiangsu province issued an Action Plan
for Comprehensive Integration of Urban and Rural Development and
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Accelerated Regional Planning. This action plan specifically calls for
‘three transformations’ through the process of ‘replacing three systems’,
namely, replacing the operating rights to contracted land with ‘urban
community security’; replacing the dispersed housing in the countryside
with property rights to housing in the city, which would replace the previ-
ous property rights held as ‘collective assets’ with share rights in share-
holding cooperatives; and replacing an agrarian mode of production, rural
lifestyle, and rural registration ‘status’ with a rural lifestyle and status. The
aim is to change the official status of around one million within six to eight
years and thereby reduce the current 2.05 million ‘rural people’ in the city
by 1 million.

Guangdong province plans to transfer 2.2 million people
from rural to urban areas over the next 11 years

In early 2010, the Guangdong provincial government issued an Outline for
a Comprehensive Plan to Provide Equal Basic Public Services to the
Population (2009-2020). This called for a strategy that actually moves
populations of people to where public services are more available. The plan
provides incentives for rural populations to move into cities, that is, from
areas that are lesser developed in the Pearl River delta area towards those
that are better equipped to bear the fiscal burden of providing services. The
aim is to reduce the disparity in supply of basic public services between
urban and rural areas, as well as that among various regions. In light of the
complexities of shifting populations in this manner, and in consideration of
the specific circumstances in Guangdong province, the plan envisages
moving people only who currently have a Guangdong residential permit.
By assimilating a mobile population into the urban development plans of
the province, the plan aims to carry out two activities simultaneously,
namely gradually liberalizing the ‘household status’ of people while also,
in vigorous and realistic manner, providing them with basic public services.
An estimated 200,000 people are to be moved every year from 2009, so that
the total should come to 2.4 million by the year 2020. The goal is to keep
disparities in the supply of public services in the region to within a band of
some 20 per cent.

Generally, the plans described above focus on people who currently have
residency permits that are local, that is, not from another city or another
province. The plans are aimed at resolving local issues in converting rural
populations into urban populations. The ‘barriers to entry’ are still
extremely high when it comes to turning a more transient population into
legitimate urban residents. Systems that relate to that transient population
are as yet not being addressed, including land, housing, social security, and
education.
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zhong_xin/2010-07/09/content_20297702.htm.

Guangdong (0000) plans to transfer 2.2 million people from rural to urban areas
in 11 years, SINA News: http://news.sina.com.cn/o/2010-01-04/092716875367s.
shtml.

3 Adopt less stringent requirements for ‘settling down with an urban
residency status’, in the process of turning rural migrant workers
into urban residents

There are two different ways of thinking about how to turn rural migrant workers
into rural residents — or one could say two different approaches. The first is to
focus initially on pushing for greater equality in supply of public services. Once
services are improved, policies can then begin to liberalize the process of unify-
ing the two different types of residency status. The second is to maintain both
systems as they currently exist, that is, the way public services are supplied and
the household-registration system, but gradually broaden the definition of who
can be an urban resident. The second therefore involves adopting less stringent
requirements on urban residence.

The reasoning behind the first way of thinking is that a ‘household registration’
sets up an enormous dam-like barrier between people who have a rural status and
those who enjoy an urban status, even though the registration itself is simply a
piece of paper. The main obstacle in the way of turning rural migrant workers into
urban residents lies in the many public-welfare systems, rights, and benefits that are
associated with the piece of paper. As a result, this view believes that more effort
should initially be put on equalizing the provision of public services. Rights and
benefits should gradually be disengaged from the determining factor of a ‘house-
hold registration’. Once human welfare systems are reformed, that is, once water
on both sides of the dam is basically on an equal level, one can release restrictions
on urban residency permits and the water will find its own channels.

Due to considerations of actual implementation and feasibility, this Report
adopts the second line of approach. It favors a stair-stepped release of water, as it
were, prior to full opening of the sluice gates. It recommends retaining the house-
hold-registration system, controlling the numbers of people [who are granted
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urban registration], loosening restrictions gradually and moving forward in a
progressive fashion.

‘Retaining the household registration system’ means that, for this immediate
stage, we should retain a system that provides for two different forms of urban
and rural registration status. ‘Controlling the numbers’ means setting specific
quotas per year in each different locality, depending on that locality’s ‘carrying
capacity’. The number of rural migrant workers who are turned into urban resi-
dents should be kept within the ability of each locality’s fiscal budget to pay for
housing, public services, and basic infrastructure. ‘Loosening restrictions’ means
relaxing the conditions by which rural migrant workers can be defined as urban
residents, as according to the actual situation in each place. It does not mean, as
has been the practice in some areas, ‘enabling select candidates to have preferen-
tial treatment’ at the provincial-government level. At the same time, equal-status
public services must be provided to those rural migrant workers who are indeed
qualified to become urban residents.

For example, with respect to the requirement to have a ‘stable income’, differ-
ent localities can adopt different standards, so long as the rural migrant worker
who is being enabled to ‘settle down’ as an urban resident has a certain source of
income and an ongoing way to make a living in the city. With respect to the
requirement about a ‘fixed place of residence’: it can be defined in different ways,
including the purchase of housing that is ‘owned as an asset’, or living in govern-
ment-supplied low-rent housing, or provided by the place of employment, or
living in a rented place with a contract of more than one year, and so on. With
respect to the requirement about ‘stable employment’, it can be defined as having
an employment contract that has at least a one-year term, or it can mean obtaining
a license to do business as an individual operator. ‘Moving forward in a progres-
sive fashion’ means a succession of steps in accord with local conditions. In the
first year, for example, a temporary residency permit can be extended; in the third
year, a ‘blue-card’ residency permit, in the fifth year, an official urban residency
permit. This enables the rural migrant worker to see that his hopes for residency
are moving forward, while it also takes into consideration the carrying capacity
of the municipality. It allows the process to be graduated and controlled within
the capacity of municipal systems, so that they are not overstressed.

As described above, the four considerations in adopting a system that ‘main-
tains the household registration system’ should be acceptable to municipal
governments. Right now, a number of cities and several provinces have adopted
measures that enable a transient or “‘mobile population’ to gain residency permits
if they meet certain conditions. Such cities include Shanghai, Beijing, Nanjing,
Zhongshan, Changzhou, Wuxi, and Kunming, and the provinces include
Guangdong and Jiangsu. Generally speaking, these measures are aimed at attract-
ing highly qualified human resources, however. They are not really targeted at
rural migrant workers. The barriers to entry to rural migrant workers remain
insurmountable in such cases.

The basic instincts in these places are correct, and if the conditions are loos-
ened to an appropriate degree, the methods can serve rural migrant workers
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as well. For example, the requirements for a certain level of education could be
lowered given that most rural migrant workers are either middle-school or high-
school graduates. Initially, the threshold could be set at having a high-school
degree. The requirements for stable employment could be determined by the
duration of a labor contract. As for those rural migrant workers who are engaged
in their own individual businesses, localities should not require overly strict
requirements. For example, requiring that a person have attained at least an
‘intermediate technician’ qualification should be regarded as excessively
restrictive.

Such things as ‘position’, ‘reputation’, ‘non-profit contributions’, and so on
should not be regarded as criteria for obtaining a residency permit. Nor should
the size of a city be taken as the determining factor in allowing or not allowing a
certain number of people to become urban residents. Not only do small- and
medium-sized cities have to relax their residency requirements, but large cities
and mega-cities must do so as well. In the central and western parts of the coun-
try, small- and medium-sized cities as well as smaller towns may be able to
release restrictions quite quickly and provide all urban services to all residents. In
theory, small- and medium-sized cities in the east should be able to loosen resi-
dency restrictions completely.

Large cities in the east, as well as mega-cities, will have to rely on their own
specific conditions and overall carrying capacity in gradually relaxing restric-
tions. Those cities that are already over-populated may set slightly higher condi-
tions on entry. Nevertheless, the whole issue of ‘over-population’ fundamentally
relates to jobs and economic development and must be addressed from the stand-
point of those issues. Industrial structure has to be adjusted, urban functions have
to be modified; problems cannot be resolved simply by limiting populations.

As for those rural migrant workers who do not wish to ‘settle down’ where
they are employed but would rather move back and forth between urban and rural
settings, this is fine but municipalities must ensure that their rights and interests
are protected. Labor should be fairly compensated, children should receive an
education, and rights to social security, medical services and housing should be
ensured.

When it comes to resolving the issue of providing public services on an equal
basis, an approach that calls for ‘first equalizing services and then later liberal-
izing household-registration terms for rural migrant workers on a nationwide
basis’ is not, in fact, feasible. The reason is that such an approach is both difficult
to implement and lacks any binding constraints on [local] governments. Turning
rural migrant workers into urban residents only after the benefits of an urban
status are disengaged from that status is therefore not going to work.

Public services that go along with an urban residential status are quite different
not only between urban and rural areas but among various parts of the country.
Resolving those differences is not merely a matter of household registration but
also a matter of levels of economic development and the readjustment of major
interests. It is going to take a very long time. The process will not be accom-
plished within a few years.®
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Box 2.5 Regulations in certain cities with respect to ‘residency
permits’ and the ‘settling down’ of a transient
population

The system relating to a ‘permit to live in a place’ is one of the key parts
of the overall ‘household residency status’ system. Given that the economic
circumstances of places are quite different, there is a diversity of approaches
in this regard.

Shanghai

In February 2009, the Shanghai municipal government issued a document
Provisional Regulations with Respect to Extending Permanent Residency
Status to Those People Who Currently Hold a ‘Shanghai Municipal
Residency Permit’. This provided that those people meeting the following
conditions could apply for permanent residency status in Shanghai:

1 They had held a Shanghai Municipal Residency Permit for a minimum
of seven full years.

2 They had participated in the city’s social security system for a mini-
mum of seven full years, during all of which period the Residency
Permit was valid.

3 They have paid income tax in the city during the full period in which
the Residency Permit was valid.

4 They have been hired as or are recognized to be qualified at the level
of ‘intermediate professional’ or higher, or have professional quali-
fications that are ranked at the level of ‘technician’ or higher (with a
certificate of at least National Level Two). This includes confirma-
tion that their employment has actually corresponded to their level of
expertise.

5  They have had no record of misconduct. Such misconduct can include
breaking national and municipal regulations to do with birth control; it
can include any kind of criminal record that is at or above the level of
being punished by the public-security management bureau.

With respect to the number of people being granted residency permits
every year, Shanghai makes a year-end adjustment in the total number of
permit holders that it will allow to apply for permanent household registra-
tion. Qualified permit holders must line up to be handled in proper
sequence. Once the specified number of people to be handled that year has
been reached, those who have not been considered will be put at the front
of the line in the next year’s consideration.
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Jiaxing city, Zhejiang province

Jiaxing issues three different kinds of residency permits that come in two
major categories. Each has different requirements, but the requirements
for ‘transient residency permits’ are basically the same as the requirements
for ‘temporary residency permits’. Anyone who is a full 16 years old and
has lived in a temporary place for more than 30 days must apply for such
a permit.

The requirements for a ‘general residency permit for a regular individ-
ual’ are as follows: the person must be a ‘new resident’ who has held a
valid ‘temporary residency permit’ for at least one year. The person must
have a legal and fixed place of residence. He must have a legal and stable
source of income. He must not have any record of misconduct, which
includes disturbing public order.

The requirements for a ‘residency permit for a person who is a profes-
sional’ are as follows: he must be a ‘new resident to Jiaxing’, have an
education that is at the level of a polytechnic degree, or high-school degree,
or above, and he must be adept at a skill and/or have managerial experience.
The review and approval procedure for this kind of residency is highly
complex. It uses a point system, and only those with a full 150 points are
qualified to apply.

Each of the three different types of residency permit has its own set of
attendant benefits. For example, if the child of a person holding a ‘transient
residency permit’ is seven years old or less, he or she is entitled to the
immunization services of local health centers. If the child was born in
conformity with family planning policies, he or she may have tuition and
miscellaneous fees waived during the period of compulsory education.

Those people holding a ‘general residency permit for a regular individ-
ual’ can have one-half of the fees of compulsory education at a public
school waived for their child. Children who have been born in conformity
with family planning policies, and who also meet other requirements as
stated in the application, may apply to enter both Jiaxin-administered
middle schools and the medium-level vo-tech schools in the city.

Those people holding a ‘professional residency permit’ have the follow-
ing benefits: children are allowed a full waiver of tuition and fees if
they attend a public school during compulsory education years. Those resi-
dents who meet relevant conditions can apply for low-rent housing and
‘affordable housing’, and they can apply to purchase housing being built
specifically for ‘new residents’ that is ‘small-scale and affordable’. Those
residents who have lived in the city for ten years are more are qualified to
apply for a welfare program called ‘minimum living security’. Those have
lived in the city for 15 years or more are qualified to become ‘urban resi-
dents’ if they choose to do so.

69
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Zhongshan city in Guangdong province

The ‘point system’ of Zhongshan city is made up of basic points, added
points, and deducted points. The basic-point metric includes the individual
qualifications of a person, his work experience, and his living situation. The
added-point metric includes a person’s basic circumstances, urgently
needed personnel, patents and innovations, awards and special honors,
donations to charities, amount of investment and paid-up taxes, family
planning considerations, health and epidemic prevention, registration
management, and the person’s personal credit record. The deducted-point
metric includes ‘breaking the law’ and ‘other illegal behavior’.

The highest weighting is given to the consideration of a person’s ‘quali-
fications’. In terms of educational record, a person with a college degree is
accorded 80 points, while a graduate student or above gets 90 points. In
terms of skills, a person with ‘high-level professional talents’ gets 90
points, or the same number if he has qualifications that are ‘grade 3 level’
or above. A person who owns his own housing gets 10 points. In terms of
the investment criteria, a person who invests a full RMB 500,000 gets one
point, and an additional point for every RMB 200,000 invested after that.
Tax payment of a full RMB 10,000 counts for 1 point, and there is an addi-
tional point for every 10,000 after that, but both of these considerations are
capped at 10 points. Only when a ‘transient worker’ accumulates 100
points is he or she allowed to ‘settle down’ in the city.

Central-government regulations

At the Central-government level, the following actions were taken between
2007 and 2010.

e In 2007, the Central government raised the prospect of ‘exploring the
establishment of a unified national system of registration for ‘household
registration status’, in terms of how such a system would be managed.

e In 2008, the Central government announced that it ‘permitted those
rural migrant workers who met the required conditions to settle down
in cities’.

e In 2009, the Central government issued a statement about the ‘prin-
ciples’ that would be applied to changes in the proposed system of
services for transient workers and management of transient workers.

e In May 2010, the State Council approved and transmitted an ‘Opinion’
that had been drafted by the National Development and Reform
Commission: the Opinion on Key Aspects of Deepening Reform and
Economic Restructuring. It mandated that all parts of the country con-
scientiously implement the contents of this Opinion. The Opinion
explicitly stated that the country would be ‘deepening reform of the
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household-registration system, accelerating the implementation of
policies that related to small- and medium-sized cities, small towns
and townships, and particularly county seats and core towns, with
respect to liberalizing conditions for urban residency’. It [the country]
would be ‘going further in improving the registration system for a
temporary population, and gradually adopting a residency registration
system nationwide’.

The action taken in 2010 was the very first time a document issued
at the State Council level had mentioned implementing a ‘residency
registration system’ on a nationwide basis.
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Allowing rural migrant workers to enjoy full public services ‘first’ is a good
start, but it also means that rural migrant workers will not be able to ‘settle down’
as a way to improve their condition. Promoting equalization of public services
between rural migrant workers and proper urban residents is something that
depends on a variety of factors. Some can be resolved by a piece of paper that
calls for reform, plus a certain amount of investment. Others are not so easy, since
they call for restructuring of the spatial distribution of cities, and for increased
investment into land.

In some cities and towns, rural migrant workers outnumber the ‘urban’ popula-
tion. In such places, if one were to lift the restrictions on urban residency in one
stroke, very large numbers of school-age children of rural migrant workers would
flood into cities in order to be enrolled in the urban education system. Building
schools requires not only time and money but also land. Such cities and towns,
however, are precisely the ones that are already over-built. Finding space for
further construction of schools is going to be extremely difficult.

The issue of turning rural migrant workers into urban residents should be seen
in the context of China’s long-term socioeconomic development. All of the coun-
try’s systems are in the process of being improved upon, including education,
healthcare and medical services, social security, social ‘relief” [welfare assis-
tance], housing guarantees, and so on. All of these require policies and systems
that are transitional in nature when it comes to rural migrant workers. Lowering
the barriers to entry in China’s cities does not mean lowering the levels at which
services are supplied to rural migrant workers and their children. On the contrary,
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it means enabling more of them to enjoy the same services as ‘urban residents’.
The future direction of policies is intended to enable rural migrant workers to be
assimilated into urban systems, in an incremental manner.

Policies are eventually meant to form an integrated society, including urban
and rural, that functions as one unit.

4 Establish mechanisms that link the number of ‘humans’ to the
amount of ‘land’

Turning rural migrant workers into urban residents necessarily means that the
population of cities will increase. This will put greater demands on public
services and housing, and therefore greater demands also on urban land use. This
requires that, in addition to the existing system of allocating specific amounts of
land for urban use, we are going to have to allocate ‘additional land quotas’ for
the process.

A mechanism that relates population numbers to land should be set up, in order
to address the question of where the land is going to come from. In addition to
the current ‘base’ amount of land that is included in land-use planning, the
government at the national level [Central authorities] may add an additional
‘quota’ that is to be used mainly in addressing such issues as housing, basic infra-
structure, public services, and so on for rural migrant workers. The increments
would depend on the numbers of rural migrant workers to be assimilated into
cities as residents. Places absorbing more people would receive larger land-use
quotas. Places absorbing fewer people would get less.

At the same time, the density of populations in cities should be taken into
account. When densities in existing cities are already quite high, for example, ten
thousand people to every square kilometer for a city with a population of over
500,000, where the potential to add more people is already low, then more land
would be granted. In cities with fairly low density and more potential to absorb
people, less land would be granted.

Such an approach would help in mitigating the existing problem of having
‘land urbanization’ outpace the process of ‘human urbanization’ [that is, it would
mitigate the problem of ‘urban sprawl’]. In this next great round of urbanization
in China, it would contribute to economizing on land and using it more inten-
sively. In addition, such an approach will provide incentives to municipal govern-
ments and encourage them to be willing to take in more rural migrant workers.
At the present time, and for the foreseeable future, land is equivalent to money in
the eyes of local governments until the whole public-finance system governing
the Central-local division of taxes is changed. For now, so long as a locality has
land, it has ‘money’.

In addition, a mechanism should simultaneously be established that provides
land-use quota to places that are less attractive to rural migrant workers. This
could function in the following manner. The first step would be to state clearly
that only people with stable employment in a place could gain residency there.
The second step would be to set up a nationwide system of housing registration
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and, concurrently, a system of taxation on the management of that housing and
on the housing itself. The more housing a person owned, the more taxes he would
have to pay. The third step would be to establish a system that tied additional land
quotas each year to the number of rural migrant workers who had been assimi-
lated into the city the previous year, and that also took into account the density of
the ‘permanent-resident’ population. If people moved out or migrated elsewhere,
then the ‘land quota’ for that city would be docked a certain amount in the follow-
ing year.

Increasing the amount of land used for housing of rural migrant workers in
cities is not going to result in an overall increase in the amount of land required
altogether. It is not going to increase the overall ‘intensity’ of land development.
On the contrary, it should contribute to controlling the intensity of land develop-
ment and help to protect and preserve arable land.

This approach [of tying land-use to numbers of people in cities] is in fact a kind
of spatial reconfiguring. It turns land-use quotas for building housing in rural
areas into land-use quotas for building housing in urban areas. The reason it
conserves land in the final analysis is that rural migrant workers will continue to
build housing in rural areas so long as they are not allowed to assimilate into
cities. That takes up land, and in fact the amount of land used exceeds that used
in cities.

5 Establish mechanisms that link the amount of ‘money’ to the
number of ‘humans’

It is imperative that we help municipal governments resolve their problems in
raising sufficient funding or ‘money’. From the perspective of a municipal
government, any increase in the urban population signifies an increase in services
and the need to fund those services. This puts a burden on municipal finances.
This is the major reason municipal governments are unwilling to absorb rural
migrant workers into their ‘urban’ populations.

Profound changes are going to have to be made in taxation systems, including
setting up ways to increase taxes as the number of people increases, and not just
as the value of industrial output increases. The tax base has to include both people
and industries if we are to have urban mechanisms that give equal weight to
attracting ‘people’ as well as ‘business’. Fiscal transfer mechanisms are going to
have to be established that increase as a city’s population increases, instead of the
current situation in which transfer mechanisms rely on the growth in public
revenues.

At the present time, we might consider setting up mechanisms that link
‘people’ to ‘money’. Public finance at the Central level and public finance at the
provincial level could set up a system of transfer payments that uses the ‘urbani-
zation’ of rural migrant workers as its determining factor. Subsidies would be
extended to cities that absorbed a certain number of rural migrant workers into
their ‘permanent residence’ status and that came up to performance levels over a
certain number of years. These public-finance subsidies would be used primary
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on helping municipal governments set up social security systems for rural migrant
workers and their families, for building medical facilities, compulsory education,
and vo-tech facilities, for turning the existing schools for children of rural migrant
workers into legitimate national-education-level public schools. They would be
used to ensure that children of rural migrant workers could freely choose to attend
either local public schools or the newly renovated ‘children of rural migrant
worker’ schools. They would be used to pay for the building of low-rent housing,
and for improving the supply of such things as electricity, water, gas, roads,
sewage treatment, garbage disposal, public transport, and so on.

Funds that will be needed for turning rural migrant workers into urban residents
are funds that must be used sooner or later. The sooner the process is started, the
more the government will retain the initiative. As for the source of funding, one
possibility is to issue specified national bonds for the purpose. Another is to
extract a certain percentage out of the profits of State-Owned Enterprises.

6 Incorporate rural migrant workers into urban housing systems
and urban rental-housing systems’

Any reform of the housing system in urban areas should take into consideration
the needs of rural migrant workers. Any modifications of the real estate industry
should also express the needs of rural migrant workers who come into cities
for permanent residence. On the one hand, rural migrant workers should be
encouraged to spend their incomes and savings on buying urban housing. On the
other hand, since housing prices are excessively high in cities right now, and
especially in China’s mega-cities, the great majority of rural migrant workers
cannot afford such housing which is a major constraining factor when it comes to
their ‘urbanization’.

First, methods should be devised that bring down the level of commercial
housing overall. Doing this means increasing the amount of land available to
cities while making sure that that land is used for residential housing and not for
industrial purposes. In order to fund such housing, a property tax should be insti-
tuted as a stable source of income, and we should also research the possibility of
allowing municipal governments to issue municipal bonds.

Second, more low-rent housing should be made available. Municipal govern-
ments should be encouraged by various means to build low-rent housing and to
incorporate rural migrant workers into the criteria of people authorized to rent
the housing.

Third, we should allow looking into the possibility of having collective
economic organizations [businesses owned by collectives] use land approved for
‘rural construction’ as land on which to build high-rise apartments for rural
migrant workers.

Fourth, we may want to lower the initial down-payment that rural migrant
workers make when they buy either affordable housing or price-restricted
housing. We may want to extend their repayment terms on loans, and extend
preferential treatment when it comes to deed taxes and interest rates.
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Fifth, we should encourage real estate developers to build ‘social-purpose’
housing that is appropriate for rental by rural migrant workers. In addition, we
should encourage a market in small-scale rental units.

7 Explore the possibility of having rural migrant workers ‘withdraw’
from their land-use contracts once they have become urban residents

The purpose of turning rural migrant workers into urban residents is not to ‘take
their land’, or to eradicate their land-use rights, including land that was under
their former dwellings. On the other hand, however, if rural migrant workers have
already settled down in cities for a long period of time, the land on which they
hold contracts is sitting idle and the land under their old housing is not being put
to use. This too wastes resources and is not conducive to economies of scale in
agriculture. As a result, we should encourage farmers to pass on or transfer their
contracts to farmland as well as to the land on which their housing is located.
Institutional procedures should be set up to do this.

Certain principles must be observed, which include the following. First, the
rights and interests of rural migrant workers in rural areas must truly be protected.
Operating rights to land are an asset right that belongs to farmers. Even if farmers
have moved into cities and taken up long-term residence, this right should not be
expropriated in any capricious fashion. Any illegal adjustments to these land
contracts are forbidden. Confiscation of land or forced transfer of land that is
under contract to farmers is forbidden.

Second, rural migrant workers should be permitted to sell their contracted right
to operate land through market mechanisms, if they are acting on a voluntary
basis. Similarly, they should be allowed to sell the legally prescribed amount of
land that attaches to their dwellings, and receive financial compensation. This
should be one of the sources of funds that helps finance their entry into urban
areas. The Central government, as well as governments at various levels, may
also allocate a certain amount of funds to be used in the purchase of such
contracted land. The land then would be provided to local ‘collective economic
organizations’, for no compensation, in order to further the policy known as
‘having cities help promote the countryside, and using industry to further agricul-
ture’. The aim would be to improve agricultural practices and rural production as
well as living conditions.

8 Ensure that political rights are respected by facilitating the
assimilation of rural migrant workers into cities

Turning rural migrant workers into urban residents is one aspect of a major tran-
sition under way in Chinese society. Only when the political rights and interests
of several hundred million rural migrant workers are effectively guaranteed and
actually realized, only when these people are actively engaged in their own
governance in urban areas and constitute an organic part of urban society, will it
be possible to say that they have truly been assimilated into cities.
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In order to accomplish this, therefore, we recommend a revision in election
law. In order to resolve the problem of not allowing ‘people who come in from
outside’, which includes most rural migrant workers, the right to participate in
elections, we might change the ‘election registration system’ as follows. In addi-
tion to the base of the regular voting population that has urban status, the ‘long-
term residents who are from outside’ could also enjoy a percentage of total voting
rights. This would enable all citizens in the country, no matter where they might
be living, to exercise their own civic rights.

At the same time, we should explore enabling rural migrant workers to partic-
ipate in ‘democratized governance of cities’ on an orderly basis. This would
involve setting up effective mechanisms and channels through which people can
express their own rights and interests. It would stimulate cities to recognize that
they have not only the obligation but also a willing interest in absorbing rural
migrant workers into their governance structures. The residency permit could
serve as the basis for such systems. Rural migrant workers who meet certain
criteria could then participate in grassroots-level democratic affairs and exercise
democratic supervision over government.

On the other hand, we should also mobilize governments, non-governmental
organizations, and other diverse forces in order to enable communities to play an
‘integrating role’ in social affairs, and to facilitate the assimilation of rural
migrant workers into cities. In areas of concentrated occupation by rural migrant
workers, we should set up systems for regular opinion polls and residents’ coun-
cils. We should strengthen the interaction among different groups of rural
migrant workers so that they are aware of and concerned about community affairs
and will want to participate in an enthusiastic and proactive way. We should
involve rural migrant workers in the process of budgetary reform, in ‘democratic
forums’, in public hearings for municipal residents, and in the various forms of
urban governance.

Notes

1 Turning rural migrant workers into urban residents falls within the scope of the policy
on population migration. But population migration includes both the employment and
residence of peasants in cities and also the free population migration between different
cities and towns. As China’s higher education is being popularized, how to solve the
employment and residence of university graduates has also become a very pressing task.
But this report is mainly targeted on the employment and residence of rural migrant
workers in cities.

2 Unless specified otherwise, all the data in this report about rural migrant workers
originate from the monitoring and investigation report on rural migrant workers
conducted by the National Bureau of Statistics.

3 The data from the 2005 investigation in Chengdu indicate that more than one-quarter of
rural migrant workers had a per capita housing space of less than 5 square meters, and
one-third of them had a per capita housing space of 5—10 square meters, which were far
lower than the 16-square-meter per capita housing space for a difficult urban household
in Chengdu. In Shanghai, the per capita urban housing space at the end of 2005 reached
15.5 square meters, but 74.9 per cent of the surveyed rural migrant workers had a per
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capita housing space of less than 10 square meters. In all five cities, 66 per cent of the
surveyed rural migrant workers had a per capita housing space of less than 7 square
meters.

‘Village in city’ is a special phenomenon appearing in the course of China’s urbanization.
Rapid urbanization has drastically swelled the land used for municipal construction and
included some villages and their farmland on the outskirts of cities in the scope of the
land for municipal construction. While most collectively owned farmland has become
publicly owned, the plots of the expropriated land, such as homestead land, private
plots, private hilly areas, that have been returned to villagers continue to be collectively
owned. The communities formed on these plots mainly for residential purpose are called
villages in city (Miao Lining, 2008).

More Than 1 Million Chinese Peasants Lose Land Each Year and Officials Vow to
Strictly Protect Farmland, People’s Net, 9 March 2006.

According to the investigation by this author, an administrative village in Jiangxi
Province has three natural villages: old village, middle village and new village. The
new village is all made up of two-storey buildings that were planned and designed in
a unified way by professionals and built by peasant households according to the ‘five
throughs and one -ization’ (road, water, telephone, cable television, methane, and
landscaping). Each household occupies 180 square meters of land, but only four of the
22 buildings are occupied. All others are vacant, because their owners are rural migrant
workers working all the year round in urban areas.

The per capita disposable income of urban residents in 2007 was 13,786 yuan and the
per capita net income of rural residents was 4140 yuan. The urban—rural income gap
was 3.33-fold. If the 1596.22-yuan wage income of a rural migrant worker were fully
the income of the rural migrant worker, the total income of rural migrant workers would
be 1161.25 billion yuan after it was multiplied by the total rural population. And if this
total income were added to the total income of urban residents, the total income of urban
residents would be 9347.15 billion yuan. If this figure were divided by the new urban
population, namely the 300 million rural migrant workers and their family members, the
new per capita income of urban residents would be 10,458 yuan. If the 1161.25 billion
yuan were deducted from the total income of peasants and if 300 million people were
deducted from the rural population, the new per capita rural income would be 4329
yuan. So the new urban—rural income gap would be 2.42-fold.

The cities with more universities and other cities have a tangible gap in university
admission rates. But this is not an issue that can be solved through household register
liberalization. And once household register is liberalized, everybody can come and settle
down. It is all possible that the cities with more universities have become overburdened
before the arrival of rural migrant workers.

In the China Development Report 2008: Establish a Development-Oriented Social
Welfare System for All People, the China Development Research Foundation made
specific proposals from the perspective of social welfare on the establishment of a multi-
level housing security system for rural migrant workers and meet the different-level
housing demands of rural migrant workers in various forms. Please refer to the report
for detailed contents.



3 Setting up a spatial configuration
for ‘urbanization’ in China that
features ‘two horizontal lines
and three vertical lines’

Urbanization involves changing both social and industrial structures. It also
requires changes in the spatial configuration of a country’s land. In this regard,
the process is irreversible, since once farmland, forests, and water surfaces have
been turned into city spaces, it is extremely hard to turn them back again into
what they were.

Both international experience and China’s own experience have made it appar-
ent that it is of ultimate importance to guide the process of rapid urbanization in
a clear and rational way. The State [or national government] must be explicit in
defining the orientation that urbanization is to take. In line with an overall plan
that involves developing the entire country, the government must have not only
a rational plan for urbanization, but a plan for conserving agricultural spaces and
ecological areas.!

Within the next decade or so, China will be creating a ‘strategic pattern of
urbanization’ on the nation’s 960 million square kilometers of territory. This
pattern will be characterized by ‘two horizontal lines’ and ‘three vertical lines’.
In addition, the country intends to create a ‘strategic pattern of agricultural
production’ that features ‘23 broad strips of land within seven regions’, and it will
be creating a strategic pattern of ecological areas that features ‘two screens and
three belts’.

The existing state of land development in China, and
associated problems

The territory of a country constitutes the space within which its people must
survive and continue to develop. In recent years, urbanization in China has taken
up increasing amounts of space, particularly as large- and medium-sized cities
have expanded outwards and as inner-city spaces have been rebuilt. China has
considerable land and yet its area available for development is limited. When
figured in terms of per capita, space is even less. Sixty percent of China’s territo-
rial space is either mountainous or on high plateaus, where the atmosphere is thin.
Once the areas in the country that must be conserved as farmland and those areas
that are already built upon are subtracted, the space available for future urbaniza-
tion comes to only 3 per cent of the country’s total land area.?
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The fact that land that is appropriate for urbanization is minimal in China limits
the country’s choices as it evaluates how to carry out urbanization. The country
is currently facing an urgent need to address a critical problem: how to manage
the contradiction between pressures on land, as needed by rapid urbanization, and
the very limited amount of land resources. It is confronting the problem of how
to urbanize and still preserve sound and sustainable socioeconomic growth, while
still creating an inhabitable environment in cities.

The experience of many industrial countries has been that urbanization used
space in a way that was first ‘centralized, then decentralized, and then recentral-
ized’. This indicates that China’s current plans for the spatial configuration of its
urbanization must focus on efficiency, even as the plans continue to aim for fair
and balanced development.

The spatial configuration of a country’s urbanization reflects that country’s
fundamental policy orientation in terms of efficiencies, fairness, and sustainabil-
ity. This orientation may be quite different in different periods of history. In the
1950s and 1960s, many industrialized nations emphasized the balanced develop-
ment of their national territory in terms of both overall planning and urban
planning. This was in order to prevent excessive concentration of populations in
large cities and to balance out disparities among different regions and between
urban and rural areas.

For example, in 1954, France began a policy of ‘territorial adjustment’. It
restricted further development of large cities and encouraged that of small- and
medium-sized cities. The creation of satellite cities and regional centers became the
main way the country sought to balance the development of its national territory.

Japan formulated its first ‘comprehensive development plan’ in 1960. This was
done in order to prevent excessive concentration of people in the three major
metropolitan ‘hubs’ and to reduce the economic disparities between these three
areas and local [provincial] cities.

The process of economic globalization has meant that urban planning and the
optimum use of national territory must now also focus on being globally compet-
itive. Once Japan confronted the new situation of having to enter the arena of
globalization, for example, the country continued to strengthen functions that
turned Tokyo into a world-class city. At the same time, the country supported the
development of individual, self-sustaining, regions. This made each region the
large-scale hub of international commerce and communications. The idea behind
use of national territory evolved from an initial attempt to limit over-concentra-
tion in large cities, to an effort to achieve balanced regional development through
city clusters and several ‘world cities’.

During China’s own period of rapid urbanization, national conditions in the
country dictate the need to strengthen functions that enable it to regulate land use
in a strategic and macro-oriented way. While aiming for balanced development,
the country must also seek ‘efficiency’ through rational urban planning and
spatial configuration. In light of its current stage of development, China must, as
soon as possible, formulate a rational strategic pattern of ‘urbanization’ as well
as strategic patterns for agricultural and secure ecological use of land.



80 China’s new urbanization strategy

Box 3.1 Classification of types of national territory in China

Broadly speaking, if one classifies land according to the type of product it
provides, a nation’s territory can be divided into space used for urban areas,
that used for agriculture and for ‘ecology’, and that used for other purposes.

‘Urban space’ refers to that which provides mainly industrial products
and services. It incorporates space used for constructing the city itself and
also that used for industry and mining. Space used for urban construction
includes built-up areas for both the city and what in China are called
administered towns, or ‘towns that have set up administrative structures’.
Space used for mining construction is mainly independent of the built-up
areas of cities and exists in separate mining regions.

Urban space is the primary sphere in which contemporary human societies
live and interact. With greater populations, greater concentrations of resi-
dences, they are relatively more developed, their industrial structure centers
on both industry and services. Forms of human settlement include large
cities, city clusters, city ‘hubs’, greater metropolitan regions, and so on.

‘Agricultural space’ refers to that used to produce agricultural goods as
its main function. This includes space both for rural living and for agricul-
tural production. Space devoted to agricultural production is mainly arable
land, but it also includes gardens [parks, open land], and land used by
agriculture in other ways. Space used for rural living includes both human
settlements and space used for such things as rural public infrastructure
and public services. In contemporary societies, the populations living in
agricultural spaces are relatively smaller, residences are more spread out,
the industrial structure is primarily focused on agriculture, and human
settlements take the form of slightly more densely populated areas that
concentrate in small towns and villages.

‘Ecological space’ refers to the space that functions mainly to provide
ecological products or services. Depending on whether such goods and
services are more or less, a further subdivision can be made into ‘green
ecological spaces’ and ‘other ecological spaces’. Green space refers mainly
to forests, water surfaces, wetlands, and inland seas. While some of these
are manmade, such as tree plantations and reservoirs, most are natural
rivers, lakes, and woodlands. The category of ‘other ecological spaces’
refers primarily to natural environments that exist ‘naturally’ such as
deserts, ‘raw land’, salinized land, and so on. Although some woodlands,
grasslands, and water surfaces also have the function of providing products
such as forestry products, animal husbandry products, and aquatic prod-
ucts, the main function of these places is still ecological. Over-reliance on
their agricultural function may serve to damage their ecological function. It
is for this reason that we define woodlands, grasslands, and water surfaces
as ‘ecological space’.
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Relative to agricultural space, ecological space is more sparsely popu-
lated and it is far less developed. It has little in the way of business [its
economic scale is small], and small towns constitute the very small number
of human settlements.

‘Other space’ refers to the systems that crisscross the above types of
space, including transport, energy systems, telecommunications and other
forms of basic infrastructure, hydro-electric power systems, military facili-
ties, and religious and other special uses of space.

Changes in China’s territorial ‘space’

China’s territory has undergone tremendous changes since the beginning of
‘reform and opening up’ (Table 3.1). These have been brought on by rapid
economic growth, industrialization, and urbanization.

In 2008, the amount of space occupied by all types of ‘construction’ came to
330,000 square kilometers out of a total 9.6 million square kilometers of national
territory as measured by land mass alone. Of this amount, 165,300 square kilom-
eters was occupied by rural housing, 40,600 square kilometers was occupied by
urban construction, independently located mining territories occupied 41,500
square kilometers, transport routes occupied 25,000 square kilometers (not
including rural roads), and arable land came to 1.2172 million square kilometers.
Forestland occupied 2.3609 million square kilometers, and grasslands occupied
2.6183 million square kilometers, both classified mainly as ‘ecological space’ but
also serving an agricultural function. See Table 3.2.

Due to changes in the way statistics are measured, it is not possible to provide
comparable figures over a longer period of time, and we can only compare figures
from the year 2000 to now. Data on spatial configurations of national territory in
these years, however, should not affect our understanding of the trends that are
dictating the long-term behavior of structural changes. The overall trends and
directions are consistent with one another.

Table 3.1 Change of spatial structure (in units of 10,000 km?)

Year Urban space Agricultural space Ecological space Other
space
Space for Space for  Space for  Space for Green Other
urban industrial  agricultural rural life ecological ecological
construction and mining production space space
construction
2000 2.98 2.99 164.63 16.56 510.04 248.48 4.99
2005 3.61 3.66 159.16 16.57 515.41 246.92 5.35
2007 3.93 4.00 159.04 16.54 515.58 246.10 5.51
2008 4.06 4.15 158.95 16.53 515.53 245091 5.56

Source: Calculated on the basis of the annual territorial reports of the Ministry of Land and Resources.
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Table 3.2 Change of sub-classified territorial spatial structure (in units of 10,000 km?)

2000 2005 2007 2008
Farmland 128.24 122.08 121.74 121.72
Parkland 10.58 11.55 11.81 11.79
Forestland 228.79 235.74 236.12 236.09
Grassland 263.77 262.14 261.86 261.83
Other agricultural land 3.81 25.53 25.49 25.44
Land for urban construction 2.98 3.61 3.93 4.06
Rural settlement 16.56 16.57 16.54 16.53
Independent industries and 2.99 3.66 4.00 4.15
mines
Transport land 1.95 2.31 2.44 2.50
Reservoirs Sub-total 3.53 3.60 3.63 3.65
Reservoir water 2.66 2.72 2.74 2.76
surface
Land for other construction 2.18 2.17 2.18 2.18
purposes
Unused land  Sub-total 285.30 261.72 260.95 260.76
Rivers and 14.81 14.80 14.85 14.85
lakes

Source: Calculated on the basis of the annual territorial reports of the Ministry of Land and Resources.

Major changes between 2000 and 2008 include the following.

First, space used for urban purposes has expanded rapidly, given China’s
accelerated pace of both urbanization and industrialization. Between 2000 and
2008, the amount of space used for urban construction rose by 36 per cent, or by
10,800 square kilometers. Space for industrial and mining construction rose by
39 per cent or by 11,600 square kilometers. Land used to build up transport infra-
structure also rose rapidly, from 19,500 square kilometers in 2000 to 25,000
square kilometers in 2008, which meant an annual increase of 28 per cent in the
amount of land being occupied by roads. Land used for ‘other construction
purposes’ did not change much, staying at about 21,800 square kilometers.

Second, space available for agricultural production continued to decline and
the structural use of agricultural space also began changing, as follows. Between
2000 and 2008, ‘agricultural space’ in the aggregate declined by 56,800 square
kilometers. Within that figure, arable land declined by the greatest amount, a
decrease of 65,300 square kilometers or 5 per cent of total arable land in China.

During this same period, ‘parkland’ [or ‘gardens’] increased by 12,100 square
kilometers, which meant an increase of 11 per cent. Space used by human settle-
ments in rural areas declined slightly overall. It had reached a peak in 2005, when
the space used for human occupation reached 165,700 square kilometers. After
that, it maintained a constant decline, actually going down over the entire period
by 300 square kilometers.
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Third, with the gradual increase of environmental protection measures, ‘green
ecological space’ increased in overall terms. Between 2000 and 2008, forest lands
increased by 3 per cent, or by 73,000 square kilometers. This was the result of
reforesting land that had been used for agriculture, as well as planting trees in
plantations. Grasslands, in contrast, decreased by 19,300 square kilometers. The
reasons behind this included severe degradation of grasslands and desertification
in some cases, but also the fact that certain municipalities began to encroach upon
grasslands for industrial construction once the rules protecting farmland became
more stringent. Rules over grasslands were less tightly controlled. ‘Water
surfaces space’ increased by 9000 square kilometers, which was the result of
major efforts put into developing hydroelectric power.

Problems that relate to ‘developing’ national territory

Structural changes in the use of China’s territorial space, as described above,
have contributed to China’s fast economic growth and to the processes of urban-
ization and industrialization. At the same time, we should be aware of the
problems that they have caused.

First, the way in which space has been used and restructured has been irra-
tional.> This can mainly be seen in what could be called the ‘three excesses and
four scarcities’.

1 With respect to ‘agricultural space’ and ‘ecological space’, the irrationality
has been manifested by a bias toward space used for agricultural production
and against that used for ecology. There has been excessive ‘opening up
of new lands’ and use of land for animal-breeding purposes, which has
invaded land previously used for ecology. In recent years, action has been
taken to redress this problem, through reclamation of forests from fields, the
withdrawing of grasslands from excess grazing, and the reconstituting of
lakes in places where they had been drained to create fields. This is begin-
ning to return space that was formerly ‘agricultural’ into ‘green ecological
space’.

2 With respect to urban space, there has been a bias toward use for industrial
production and against urban residential use. The amount of space being
used for ‘independently located mining operations’ in China comes to more
than 41,500 square kilometers. In addition, some 8035 square kilometers
of space within cities is actually being used by industrial space. Most of
the space in national-level and provincial-level ‘development zones’ is also
put to industrial use, namely 9949 square kilometers. If one corrects for the
overlap in figures, space used for mining and industry altogether comes to
50,000 square kilometers.

China has 40,500 square kilometers of ‘urban built-up space’, or urban
areas that are ‘built up’ in one way or another. Of this amount, residential use
of space comes to only 30.9 per cent. By this calculation, residential space in
China’s cities totals a mere 12,000 square kilometers.*
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3 With respect to the living space available to people who live in cities as
opposed to those who live in rural areas, there tends to be more space avail-
able in rural areas and less in cities. A total of 165,300 square kilometers of
land in China is being used for human settlement in rural areas (this includes
areas that are sparsely populated but does not include space covered by
roads). The per capita living space available to rural people is an average
229 square meters. That available to urban people is 20 square meters, if
one goes by the relevant ‘standards’ in China for urban living. (This figure
includes space used by the residence itself, plus that for the neighborhood
committee, the nursery school, smaller roads and any parks or green space
in housing estates.)

Second, some areas are far over-developed.’ The metric that measures ‘inten-
sity of development’ in China is only 3.48 per cent right now, which does not
seem very high. Given that only around one-half of the country’s territory is suit-
able for development, however, this is not such a minor figure. In certain regions,
the intensity of development is extreme. Shanghai, for example, is China’s most
developed urban region. GDP per capita in Shanghai exceeds US$ 10,000. The
‘intensity of development’ already comes to 29 per cent. (If one removes the area
of Shanghai’s three islands from the figures,® the intensity of development in
Shanghai proper approaches 50 per cent).

Paris, London, Tokyo, Osaka, and Nagoya all have roughly the same ‘spatial
unit’ as Shanghai. Greater Paris has a per capita GDP of US$ 63,000, however,
and a ‘development intensity’ of only 21 per cent. Greater London has a per
capita GDP of US$ 64,000, and a development intensity of only 23.7 per cent.
The three metropolitan hubs in Japan have a per capita GDP of between USS$
37,000 and 42,000, and a development intensity of only 15 per cent. Tokyo has
the highest development intensity, at 29.4 per cent.

Hong Kong, Shenzhen, and Dongguan also have roughly the same ‘spatial
unit’. Hong Kong’s development intensity is 21 per cent, while it is 46.95 per cent
for Shenzhen and 42.3 per cent for Dongguan.

The term ‘high development intensity’ implies certain things, including a
dense concentration of people as well as economies of scale within a certain
specific spatial unit. It also implies a reduction in the amount of ‘agricultural
space’ and ‘ecological space’, leading to decreased production of both agricul-
tural and ecological goods.

A major factor behind the excessively high ‘development intensities’ in some
urbanized areas in China is the amount of waste and inefficiency in the course of
developing land. High development intensities in some of China’s cities are
mainly the result of excessive occupation of land for use in industry, for use in
rural construction, and for use in the building of housing in rural areas.

The amount of land used for industry in Shanghai comes to over 900 square
kilometers, or 33 per cent of the entire amount of ‘built-up land’. Township
construction within the greater Shanghai area comes to nearly 400 square kilom-
eters, or 13.8 per cent of total built-up land. Farmers’ housing construction takes
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up 500 square kilometers of land, or 17.3 per cent of total built-up land. Added
together, these three take up 64 per cent of Shanghai’s total built-up land.

The reason industry uses excessive amounts of land in Shanghai is that the city
has many industrial parks that are overly dispersed. Of Shanghai’s more than 700
‘parks’, only 15 are administered at a national level and only 26 at the municipal
level. The rest, more than 600, are administered at the district or township level,
which means they are outside the scope of more stringent controls. Land occu-
pied by such parks comes to 400 square kilometers.

Construction use of land in townships is not only excessive but also overly
dispersed and poorly planned, with a floor area ratio (FAR) of only 0.3. Worse
still, many factories are currently shut down.

Shanghai contains a total of around one million ‘rural households’. Each of
these occupies an average of 450 square meters. The city’s ‘rural population’
comes to 2.15 million and the living space available to this population is around
230 square meters per capita. With no mountains or other kinds of terrain, the
‘ecological space’ available to Shanghai includes only its water surfaces and
its arable land. Excessive ‘development intensity’ now means that not only is
farmland decreasing, but ecological space is decreasing.

Third, irrational development is doing severe damage to the environment.
Activities are damaging what was already a vulnerable ecology in China. In the
process of ‘development’, including industrialization and urbanization, some
places have shown reckless disregard for the carrying capacities of specific envi-
ronments. This has led to the drying up of rivers, to receding and degrading of
grasslands, to diminished wetlands, serious soil erosion, desertification, ‘stony’
[or Gobi] desertification, frequent geological disasters, and other ecological
and environmental problems. As a result, less and less of China’s own national
territory is suitable and available for human habitation.

Within the space of just the past decade, the amount of land that was ‘degraded’
in China came to 20,000 square kilometers. Degraded land now covers nearly
2.64 million square kilometers, or 27 per cent of the total land area of the country.
The area of desertified land in China comes to 1.74 million square kilometers,
which is 18 per cent of the total land area of the country. Land that suffers from
severe soil erosion comes to 3.56 million square kilometers. Land covered by
sand [not mere desert] now comes to 1.74 million square kilometers. Land that
has been ‘alkalinized’ [through poor land management practices] comes to
129,600 square kilometers. An additional 1.35 million square kilometers of grass-
land has ‘retreated’ due to degradation and salinization.

In 2008, there were 222 underground aquifers in China. Among these, 133
were at a fairly shallow depth, 78 were at deeper levels, and 11 were contained
in karst cavities.

The aggregate sum of major pollutants being emitted by China is already
exceeding the carrying capacity of the environment. Indeed, some 27 per cent
of China’s total national territory is now ‘exceeding the carrying capacity of
the environment’. Any rivers that flow through cities are predominantly
polluted; the air pollution in many of China’s cities is extreme. The long-term
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Box 3.2 The ‘impoverished’ state of ecologies in China’s
western region

The ‘western regions’ were once an important incubator of the Chinese
civilization, for they had a pristine ecology in addition to a flourishing
economy. At one time, Xi’an was the nation’s political, economic, and also
cultural center. It is generally felt that Xi’an started to decline after the
An-shi Rebellion [AD 755-763]. Only since the 1950s, however, has exces-
sive development in the region became dramatically worse, as seen in
excessive use of water resources, soil erosion, and environmental degrada-
tion of all kinds. Authorities in the field believe that the rapid economic
growth of the west since the 1950s has consistently been accompanied by
deterioration of the environment such that sustainable long-term develop-
ment of the area has already been affected. An ‘ecological bottleneck’ is
already constraining future growth. Meanwhile, China’s overall prospects
for long-term sustainable growth rely on this region, and on protecting and
improving its ecology and its environment (Ahbulizi Yusupu and Chen
Zuqun, 2007).

In these western regions, poverty and environmental degradation exist in
tandem. Together, they form a vicious circle. The type of poverty created
by the process is called ‘ecological poverty’. According to statistics from
early 2002, 90 per cent of illiterate people in China were located in rural
areas, and 50 per cent of the total were located in western regions. The total
number of illiterate people in the country came to 85.07 million, a huge
figure. The impoverished regions in the west are mainly located in the
steppe area or in more remote mountains. These areas have severe deserti-
fication problems and areas of extreme soil erosion. The condition of
‘nature’ is terrible; destruction of the ecology is severe. The increase of
populations in the western regions in recent years has been very apparent.
This has exacerbated the problem of excessive development of land and
only contributed to further worsening of the environment.

‘Ecological degradation and lagging economic development are cause
and effect to each other, and their mutual intensification has augmented the
accumulated effect. A vicious circle thereby forms which could be
described as “worsening ecological environment — stunted economic devel-
opment — further worsening ecological environment”. This continues to
erode the potential base for economic development in the western regions.
Estimates show that direct economic losses that can be attributed to damage
to the environment in the western regions every year come to RMB 150
billion. This figure is 13 per cent of the region’s entire gross regional prod-
uct. As for indirect costs and potential losses, as well as the costs it will
take to restore the environment, the figure is many multiples of that’ (Cha
Hongwang, Xiong Dongliang and Wang Maotai, 2005).
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Source: Chen Tao: Ecological relocation: a perspective of environmental sociol-
ogy, in Bing Zheng (ed.): Reform, Opening up and China’s Sociology: A Collection
of Award-Winning Papers Presented at the Annual Meeting of the Chinese
Sociological Association, Social Sciences Documentation Publishing House, 2009.

effects of organic pollutants are beginning to be apparent. Land that contains
severely polluted soil is expanding in area. Pollution of coastal waters is inten-
sifying. All of these forms of pollution are already seriously threatening
people’s health.

Fourth, industrial concentrations are not spatially distributed in the ways that
the overall population of people is distributed, which relates in part to the move-
ment of rural migrant workers. As the main component of the transient popula-
tion, these workers can only go where there are jobs. Often unable to take
families along, they leave them behind, with elders tending the children. This
leads to a separation of the working population from the population that is being
supported by those workers.

Places that have the highest concentration of economic activity do not neces-
sarily have the densest populations. To a certain degree, this has exacerbated the
problem of cross-regional disparities in GDP per capita.

In 2009, the net flow of rural migrant workers out of central and western
regions and toward jobs in the eastern part of China came to 44.64 million people.
Within this total, 35.53 million workers did not take family members with them.
If one were to assume that each rural migrant worker did take one family member
with him, then the population of eastern regions would go up by 35.53 million
and the per capita annual GDP of the region would decline by a certain amount.
Specifically, it would go from RMB 39,800, as measured without taking family
members into account, down to RMB 37,200. In corresponding fashion, the
population of central and western regions would decline and their average GDP
per capita would go up. Specifically, average GDP per capita would go from
RMB 20,300 (in the central part of the country) and RMB 18,200 (in the west) to
RMB 21,400 in the central regions and RMB 18,900 in the west.

The disparity in per capita GDP between China’s eastern and western regions
would then be far less. Instead of eastern incomes being 2.18 times larger than
western, eastern incomes would only be 1.97 times larger than western incomes.
See Table 3.3.

The disparity in GDP per capita between eastern and central regions would
go down from the original 1.96 to 1.73 (eastern regions now earning only 1.96
times what central regions are earning). The degree to which the disparities are
reduced depends on the number of family members who accompany the ‘rural
migrant worker’.

Provinces and cities that currently rank in the forefront of per capita GDP are
also those attracting the greatest absolute number and ‘net inflows’ of rural
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migrant workers. The current trend is for economic activity to continue to
concentrate in smaller numbers of specific areas. If we continue to account for
people by ‘fixing’ their residence in their original administrative districts, we will
only see an increasing disparity in GDP per capita among different regions. This
will only contribute to unnecessary political and social pressures.

The physical separation of workers and their families, in addition to the irra-
tional way in which public services are provided, has led to excessive discrepan-
cies in the supply of public services among various regions. The areas into which
rural migrant workers are ‘flowing’ are currently receiving both the taxes and the
contributions to GDP of these workers. Areas out of which these workers have
migrated, however, must still bear the cost of supplying public services to their
dependents. Moreover, an ‘insufficiently rational’ fiscal system in the country
inevitably leads to a sharp contrast in different levels of public spending and
supply of public services.

Changes in the spatial configuration of cities

The ever-expanding use of space in the process of urbanization

The amount of space required for the ‘build-out’ of cities in China has been
increasing at an accelerating pace ever since the start of ‘reform and opening up’
(Tables 3.4 and 3.5). This is evidence of the way in which urbanization is moving
ever faster into a ‘middle stage’ of development. The ‘built-up’ area of cities,
nationwide, went from 7438 square kilometers in 1981 to 36,000 square kilom-
eters in 2008. This represented an increase of 3.88 times, or nearly a fourfold
increase. Cities expanded at a rate of 6.3 per cent per annum. In the 1980s, urban
expansion led to an annual increase in built-up area of only some 600 square
kilometers, whereas in the 1990s, the annual increase came to 960 square kilom-
eters. The pace of expansion has picked up dramatically in the new century, with
the annual increase in built-up land coming to 1732 square kilometers.

The spatial configuration of cities and the distribution of populations are highly
correlated with the distribution of economic activity in China. Major cities are
mainly distributed along the eastern coastline. The pattern of urbanization in the
country is therefore highly irregular. From an overall perspective, one can see a
stair-stepped pattern of distribution that goes down from east to west, with fewer
and fewer cities being located in the west.

As measured by the number of cities within each 10,000 square kilometers, the
provinces and autonomous regions with the highest ‘density of cities’ as meas-
ured by the number of cities per 10,000 square kilometers are Jiangsu (3.86),
Zhejiang (3.3), and Shandong (3.2).

The density of cities in Guangdong, Henan, Hainan, Liaoning, Hubei, and
Fujian provinces ranges between 2.5 and 1.9. The range goes on down further to
between 1.8 and 0.9 cities per square kilometer in Anhui, Hebei, Beijing, Tianjin,
Jilin, Shanxi, Hunan, Jiangxi, Ningxia and Guangxi. The figure is between 0.8
and 0.5 in Guizhou, Shaanxi, Heilongjiang, and Sichuan (excluding Chongqing);
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Table 3.4 Built-up areas (km?) of cities in China

Year Built-up Year-on- Year Built-up Year-on-
area year growth area year growth
(%) (%)
1981 7,438.0 1995 19,264.2 7.38
1982 7,862.1 5.70 1996 20,214.2 4.93
1983 8,156.3 3.74 1997 20,791.3 2.85
1984 9,249.0 13.40 1998 21,379.6 2.83
1985 9,386.2 1.48 1999 21,524.5 0.68
1986 10,127.3 7.90 2000 22,439.3 4.25
1987 10,816.5 6.81 2001 24,026.6 7.07
1988 12,094.6 11.82 2002 25,972.6 8.10
1989 12,462.2 3.04 2003 28,308.0 8.99
1990 12,855.7 3.16 2004 30,406.2 7.41
1991 14,011.1 8.99 2005 32,520.7 6.95
1992 14,958.7 6.76 2006 33,659.8 3.50
1993 16,588.3 10.89 2007 35,469.7 5.38
1994 17,939.5 8.15 2008 36,2953 2.33

Source: China Urban Construction Statistical Yearbook 1990-2005; China Statistical Yearbook

2006-2007.

below 0.5 in Yunnan, Gansu, Inner Mongolia, Xinjiang, Qinghai and Tibet; and

below 0.2 in Inner Mongolia, Xinjiang, Qinghai and Tibet (see Table 3.6).

Special features of urban expansion in China

The impact of ongoing expansion of cities in China, and continuing acceleration
of the pace of expansion, can be monitored by evaluating remote sensing images

taken of 55 ‘representative’ municipalities since the 1970s.

Table 3.5 Built-up areas (km?) of county cities and administrative towns in

China

Year Built-up area of  Year Built-up area of  Built-up area of
administrative county cities administrative
towns towns

1990 8,220 1999 16,750

1991 8,700 2000 13,135 18,200

1992 9,750 2001 10,427 19,720

1993 11,190 2002 10,496 20,320

1994 11,880 2004 11,774 22,360

1995 13,860 2005 12,383 23,690

1996 14,370 2006 13,229 31,200

1997 15,530 2007 14,260 31,200

1998 16,300 2008 14,776 30,160

Source: China Urban Construction Statistical Yearbook 2008; No data are available for
built-area of county cities before 2000.
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Table 3.6 City density in different regions in 2007 (in number per 10,000 km?)

Region City density ~ Ranking Region City density  Ranking
Heibei 1.61 11 Hunan 1.38 14
Shanxi 1.47 13 Guangdong 2.44 4
Inner Mongolia 0.18 24 Guangxi 0.91 17
Liaoning 2.07 7 Hainan 2.35 6
Jilin 1.56 12 Sichuan 0.66 21
Heilongjiang 0.67 20 Guizhou 0.76 18
Jiangsu 3.86 1 Yunnan 0.45 22
Zhejiang 3.30 2 Tibet 0.02 27
Anhui 1.69 10 Shaanxi 0.68 19
Fujian 1.92 9 Gansu 0.38 23
Jiangxi 1.31 15 Qinghai 0.04 26
Shandong 3.20 3 Ningxia 1.06 16
Henan 2.38 5 Xinjiang 0.14 25
Hubei 2.00 8

Source: Urban—Rural Planning Department of Ministry of Housing and Urban—Rural Development:
China’s Administrative Cities and Population Statistical Data in 2007.

Note: Gu Chaolin: Background Report, 2009.

In terms of the spatial forms that urban expansion is taking, it is clear that the
expansion of those cities located on plateaus or adjacent to mountains or rivers is
not as affected by the local topography. They have a relatively greater amount of
urban sprawl and generally cover more territory. They are expanding at a faster
rate. A variety of factors contributes to their growth in concentric rings or radiat-
ing out along traffic corridors. More and more cities are taking a segmented shape
of concentric circles, including Beijing and Zhengzhou.

Other cities, such as Tianjin and Shijiazhuang, are gradually expanding accord-
ing to their original grid shape and radial patterns.

More and more cities located on both banks of major rivers are beginning to
‘conjoin’ with or merge into cities in the regions through which the rivers flow. One
conspicuous trend is that cities which were originally on only one bank of a body
of water are now expanding onto the other bank. Shanghai is a notable example.

Cities that have developed along valleys in mountainous areas are far more
constrained by topography than those that have grown up on plains. In most
cases, they have developed in the direction of the flow of the river. This is most
obvious in the west, in cities such as Chongqing and Urumqi. As the perimeters
of the cities expand outwards and approach a range of mountains or a neighboring
river, what had been an ‘open space’ of undeveloped land between city and
geographic feature now closes in. This has been the case with Taiyuan and
Fuzhou. Such cities are now flanked by geographic barriers and their room for
further expansion is ‘squeezed’ as a result.

Cities located along the coast not only have expanded along the coastal land
surfaces but have also extended themselves out into the coastal waters. In these
cases, urban spatial reconfiguration depends heavily on islands and coastal ridges.
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The tendency to expand along coastlines is quite apparent. Qingdao is one
example.

The speed with which cities are expanding is tremendous, but there are also
huge differences in rates of ‘built-up’ expansion in different cities. Between 1973
and 2007, the built up area of Haikou expanded by 23.42 times what it had
originally been. The area of the city took over an additional 100 square kilome-
ters. The cities of Fangchenggang, Zhengzhou, and Ningbo all grew by at least
five times. The place that changed the least was Chichihar. In 2008, its ‘built-up
area’ was only 1.21 times what it had been in 1989.

Seven cities in China expanded at an average annual rate of 10 square kilometers
per year, namely Beijing, Shanghai, Shenzhen, Nanjing, Guangzhou, Zhengzhou,
and Chengdu. Among these, Beijing expanded to cover the most territory. For the
past 30 years, the city has expanded at an average annual rate of 26.69 square
kilometers. The average annual expansion of 11 other cities has been at a modest
rate of less than one square kilometer per year, namely Shigatse, Karamay, Wewei,
Yichang, Qiqgihar, Nanchong, Lhasa, Lijiang, Xiangtan, Xining, and Bangbu.
Among these, the city of Shigatse grew by only 0.25 kilometers per year.

With respect to how the size of a city affects its rate of expansion, we find that
the larger a city is, the faster it grows. Among all cities included in the survey,
those with populations that exceeded four million grew consistently at the fastest
pace. Moreover, the rate at which these cities grew exhibited a stair-stepped
pattern of four main stages over the course of a number of years. From the late
1970s to the early 1980s, the average annual expansion came to 5 square kilome-
ters or less. From the late 1980s into the 1990s, annual expansion was stable at
around 10-15 square kilometers. Cities began to expand ferociously in the twenty-
first century, as their ‘built-up’ areas took off. Between 2001 and 2004, the incre-
mental space needed for building up new urban areas came to more than 25 square
kilometers per city every year. After 2005, the figure went down to 12.9 square
kilometers, and has since shown a gradually declining trend.

Cities with populations that range between two and four million, as well as
those with populations between one and two million, have also exhibited a two-
step growth pattern but the rate of increase has been more modest. For cities in
the first category, the initial stage of growth occurred between 1988 and 1993,
and the second stage of growth came between 1998 and 2003. After 2005, growth
gradually began to slow down. Cities in the second category of cities saw a more
sluggish growth rate than those in the first category. The first stage of real growth
only began in the year 2000, and the second stage in the year 2003. This growth
spurt continued, however, all the way up to 2008.

In 1988, cities with populations in the range of 50—100 million started expand-
ing at a rate of under 2 square kilometers per year on average, but this rose
dramatically to 7.55 square kilometers in 2003. This high rate continued for only
two years, however, before going back to under 5 square kilometers per year. As
for cities with populations that are less than 500,000 in population, the rate of
expansion has been quite steady, with only minor fluctuations. Only in 2005-2006
did the expansion rate exceed 1 square kilometer per city per year; for the rest of
the time, it fluctuated but stayed under 1 square kilometer.
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Figure 3.1 Average expansion speeds of cities in different scales.
Source: Zhang Zengxiang: Background Report, 2009.

With respect to the sources of land that are being used by the process of
urbanization,” farmland, or ‘arable land’, is still the most important source of the
‘built-up’ new areas of cities. Arable land accounts for 57 per cent of the area
used by the recent expansion of cities in China.

An additional 32 per cent of the total area of land being absorbed into cities
was formerly classified as ‘land used for construction’. ‘Other’ sources of land
account for 11 per cent of the built-out areas, and these include forest land, marsh
or wetlands, grasslands, and so on.
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There are considerable differences in the percentages of the above several
types of land that is now being put to urban uses. Most cities use more farmland
than any other type of land for urbanization. Forty-six cities are indeed are using
large amounts of farmland: the farmland being occupied in these cases constitutes
between 42.5 per cent and 100 per cent of all land used for that particular city’s
construction.

A number of cities are using primarily the land on their peripheries that is clas-
sified as ‘land used for other construction purposes’ in order to expand. These
cities include Beijing, Shenzhen, Harbin, Dalian, and Chichihar. As for the last
category, ‘land for other uses’ that is now being absorbed into urbanization, cities
occupying such types of land are mainly located in the western part of the coun-
try and certain regions in the south. Such cities include Karamay, which is
expanding into grasslands, Yichang in Guangzhou province, which is expanding
into forested areas, and Fangchenggang, which is mainly using land reclaimed
from coastal waters. (Zhang Zengxiang: 2009).

Establishing principles that help define the spatial
configuration of future urbanization

It should be recognized that the intent to ‘urbanize’ refers to the overall develop-
ment of the country. It does not mean urbanizing at each level of governmental
administration. Moreover, the pattern of urbanization that China now intends to
take is one that uses only a very small portion of its national territory. The domi-
nant share of territory should be put either to agriculture or maintained as
‘ecological or natural space’.

To a large extent, problems that currently exist in China’s development
patterns, with ‘development’ covering the country with ubiquitous urban devel-
opment and economic activity, are due to the fact that every single administrative
district wants to ‘urbanize’. This problem extends to every level of government
and even governmental levels within a district. As a result, it is vital to begin to
establish a rational pattern of urban spatial distribution in China. To do that, it is
necessary to clarify some misconceptions and set forth certain principles.

1 The spatial distribution of urbanization should seek a proper
balance among the human population, the economy, and an area’s
‘resource endowment’

A variety of problems can result from unbalanced use of different types of land.
These problems include the following, among others:

e excessive disparities in the living standards of people in cities and people in
the countryside, as well as disparities in public services that each population
receives;

e various social problems that accompany annual migrations of upwards of
100 million people;
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e the acute loss of arable farmland due to ‘blind expansion’ of the built-up area
of cities, as well as to the construction of ‘development zones’;

e excessive mining of underground water, such that large areas of ground are
now subsiding;
over-grazing on grasslands resulting in desertification and wastelands;
over-development of marginal land in forests but also marshes, such that
land is degraded and serious soil erosion results;

e the daily increasing pressure to have to transport water resources and energy
resources across regions.

In evaluating the objective reasons for such unbalanced use of national territory,
the ultimate cause comes back to China’s scarce resources. These include, most
importantly, land, water, and energy. In addition, the ultimate cause relates to the
way in which economic activity, concentrations of population, and concentra-
tions of resources are uncoordinated or out of sync. More subjective reasons
would include the fact that insufficient attention has been paid to conceptualizing
and creating principles that relate to the spatial reconfiguration of land. Such
principles include those that must be followed in the course of economic develop-
ment and urbanization.

It is highly important for China to establish concepts and principles that
enable a balanced approach to land use if we intend to achieve sustainable
growth. Such concepts and principles are also vital to the process of creating a
balance in economic activity between urban and rural areas and among different
regions.

If we do not establish such concepts and principles about balanced use of
space, and if we do not seriously consider moving populations out from the most
environmentally vulnerable places in the country, as a way to get at the root of
the problem, we will not be able to prevent these areas from pursuing develop-
ment. We will not be able to turn around worsening environmental conditions.

Once an ecosystem has been seriously damaged, there is no way to restore it
without spending vast amounts of money. The process of trying to put back the
forests after land has been destroyed by agriculture, or restore grasslands after
they have been over-grazed, requires one massive engineering feat after another.
We are aware of the costs already, as we are experiencing several examples:
protecting and improving the ecosystems at the source of the ‘Three Rivers’,
preventing the sandstorms that threaten Beijing and Tianjin by mitigating source
problems, and reclaiming the stony desert that has developed on the Yunnan—
Guizhou Plateau.

If indeed we do not establish such concepts and principles and thereby begin
to control the intensity of the kinds of development that are threatening the most
vulnerable of China’s ecosystems, if we do not control problems at the source,
where the carrying capacity of natural resources is already threatened, if we do
not push through a change in the regional structure of industry that is already not
able to match the carrying capacity of the resource endowment, we will not be
able to keep people from wasting ever more energy resources, and ever more
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water, in the pursuit of development. We will also find it very hard to keep more
pollutants from being emitted into the environment.

Once power outages and water shortages begin to affect people’s lives, there
is no alternative to spending huge amounts of money to redress the problems. The
same is true once calamitous environmental disasters occur. Retroactive action
includes batching in energy supplies, or diverting water from elsewhere, or trying
to control environmental pollution through engineering projects.

Moreover, if we do not put severe restrictions on the burden of a human popu-
lation in mega-cities that is already well over the capacity of those cities to
provide for it, and control the problem at its source, it will be ever harder to
prevent more people from swarming into these cities. If these cities do not prop-
erly deal with some of their urban functions but instead are allowed to continue
all-out expansion in order to serve as ‘economic centers’, ‘industrial bases’,
‘trade centers’, and ‘transport hubs’, we simply will not be able to deal with the
consequences. It will be impossible to keep housing prices from rising through
the roof. It will be hard to deal with already unbearable traffic congestion, and
with burdens on the environment that the environment cannot support.

China’s population is expected to peak at 1.46 billion people. When that
happens, we are proposing a concept of ‘spatial balance’ that is meant to distrib-
ute this population on China’s 9.6 million square kilometers in a pattern that
matches human presence with comparable economic activity, specifically the
activity involved in generating a GDP of RMB 120 trillion.

Such a concept is meant to be strategic in how it plans for the nation to use its
1.8 billion mu of arable land, and its 2.8 trillion cubic meters of water resources.
It is meant to promote a more harmonious development of humans and nature,
and leave a ‘home garden’ for children and grandchildren, a place that still has
blue sky, clear waters, and clean mountains.

China’s 9.6 million square kilometers of national territory belongs not only to
our immediate generation but to generations still to come. We cannot live in
luxury just for our one generation alone if, in so doing, we irrevocably destroy a
homeland that we in fact ‘own’ together with our children. This is all the more
true if our aim is merely to create more immediate GDP.

2 The spatial distribution of urbanization should help preserve and
strengthen the ability of ecosystems to provide ‘ecological products’

Since reform and opening-up began, China has increased its ability to provide
various products quite quickly, including agricultural, industrial, and service
products. Generally speaking, however, the country has done poorly in terms of
providing what could be called ‘ecological products’. In fact, our ability to prod-
uct superior ecological products has markedly declined.

Our national concept of development now involves ‘taking the human being as
the core concern’. Given this focus, the provision of ecological products must be
an important component of overall ‘development’. Development can no longer be
regarded purely in terms of increasing the capacity to produce goods and services.
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Box 3.3 The concept behind ‘ecological products’ and
characteristics of such products

While ‘products’ can be defined from a supply perspective, they also can
and indeed should be defined from a demand perspective. Such things as
clean air, pure water, a comfortable environment and a climate that is suit-
able for human beings can also be considered ‘products’ when thought of
in terms of demand, since they are able to meet human needs.

Given the current backdrop of energy shortages, scarcity of resources,
deterioration of ecosystems, worsening of environmental conditions, climate
change and warming, frequent natural disasters, and the increasing need for
clean air, pure water, and hospitable environments, it is time for us to define
‘products’ in a more substantive and inclusive way. It is time for us to set
forth characteristics of things that we regard as ‘ecological products’.

Ecological products are those that safeguard the security of ecosystems,
that ensure that they continue to function properly, and that provide the
‘natural factors’ as well as the ‘man-made natural factors’, that supply a
beneficial environment for human habitation. In addition to benefiting
human existence in direct ways, ecological products also contribute to the
needs of life in indirect ways. They absorb carbon dioxide, produce
oxygen, sustain water resources, filter water and improve its quality,
conserve soil moisture, prevent windblown sandstorms, moderate the
atmosphere, clean the air, reduce noise, absorb dust, preserve biodiversity,
and mitigate natural disasters.

In general, ecological products have the following characteristics:

1 They are regional in nature. They play an environmental role within
a specific unit of space, whether that is in the atmosphere or on earth,
and they have a pronounced regional quality. No matter how good
the air is on Hainan Island, it cannot be used to improve the air over
Beijing. When the waters of the ‘Three Rivers’ reach the mouth of
the Yangtze and enter the ocean, the quantity of water may have been
retained but the quality of water is distinctly different.

2 Ecological products are not easily measured. Unlike industrial and
agricultural products, ecological products cannot be divided up into
units of consumption by individual human beings, since their benefit
generally accrues to an entire group of people. As a result, it becomes
hard to measure, with any accuracy, just how much any given indi-
vidual might have ‘consumed’.

3 Ecological products are intangible. They generally are ‘formless’, and
as a result could perhaps better be described as ecological ‘services’.
Forests, grasslands, and marshlands are the equivalent of the ‘land’
and ‘machinery’ that provide ecological services. They constitute the
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‘productive capacity’ of ecosystems. They themselves, however, are not
‘ecological products’. Once the productive capacity of the machinery is
destroyed, both the quantity and quality of ecological products declines.
Ecological services are of a public nature. They are similar to such
things as compulsory education, basic medical care, social secu-
rity, public security, and so on, in that they belong to ‘basic public
services’. As such, they cannot be provided by individuals or private
institutions but must necessarily be the responsibility of governments.

The most significant reasons that we need to develop the concept of ‘ecological

products’ are as follows:

1

When we establish a concept of ‘ecological products’, this contributes to
establishing a firmer understanding of the necessary harmony between man
and nature. In exploiting and using nature, man cannot expect to override
nature. The orientation of human behavior must be in alignment with the
laws of nature.

Such a concept helps in defining the ‘development rights’ of any given
ecosystem or ecological region. Ecological regions have people living within
their boundaries who have the right to lead a better life and to develop their
surroundings. The ‘substance’ of the development of ecological regions is
different, however. It includes such things as providing ecological products
by protecting nature and repairing ecosystems rather than creating agricul-
tural or industrial products that take an actual form. This includes the idea of
‘taking a scientific view of development’ and adhering to the notion that a
broader sense of ‘development’ is of primary importance.

Developing this concept of ecological products can provide the theoretical
underpinning for the idea of ‘ecological compensation’. Ecological products
have a value, and therefore are something that can, theoretically, be ‘sold’.
The difficulty lies in dividing up and measuring exactly how much each
‘producer’ has contributed to producing the products, and how much each
‘consumer’ has consumed. As a result, ecological products can only be
bought and sold through ‘procurement’ at the government or group level.
That is, transactions can only function through various compensation mecha-
nisms. In reality, a government represents all of the consumers of ecological
products in ‘purchasing’ the services of ecosystems.

3 Respect the primary functions of different types of regions

The natural attributes of different kinds of space differ from one another. This
determines the fact that the ‘primary functions’ of a specific unit of space can also
differ from primary functions of other units of space.
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Figure 3.2 Classification and functions of main functional regions.

Different categories of space can be defined according to the ‘products’ that the
space produces. Categories can also be defined by the contribution of a particular
type of space to ‘development’, as broadly defined. Three primary functions of
space can be used to define three principal categories of the use of land [or space],
namely agricultural, industrial, and ecological.

Regions that are urbanizing are those that share the primary function of provid-
ing industrial products and services. Regions that are primarily agricultural share
the primary function of providing agricultural products. Key ‘ecological regions’
are those whose primary function is to provide ecological services. [We feel that]
the functions of various parts of China’s national territory should be differenti-
ated according to the ‘primary function’ involved. Once such functions are
defined, the essential tasks and core substance of different kinds of ‘development’
can be more easily determined.

It is extremely important to differentiate ‘primary functions’ according to the
natural attributes of a given region. When it comes to meeting the needs of
mankind, all forms of space, including urban, agricultural, and ecological, are
scarce commodities. Because they are so scarce, it is vital to choose development
options in a way that respects the laws of nature.
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The term ‘primary function’ is not the same as ‘sole function’. Distinguishing
a primary function does not exclude other functions. As one form of ecological
‘space’, grasslands that need to be preserved may not preclude grazing as part of
their role. To define the ‘primary function’ of such grasslands in terms of their
returns on livestock would be to relegate other vital functions to a secondary posi-
tion, however, including such things as retaining moisture and conserving water
sources, preventing wind erosion and sandstorms, conserving soil, regulating the
atmosphere, maintaining biodiversity, and so on.

Returning farmland to forests, allowing grasslands to recover from over-graz-
ing, restoring wetlands that were turned into fields, are all forms of ‘restoring’ the
original function of an ecosystem, correcting a previously mistaken definition of
the primary function of a particular space. The only way to conserve ‘nature’ in
a fundamental way, and protect ecosystems, is to respect nature and make sure
that human systems are aligned with it. This requires a prior determination of the
primary functions of nature in terms of the specific natural attributes of a particu-
lar space. Then, economic development as appropriate to the specific attributes
may be carried out. Among other considerations, this also means allowing only
that concentration of people in a particular space that is in accord with the degree
of economic activity in that space.

4 Give full consideration to the carrying capacity of local
resources and the environmental carrying capacity in
a given ecological space

Different spaces call for different primary functions. Each kind of space has its
own quantities and varieties of resources and environmental considerations. Each
has a different tolerance for human concentration and economic activity.
Ecological spaces and agricultural spaces, for example, are not suited to large-
scale and intensive industrialization and urbanization. As a result, they are limited
in their ability to tolerate a high-consumption type of population. In such places,
it is necessary for any excess population to be shifted, gradually, toward urban
spaces with more jobs and higher incomes.

In a more agrarian period of history, people’s consumption levels were not so
high that a region could not sustain human occupation at a fairly low level. As
the phrase went, ‘each patch of land could support each patch’s worth of people’.
In an industrial age, however, or the age of service economies, people demand a
higher standard of living. One patch of land can no longer suffice.

On the other hand, the resources and environments of urbanized areas also have
their limits. Excessive populations and concentration of economic activity can
bring pressures to bear on the environment that are hard to sustain. The quality of
life begins to deteriorate. China has some areas in which the degree or ‘intensity’
of development is already over 40 per cent, as defined at the prefectural level in
terms of the administrative unit. Further development of such areas has the poten-
tial to turn them into ‘concrete boards’ that are unsuited to human habitation.

Water is a key consideration. Water is a ‘hard constraint’ in areas that have
scarce water resources, so that population, the size of economic activity, and
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industrial structure must be tailored to that resource and kept within the bounds
of the available water. When large-scale industrial and urban development
continues to be inflicted upon regions that are seriously short of water, eventually
the supply of surface water runs short of demand. Only two options are then
available. One is to tap into underground water. The consequence of this can be
that the land surface subsides, damaging basic infrastructure in the area and even
causing catastrophic damage to the entire city.

The second option is to transport water from one region to another over long
distances. This is costly — the government needs to fund massive water transport
projects — but it also has negative side-effects on the areas that are exporting the water.
Consequences may be hard to measure. Moreover, the laying of pipelines required for
water transport takes up space. It occupies land that is already highly limited.

5 Institute strict controls on the ‘intensity of development’
in different regions

Since the carrying capacity of any given unit of space is limited, it is necessary
to limit the intensity of development in order to be able to satisfy the needs and
demands of that area’s ecosystem. Any expansion in ‘built-up space’ means that
agricultural space and ecological space suffer a corresponding decrease. This
inevitably affects the productivity of agriculture, but also that of the ecosystem.

When agricultural production in a given place is unable to meet demand, agri-
cultural products can always be brought in from the outside and yields can gener-
ally be increased as science and technology advances. The same is not true of
ecological production. As noted above, ecological products are ‘regional’ in
nature and it is not easy to transfer them from one place to another. This means
that development must be controlled to within the bounds of an ecosystem. The
ecosystem must remain able to supply the basic minimum level of ‘ecological
products’ for that district. This is critical in our age of erupting environmental
crises. As we develop our economy, economic efficiencies cannot be our only
consideration.

We are in need of more ‘green spaces’ in China, and more agricultural lands
as well, in order to help purify the polluted air and water caused by man’s activ-
ities. Animals and plants both need more space in which to ‘take in sunshine’ in
order to ensure that the country has a stable source of food supply. As we engage
in urbanization and urban development, we must also have a sense of self-
restraint. We must retain sufficient space for farming and for ecosystems in order
to leave at least a little ‘space’ for the generations to come.

6 Severely limit the ‘low-efficiency’ expansion of industrial
production. Increase the percentage of land that is allocated for
urban residences

At the present time, the percentage of space devoted to “urban industrial produc-
tion” in China is unduly high. This relates to various considerations, not just
economic growth. It also relates to China’s mode of economic growth, which is
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extensive rather than intensive, to having low-tech industries, and to the historic
problem of focusing on ‘production and not people’s lives’.

As a result, China now needs to be proactive in restructuring its economy. It
needs to transform its production methods, and create greater concentrations of
industries and service industries. The country must avoid a mode of industrial
development that calls for ‘smokestacks in every village’, which means it must
improve the efficiency with which land is used for industrial production. It should
engage in wholesale transformation of the current way in which industrial
production occupies places that are more suited to human habitation. In sequence
and over a period of time, industries currently occupying land that could be put
into housing should be moved elsewhere. This will relieve some of the pressures
to have more housing space in cities, without taking up farmland for that purpose.

At the same time, the country should increase its investment in the kind of
basic infrastructure that supports human lives, and in public services in general.
Such services should contribute to lowering commuting time and distances, rais-
ing the quality of life in cities, and improving the efficiency of economic opera-
tions. China should avoid having industrial production located in places that are
at an irrational distance from where people live.

A proposed overall framework for thinking about the spatial
distribution of urbanization

Thinking about a scientific spatial distribution of China’s cities should be a
comprehensive and centralized process that falls within the overall strategic
pattern of development in the country. Such an approach not only must have a
rational plan for urbanization, but it must protect and conserve agricultural space
and ecological space as well. It must take into consideration the need to satisfy the
country’s demand not only for agricultural products but also ecological products.
It must seek to minimize any industrial use of agricultural and ecological space.

Overall pattern of using China’s national territory

Given that our point of departure is the desire to achieve ongoing and sustainable
development for the nation through an overall approach to the use of its territory,
we recommend that China establish what we are calling the ‘three great strategic
patterns’.

The first of these patterns incorporates ‘three vertical and two horizontal lines’.
The continental land corridor and the Yangtze River corridor would constitute
the two horizontal axes. The coastal corridor, the Harbin—Beijing—Guangzhou
corridor, and the Baotou—Kunming corridor would serve as the three vertical
axes. Major urban clusters along these corridors would be primary supports for
a system that linked other urban concentrations and cities into these hubs in a
strategic pattern of urbanization.

The second of these patterns relates to agriculture and creates a strategic
system of ‘seven districts and 23 territorial belts’. The seven main agricultural
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producing areas in China are the Northeast Plains, the Huang-huaihai plains, the
Yangtze River basin, the Fenwei plains, the Hetao Irrigated Area, the South
China Region and the Gansu—Xinjiang Region. In terms of strategic use of space,
this area fundamentally should be in ‘basic farming fields’, while other types of
agricultural production form key components of the system as well.

The third pattern relates to what we are calling the ‘two protective screens and
three ecological zones’. The two screens [or shielding ecosystems] include the
Qing-zang high plateau ecological screen and the Loess Plateau—Yungui Plateau
[Yunnan—Guizhou] high plateau ecological screen. The belts include three
zones with key ecological functions: the northeast forest belt, the northern desert-
prevention belt, and the belt of hills in the south. Large rivers provide an impor-
tant skeletal structure for these zones and belts, and they are supported by various
other major ecological-function areas. Certain areas, distributed throughout these
zones and belts, should become key places in which the State forbids the
construction of any development zones.

Only once China has done adequate strategic planning on the ‘three major
strategic patterns’ with respect to its overall territory will the country be able to
bring various imbalances under control. Only then can it coordinate its distribu-
tion of economic activity, its human population, and its environment for natural
resources and move toward greater concentration as well as balance. Urbanization
will in the future be pursued on a very small portion of China’s overall territory,
and only on that portion that is suited to development. This will be done in order
to enable industries and people to concentrate in certain areas, and to form a
denser distribution of cities. The functions of the mega-cities clustered around the
rim of the Bohai Gulf and in the Yangtze River Delta and the Pearl River Delta
will continue to be enhanced in an effort to make these cities more internationally
competitive. Based on this experience, other regions that are suitable for develop-
ment should be guided to form several major urban clusters and regional city
clusters as well.

The rural population will continue to migrate into cities. The living space that
they now leave behind will be returned to farming purposes, as well as reforesta-
tion, rebuilding of grasslands, and restoration of water sources. All the various
ecological functions will be elevated to major importance, including protecting
and conserving the sources of water, preventing sandstorms and stabilizing shift-
ing sands, conserving water and soil, maintaining biodiversity, and protecting
natural and cultural resources. The various ecosystems, forests, water systems,
grasslands, wetlands, deserts, farmland, and so on, will be stabilized as possible.

The spatial distribution of urbanization within China

Five different categories of China’s future urbanization can be distinguished
according to how cities are spatially arrayed in the country. The categories are
mega-city clusters, large urban clusters, other urbanized areas (metropolitan
areas, urban hubs, and urban strips), border cities that form ‘port cities’, and
medium-sized and smaller towns that exist in a ‘dotted’ configuration.
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This categorization takes into account the carrying capacity of the resource
endowment for each category, the intensity of current development and further
development potential, and political and ethnic factors. Urbanization plans will
be implemented according to each category.

In the future, approximately one billion people will be concentrated within the
space of these five different categories of urban areas. The areas will basically
meet the needs of China for urban space in the year 2030, when we expect
China’s population to have reached a peak figure of 1.46 billion and the urbaniza-
tion rate in the country to have reached 65 per cent.

Mega-city clusters

We recommend that the country give preference to ‘optimized development’ of its
three mega-city clusters, namely the rim of the Bohai Gulf (including Beijing,
Tianjin, Hebei, central and southern Liaoning province, and the Jiaodong penin-
sula), the Yangtze River delta and the Pearl River delta. These three areas are
already intensely developed and the carrying capacity of their resource environ-
ments is beginning to weaken. While they should further increase their comprehen-
sive economic strength, these areas should also focus on changing their economic
structure. They should accelerate the pace at which they transform their mode of
economic development. These areas should be made into ‘key’ focal points for
China’s international competitiveness. They should serve as the ‘dragon heads’ or
leaders in stimulating the entire country’s socioeconomic development. They should
become leaders in innovation, and areas of global influence. They should also have
the greatest concentration of population in the country, as well as its most densely
concentrated economic activity. (See Chapter 4 for details.)

Major urban clusters

We recommend that China emphasize the development of eight major urban
clusters. Specifically, these are the Harbin—Changchun region (the Harbin—
Daqing—Qiqihar region in Heilongjiang Province and the Changchun—Jilin region
in Jilin Province), the southeast Fujian region (the coastal region of Fujian
Province), the Yangtze—Huaihe region (the Wanjiang region in Anhui Province),
the Central Plains region (the central part of Henan Province), the middle reaches
of the Yangtze River (comprising the Changsha—Zhuzhou—Xiangtan region in
Hunan Province, the Wuhan urban hub in Hubei Province, and the Nanchang—
Jivjiang region in Jiangxi Province), the Guanzhong Plains, the Chengdu—
Chongqing region, and the Beibu Bay region.

Given that we expect China’s peak population to be around 1.46 billion people,
the country cannot resemble Japan or the USA in having only three large urban
clusters, and it certainly cannot resemble England, France, or Korea in having
only one major urban cluster. While aiming for ‘optimized development’ of the
three existing mega-city clusters, therefore, the country should also guide the
formation of a number of new large urban clusters.
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These should be in areas that have the necessary conditions, namely a fairly
strong carrying capacity in terms of resource endowment, fairly good conditions
for concentrations of people and economic activity, a certain already-existing
economic base, urban systems that have already been initiated, and a fairly dense
existing population.

These large urban clusters should form areas that each contain between 30 and
60 million people. If we use an average number of 50 million people per cluster,
then we can calculate that the eight new urban clusters will be able to accommo-
date an urban population of some 400 million. (See Chapter 4 for details.)

Other urbanized areas

We recommend that China nurture and develop ‘other forms of urban areas’ that
include such things as metropolitan districts, urban hubs, and urban strips. In
addition to undertaking ‘optimized development’ of the three mega-city clusters
and the eight large urban clusters, China should nurture and develop a number of
‘urbanized areas’ in which cities will be fairly densely concentrated. Such areas
would require some or all of the following characteristics. They should have
resource environments with fairly strong carrying capacity. They should be fairly
well endowed in terms of either energy or mineral resources. They should have
conditions that allow for substantial concentration of both people and economic
activity. They should be important to ‘balancing’ the development of China’s
built-up areas. They should be important in safeguarding the security of the
national territory. They should have special significance in terms of ensuring that
all ethnic groups are able to develop in tandem.

Such places will include the central and southern part of Hebei Province, the
central part of Shanxi Province (the Taiyuan urban hub), the Hohhot—Baotou—
Erdos—Yulin region in Inner Mongolia, the central part of Guizhou Province
(the Guiyang urban hub), the central part of Yunnan Province (the Kunming
urban hub), the central and southern part of Tibet, the Lanzhou—Xining region,
the region in Ningxia along the Yellow River, and the northern slopes of the
Tianshan mountain region in Xinjiang. Except for the central and southern part
of Tibet and the region in Ningxia along the Yellow River, each of the other
regions should be able to accommodate an urban population of between 10 and
20 million people.

Some of these regions do not actually have very strong carrying capacity in
terms of their resource endowment. They do not have tremendous potential for
highly developed economies or for concentrating large numbers of people.
Nonetheless, they are important from other perspectives, including national secu-
rity and ethnic solidarity. They too should be regarded as focal points and their
development should be nurtured. If each of these urbanized areas does in fact
absorb 10 million people or more, these areas should be able to accommodate
an urban population that totals over one hundred million people. (See Chapter 4
for details.)
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Port cities

We recommend that China strengthen the ‘port cities’ along its land borders. In
order to meet the needs of further expansion of the program to ‘open up’ to the
outside world, and particularly in order to be proactive in participating in all
forms of international and regional cooperation, China should now expand and
develop a number of inland port cities. This should be undertaken in concert with
the building of international roads and transport lines. These cities should be built
up as fast as possible in order to turn them into regional cities serving key func-
tions. Such functions would include border trade, serving as ports, encouraging
tourism, and becoming the central hub of communications lines. Cities to be
considered would include Dandong, Tumen, Suifenghe, Hehe, Manzhouri,
Erlianhot, Yining, Kashi, Shikatse, Ruili, Hekou, Pinxiang and Dongxing.

These cities should focus on expanding border trade and improving China’s
external relations. They should enhance the building up of their human carrying
capacity. They should become ‘bridgeheads’ that are aimed at trade with north-
east Asia, southeast Asia, and Central Asia. Their functions will include becom-
ing processing bases and logistical ‘nodes’. Their development should also help
improve the spatial distribution of ‘opening up’ in China [which currently centers
on the coastal regions].

Medium-sized cities and smaller towns

We recommend that China also develop a range of ‘other’ medium-sized cities
and smaller towns, in a pattern that is ‘dotted’ around the country. The spatial
distribution should be ‘dots’ and not ‘sheets’ of cities. Such cities will be located
outside the scope of other urban areas as described above. They may be in primar-
ily agricultural areas, or areas that have key ecosystem functions. In these
instances, the policies to be implemented should focus on ‘limited development’.

First, sufficient consideration must be given to the environmental carrying
capacity and resource endowment of the existing cities. County seats, and those
small towns with potential, can form ‘dots’, but not what could be called ‘sheets’
or ‘tracts’. Such places should focus on developing their unique attributes. They
should not seek to become ‘comprehensive-type’ cities without any kind of special
features. They should develop into regional centers for public services, depending
on the advantages and conditions of each local area. Some may become key trans-
port nodes, or logistical centers in trade, or tourist sites or cultural and educational
attractions or sports and health centers. Some may focus on being residential centers
with beautiful surroundings. We want to avoid having each and every one try to
become an ‘economic center’ with its own ‘industrial base’.

Notes

1 The ecological function area refers to an area that takes the provision of ecological
products as its main function. When we discuss the spatial pattern for urbanization,
we must consider the issue from a ‘three-in-one’ perspective of the spatial pattern
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for agricultural production, the spatial pattern for ecological products and the spatial
pattern for urbanization. In keeping with the types of provided products, this report
divides the territorial space into the areas for urbanization, the leading areas for farm
products, and the key areas for ecological functions. The specific definitions will be
offered in the following part.

According to the evaluation of resource and environmental tolerance made by the
Chinese Academy of Sciences, China has only 1.8 million square kilometers of
territorial space suitable for industrial and urban development. After the protected
farmland and the area for construction are deducted, the country has only 280,000
square kilometers, or about 3 per cent of the total land territorial space, available
for industrial and urban development. The 280,000 square kilometers cannot be all
developed now, because necessary spaces must be reserved for our future generations.
Spatial structure refers to the composition of different types of spaces and their
distribution in different regions. They include the ratio between urban space, agricultural
space, and ecological space, the ratio between the space for urban construction and the
space for industrial and mining construction in urban space, and the distribution of the
urban space and the space for industries and mines between different regions.

Japan has the same industrial output value as China does. But its space for industrial
production is only 1600 square kilometers. In the 40 years from 1965 to 2004, Japan’s
space for industrial production increased by only 700 square kilometers. Japan has a
population of 130 million and its space for urban residence is 11,000 square kilometers.
The per capita residential space was more than 80 square meters. The three metropolitan
rims have an industrial space of only 600 square kilometers but have a residential space
of 3700 square kilometers. The latter is six times the former. The Paris region in France
has a total area of 12,000 square kilometers. It has an industrial space of only 205
square kilometers and a residential space of 1100 square kilometers. The latter is five
times the former.

The development intensity refers to the ratio between the constructed space and the
total space within a spatial unit. The constructed space comprises the built-up districts
of cities and administrative towns, the independent industrial and mining areas, the
rural settlements, the land used for the construction of transport, energy and water
control (excluding water surface), and the land occupied by military, religious, and
other facilities.

The three islands are Chongming, Changxing, and Hengsha. They have a total land
area of 1411 square kilometers.

The urban land sources can be classified into three categories. The first category is the
use of farmland. The second is the use of other land for construction purposes, namely
the land for the construction of independent towns, rural settlements, industries, mines,
and transport facilities outside the built-up areas of cities. The third is the use of other
land, namely all land sources other than farmland and land for construction purposes. It
includes forestland, grassland, water area, unutilized land. and sea.

Spatial balance means to realize a spatial balance between population, economy, and
resource and environment within a specific spatial unit of the national territory, which
is human-oriented and is based on the tolerance of resources and environment.



4 Making ‘urban clusters’
the primary form of
urbanization in China

Determining the forms in which urbanization should occur is a key part of
China’s whole process of urbanization.

Within the next 10 years, China intends to turn 200 million rural migrant
workers, together with their family members, into legitimate urban residents.
It intends to turn another 200 million rural inhabitants into urban residents in the
following decade. In doing this, circumstances dictate that the country cannot
take the course of sprawling, diffuse, low-density urbanization. The country’s
lack of land and scarcity of resources mean that its urbanization must be tightly
knit, densely populated, and highly concentrated. Urban clusters are therefore the
primary form by which the country will be urbanizing. Regions with such clus-
ters will be serving the function of coordinating development among other sizes
of cities and towns.

China’s options as it pursues urbanization

Compact Cities

Two models have characterized urban development in the West. One is the very
compact model as seen in European countries. People and industries are fairly
densely concentrated in cities, which lack much space. Land used for building up
the city is conserved, which improves the efficiency with which land is allocated.
The USA is representative of the second model, which is characterized by urban
sprawl, lower densities of people, and higher consumption of energy resources
than required by the more compact model.

The idea of compact cities was first proposed by George B. Dantzig and
Thomas I. Saaty in a work published in 1973, called Compact Cities — A Plan for
Livable Urban Environments.

In 1990, the Commission of European Communities (CEC) issued a Green
Paper on Urban Environments. This reiterated the concept of ‘compact
cities’, and presented it as a way to address residential and environmental
problems. The Green Paper felt that the concept met the needs of sustainable
development.
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After this, the number of authorities exploring this concept of compact cities
began to increase, and consensus was reached on the general features of such cities.
They were seen as being densely populated, with mixed-use functions. They
helped preserve the countryside. They reduced reliance on cars and lowered
energy consumption. They supported public transport, walking and bicycling as
modes of getting around. They made public services more accessible to a larger
population. They allowed more efficient use of public facilities and basic infra-
structure. They led to the revitalization of urban cores and the renaissance of
cities (Fang Chuanglin and Qi Weifeng, 2007).

Compact cities can be analyzed from different perspectives. The forms that
such cities take are characterized by a high density of buildings and population,
by mixed usage in terms of urban functions that are intensified and compounded,
and by ‘intensification’ in an overall sense.

In terms of spatial dimensions, compact cities can be measured at a macro level
that looks at both cities and city clusters, and they can be measured at a micro
level that looks at communities and residential districts. At the macro level,
compactness is reflected in the high density of both cities and city clusters. At the
micro level, it is reflected in the high density and high floor area ratio (FAR) for
a residential zone or community. In terms of spatial configuration, compact cities
are characterized by a single city center, as opposed to either multiple centers or
sprawl (Gorden and Richardson, 1997).

When analyzed in terms of policy requirements, the building out of compact
cities must receive the guidance and support of various types of policies, includ-
ing social, economic, planning, transportation, and environmental. Only then can
sustained development of compact cities be realized. (Fang Chuanglin and Qi
Weifeng, 2007).

The size of China’s population and the country’s limited amount of territory
determine that it should adopt the ‘compact city’ model of urbanization and
not the American form of urban sprawl. Nevertheless, the country has in
fact followed the American path, with low-density and low-volume modes of
urban growth.

This has occurred under the influence of policies that promoted the growth of
small towns and that encouraged the active development of small- and medium-
sized cities. It occurred in the context of allowing townships to turn into towns,
counties to turn into cities or districts, and prefectures to turn into cities, which is
the main way urbanization came about. It came about because administrative
districts were the primary guiding force behind economic growth, and it was
enabled by a fiscal system that encouraged localities to use their local land as
though it were money in the bank.

Meanwhile, the household registration system prevented rural migrant
workers from becoming urban residents, which also contributed to the resulting
pattern of urbanization. Sprawl or ‘decentralization’ is mainly a question of
the spatial layout of urbanization, while ‘low-density’ relates to the form that
a city takes, and a low FAR is closely linked to the volume capacity of the
city’s buildings.
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The larger the city, the denser its population

Population density is one indicator that reflects the compactness of the build-up
area of a city or an ‘administered town’ in an overall way.! Greater population
densities indicate that a city is using land in more efficient ways. Lower densities
indicate the opposite. Table 4.1 shows the population densities of various sizes of
China’s cities, county-administered cities, and town-administered cities, as meas-
ured by the ‘static population’. As the table indicates, the larger the city, the
greater the population density and also the greater the efficiency of land use. The
greatest efficiencies came in mega-cities of over two million people in popula-
tion. In 2008, the density of population in these cities was 11,500 per square
kilometer. Extra-large cities had densities that were 23 per cent less than this.
Large cities were 18 per cent less dense. Medium-sized cities were 32 per cent
less dense, and small cities were 63 per cent less dense. ‘Administered towns’
displayed the least efficient use of land, with densities per square kilometer of
only 4570 people.?

If all of China’s urban population of 640 million people lived in small ‘admin-
istered towns’, the amount of additional space required for them would be
140,000 square kilometers. This is roughly twice the current amount of space
being used by the built-up areas of China’s cities nationwide.

Table 4.1 Population-density change in built-up areas of cities of different sizes
(in units of persons/km?)

Population Population Density Accumulated
density in density in change be- density change
urban built-up  urban built-up  tween 2008 between 2008
areas in 1981  areas in 2008  and 1981 and 1981 (%)
Mega-city (with 15,405 11,460 3,945 -25.61
population of
>2 million)
Ultra-large city 10,973 9,302 -1,671 -15.23
(with population
of 1-2 million)
Large city (with 11,143 9,692 —-1,451 -13.02
population of
0.5—1 million)
Medium-sized city 9,663 8,652 -1,011 -10.46
(with popula-
tion of 0.2-0.5
million)
Small city (with 5,843 7,035 1,192 20.40

population of
<0.2 million)

Source: China Urban—Rural Construction Statistical Yearbooks 1981 and 2008.
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Population densities in China’s cities have been declining
since the start of reform and opening up

The direction in which population density is trending is a reflection of whether a
city is becoming more compact or more dispersed. Taking the entire 30-year
period since the start of reform and opening up as one period, the dynamic change
in population densities in China shows that density has been going down in the
built-up areas of all types of cities, nationwide.

In the period between 1981 and 2008, the density of population in built-up
areas of cities nationwide went from 19,000 people per square kilometer to
10,000 (Figure 4.1).

The 30-year period can also be divided into three different stages, however.
The first was during the 1980s, when population densities in built-up areas of
cities basically increased at a stable rate. Densities went from an average of
19,000 per square kilometer in 1981 to a peak value of 25,000 in 1990. During
this period, the density per square kilometer increased by 5943 people.

The second period was the 1990s, when urban densities began to fall. If one
subtracts out the figures for 1991, however, which were suspect (it is not possible
to believe that average densities went from 25,000 to 21,000 within one year),
then the speed at which densities declined in this decade was not all that fast. It
went from 21,000 people per square kilometer in 1991 to 17,000 in 2000, a
decline of 3800 per square kilometer over the course of the decade, or an annual
decline of 380 people per square kilometer.

The third period was the eight years between 2000 and 2008, when the density of
people in built-up areas showed an accelerating rate of decline. It went from 17,000
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Figure 4.1 Population-density change of China’s cities.
Source: China Urban—Rural Construction Statistical Yearbook 2008.
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people per square kilometer in 2000 to 10,000 in 2008, an overall decline of around
7000 people per square kilometer and an annual rate of decline of nearly 900 people.

Cities of different sizes exhibit different patterns.* Table 4.1 shows that the
decline in density rates was greatest in mega-cities, that is, cities with populations
of over two million. In 1981, their population density was 15,000 per square
kilometer, which by 2008 had declined to 11,000 per square kilometer, a decrease
of 3944 overall. The next-largest decline in population density rates could be seen
in extra-large cities of between one and two million in population. In these, the
figure declined by 1670 people. In large cities, the decline was 1,451 people, in
medium-sized cities, it was 1011 people, and in small cities the density actually
increased by 1192 people.

In 2008, the built-up area of 64 cities that have populations of more than one
million reached 17,700 square kilometers. This was nearly one-half of the built-up
urban area in the entire country. Since 1981, the number of cities with a population
of over one million has increased by 46 and the built-up area of these cities is six
times what it was in 1981. The built-up area of large cities has expanded by three
times, that of medium-sized cities by 3.5 times, and that of small cities by 1.8 times.

In terms of aggregate figures, the changes in population densities of ‘adminis-
tered towns’ and ‘cities administered at the county level’ have not been as
pronounced as they have been in [provincially administered] cities (Figure 4.2).
Population densities in the built-up area of county-level cities initially fell, but
then rose back up again. Densities were 10,000 per square kilometer in 2000;
these fell to 8000 in 2005 and then rose to 8800 in 2008. In overall terms, the
population density of ‘administered towns’ has been constantly falling. In 1990,
it was 7400 per square kilometer; by 2008, that had declined to around 4500, for
an overall decrease of some 2000 people per square kilometer.
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Figure 4.2 Population-density change of China’s county cities and administrative towns.
Source: China Urban—Rural Construction Statistical Yearbook 2008.
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To summarize the above, China’s urbanization process since the start of reform
and opening up has seen an overall decline in the density of urban populations.
The decline in density has been fastest in county-level cities (2.8 per cent decline)
and administered towns (2.7 per cent decline). The next-fastest decline in popula-
tion densities has been seen in mega-cities of over two million in population (1
per cent decline). Extra-large cities, large cities, and medium-large cities have
seen density declines in the range of 0.5-0.7 per cent. Small towns have exhibited
two different trends: the population density is rising in one, and falling only
slowly in the other.

Analysis of why population densities have been declining

The direct cause of the declining densities in urban populations is simple to diag-
nose. The ‘official urbanization’ of the human population has proceeded only
slowly. The statistics used in this chapter to measure the ‘population’ aspect of
‘population density’ are limited in that they do not fully incorporate rural migrant
workers. According to the China Urban—Rural Construction Statistical Yearbook,
the transient population in 2008 was 35.17 million for 655 ‘cities’ across the
country, 10.79 million for 1635 ‘county-administered cities’, and 25.31 million
for 19,234 ‘administered towns’. The total was therefore 71.27 million, far less
than the number of rural migrant workers as computed by the National Bureau of
Statistics, namely 145 million.

The figures therefore exaggerate the impression of a decline in population
density, but the trend is still in that direction. Figure 4.3 shows the change in
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Figure 4.3 Urban population-density change when rural migrant workers are included.

Scenario 1 shows the urban population-density change based on the population with
urban household register and the temporary population, and scenario 2 shows the urban
population-density change when rural migrant workers are included.

Source: China Urban—Rural Construction Statistical Yearbook; the data about rural
migrant workers originate from Han Jun: Background Report, 2009. The data for some
years when data were unavailable were worked out on the basis of the data for other years.
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urban densities in a way that takes into account rural migrant workers. The over-
all trend still shows a decline in densities, albeit one that is less dramatic.
Urban densities dropped from 19,000 people per square kilometer in 1981 to
10,000 in 2008, when rural migrant workers were excluded. When these workers
were included, they dropped from 19,000 to 14,000 people.

A second reason for the drop in urban densities of people is what we call the
excessively fast ‘urbanization of land’. There are objective and unavoidable
reasons for this that relate to the stage of China’s development. Urbanization is
still in a ‘middle stage’ of development in the country, such that most cities are
still pushing outwards to create the framework that can carry larger numbers of
people. Cities are building out various urban functions, often in advance of an
increase in urban populations.

At the same time, however, more important reasons for the excessive occupation
of land by cities relate to governmental policies. Our current systems with respect to
land and with respect to fiscal operations make such wasteful land use unavoidable.

First, we lack overall concepts and policies on urbanization. We have not insti-
tuted any kind of specific and detailed policy guidelines with respect to the forms
and spatial configurations that cities should take. It is doubtless correct to encour-
age the growth of ‘coordinated development of large, medium-sized, and smaller
cities and towns’, but precisely how to do has been left unclear. What constitutes
‘coordinated’ as opposed to ‘uncoordinated’? How is ‘coordinated development’
actually manifested? Similarly, it is also correct to encourage the development of
‘urban clusters’, but we have not described where these should be, which cities
should be included, nor how the process should take place. We lack specific and
targeted policies in this regard.

The second concern relates to China’s land and its fiscal systems. In China, the
government has a monopoly on the primary market for land. When farmland is
transformed into land for non-agricultural purposes, it must go through a process
of ‘requisitioning’ by the government. Farmers must be compensated. The
government then has a monopoly right on ‘granting’ that land out for other
purposes. Three different kinds of procedures are used when land is to be used
for ‘operating purposes’ [relating to business]. These are ‘bidding’, auctioning’,
and ‘listing’. In the process of any one of these, the income is far greater than
the compensation that was made to farmers. It is also far greater than the cost
of developing the land. This profit margin constitutes a positive incentive for
local governments to push out into neighbouring farmlands and expand the size
of cities.

Meanwhile, under China’s current fiscal systems, municipal governments lack
any sufficient and stable source of funding with which to pay for public services
and basic infrastructure. Municipal governments do have the right to determine
how any revenues from land ‘grants’ are allocated. The tax system provides that
any such income, as well as direct taxes on land and on real estate and buildings,
should accrue mainly to municipal governments. This distribution of tax revenues
also creates an incentive for governments to ‘take over’ land in the pretext of
‘urbanizing’.
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Table 4.2 Ratio of land-sale income to regional government’s fiscal revenue and
extra-budgetary revenue

Net income  Regional fiscal revenue Regional extra-budgetary
from selling (100 million yuan) revenue (100 million yuan)

state-owned Absolute Ratio of Absolute Ratio of

lal.1d. (100 value (100 land-selling value (100  land-selling
million - ; - :
million income to million income to
yuan) ’ )
yuan) regional yuan) regional
fiscal extra-
revenue (%) budgetary
revenue (%)
2003 1,799 9,850 18.26 4,566 39.40
2004 2,340 11,893 19.68 4,699 49.80
2005 2,184 15,101 14.46 5,544 39.39
2006 2,978 18,304 16.27 6,407 46.48
2007 4,541 23,573 19.27

Source: China Land Resource Statistical Yearbooks 2004-2008; China Regional Fiscal Statistical
Data (2004-2007).

What’s more, in the last couple of years, local governments have been setting
up what are called ‘urban funding platforms’. To a large extent, the size of these
platforms and their funding base rely heavily on the amount of land already
‘occupied’, as well as the still-available amount of local land.

Between 2003 and 2007, the total net revenue derived from ‘granting’ State-
owned land came to RMB 1.38426 trillion, as shown in Table 4.2. Income from
land grants plays a decisive role in the total public revenues of local governments.

The low floor area ratio (FAR) in China’s cities’

Another cause of the decline in population densities of Chinese cities is that the
buildings in these cities have a low FAR. As the country urbanizes at a fast past,
land is severely inadequate but at the same time used in an extremely wasteful
way. This can be seen in the striking figures that describe the low FARs in
Chinese cities. At present, the metric used to measure this rate in China comes to
an average of around 0.5. The figure is 0.75 for large cities and between 1 and 1.2
for “core cities’. ¢ These are far below the figures of 2 for Japan and 1.6 for Hong
Kong (Wang Jian, 2010).

Given the lack of any constraints on how much land is being used by cities,
and the lack of regulations with respect to land management, such a low contain-
ment capacity means that the problem of rampant land use is intensifying. China
is now beginning to place stringent restrictions on conversion of farmland for
urban uses, which means that problems of land use are going to be intensifying.
The situation will have an impact on the total amount of housing that is available
and will lower the per-household amount of living space.
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China’s unavoidable situation is that it has a large population on a small amount
of land. This determines the fact that it cannot simply copy over western models
for urban planning that allow for low densities of people. For China, the quiet and
comfortable lifestyle of people in Western Europe is sheer luxury. Even places like
Australia and Canada, with low populations relative to their land, are now attempt-
ing to use land in a more intensive way and to concentrate populations in cities.

There are those who criticize Singapore and Hong Kong for their high-density,
high-volume approach to urban development, feeling that it leads to a lower qual-
ity of life. In fact, the approach shows how enlightened these cities have been.
Hong Kong uses only one-tenth of its land for the built-up areas of the city. Not
only does this raise the value of land and increase the efficiency of land use, but
it gives the city considerable ‘stamina’ when it comes to future development.
Through rational use of space, including three-dimensional transport systems and
zoning for different urban functions, Hong Kong and Singapore have actually
been able to improve their citizens’ quality of life.

Raising the FAR in cities enables a limited amount of land to accommodate
more people. For example, right now the FAR in cities in Guangdong province is
around 0.52. Merely raising it to 0.57 would increase the ‘built-up floor space’ of
the city by 200 million square meters. This is roughly equivalent to four years’
worth of new housing requirements in the city.

Box 4.1 The situation in other countries with respect to incentives for
improved FARs, and measures that deal with the granting of
development rights

A New District Planning Act in the USA provides incentives to developers
operating in high-density districts when they go beyond regular require-
ments with respect to creating public spaces and increasing the amount of
floor space in a given building. In Manhattan’s densest areas, for every one
unit of public space that a developer provides on one side of the building,
he is allowed to increase the floor space of the building by 10 units.
Essentially all of Manhattan’s high-rise buildings take advantage of this
preferential treatment. In the dozen or so years following the establishment
of the Act, considerable public space was created as a result. By 1973, in
the lower Manhattan area, where every inch of land is precious, some
44,500 square kilometers of public space was created in the form of pedes-
trian malls.

Japan revised its Law on Building Standards in 1970. It too adopted an
incentive system to reward the creation of more open space in the process
of achieving greater floor area ratio. The new law provided that public open
space could not come to less than 20 per cent of the area under construction.
Incentives were provided at a certain formula if open space came to more
than 20 per cent. Moreover, requirements and rewards for open space were
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pegged to different planned FARs. The higher the planned FAR of a
project, the higher the incentives. By May of 1986, public space in the cities
of Osaka and Kobe alone had increased by more than two hundred parcels.

Source: Yun Yingxia and Wu Jingwen: Foreign floor area ratio reward and devel-
opment right transfer measures, Journal of Tianjin University, Social Science
Version, Issue 2, Volume 9, 2007.

Maintaining strict controls on the size of large cities is
contrary to the laws of economic development
as well as the laws of urbanization

Since New China was founded [in 1949], it has consistently aimed for industri-
alization. The urbanization that might have accompanied industrialization has
been neglected, however. In fact, the very subject was avoided until just prior to
the twenty-first century. Not only was the development of large cities discour-
aged, but specific regulations controlled the size to which a city might grow. The
experience of other countries and, more to the point, our own experience since
the start of reform and opening up prove that it is now time to change this
approach. It is time to start actively promoting the growth of large cities and large
urban clusters.

The origins of the whole concept of ‘urbanization’ in China, and the
process of developing an urbanization plan

In 1980, the State Council approved and transmitted a document, Minutes of the
National Conference on Urban Planning. This set forth policies to ‘restrict the
development of large cities while encouraging the growth of medium-sized and
smaller cities’.

In 1990, a law, The People’s Republic of China Law on Urban Planning,
was passed that incorporated this line of thinking and its resulting policies. It
called for ‘stringent controls over the size of large cities, and rational develop-
ment of medium-sized and smaller cities’. Furthermore, it specified that the
term ‘large cities’ referred to urban districts as well as neighbouring areas that
had a non-agricultural population in excess of 500,000. Medium-sized cities
were defined as urban districts and their surrounding areas with a population of
no more than 200,000. Smaller cities referred to those with populations of less
than 200,000.7

In the late 1990s, this approach to urban planning was modified slightly, with
the formulation of what was called China’s Agenda for the Twenty-first Century.
This aimed at controlling ‘any excessively fast growth of large cities’. The
Agenda also called for developing satellite cities around large cities, and for
developing medium-sized and smaller cities ‘at an appropriate pace’.
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Box 4.2 The debate on urbanization within academic circles in China

Academic debate on China’s correct course of urbanization was extremely
intense in the 1980s and 1990s. Discussions focused on several approaches,
each of which argued for development of different sizes of cities. Debate also
explored ‘diversified development’ and the development of urban systems.

The argument in favour of developing small cities

In 1983, an academic symposium was held to discuss urbanization in
China, in which the unanimous opinion was that ‘China should take a path
of urbanization that conforms to its unique set of circumstances, a socialist
path of urbanization that has its own attributes. ... The path of urbanization
in each region should be appropriate to that region’ (Wu Youren, 1983). In
the concluding report of this symposium, attention focused on a ‘vigorous
attempt to restore and develop small cities and especially the great number
of towns in rural areas’. It was felt that this was ‘in line with a rational
approach, and allowed for great vitality [in the process of urbanization]’.
(Wang Fan, 1990). Once reform and opening up began, the realities of
industrialization in rural areas and a policy orientation of ‘strategic growth
of small cities’, combined with the restraints of a system that kept urban
areas separate from rural areas, meant that this ‘small-city approach’ held
sway throughout the 1980s and into the 1990s.

The argument in favour of developing large cities

At the same time, there were voices raised in favour of developing larger
cities. Feng Yufeng (1983) felt that emphasis should be placed on ‘devel-
oping those large- and medium-sized cities that had the proper conditions’,
as well as ‘core cities’. Rao Huilin and Qu Bingquan (1989) explicitly
noted that large cities could be developed far more efficiently than small
cities. Wang Xiaolu and Xia Xiaolin (1999) believed that the optimum
population size of cities in China, given the country’s circumstances,
should be between one and four million. Rao Huilin and Cong Qi (1999)
pointed out that efficiencies relating to the scale of cities played a primary
and decisive factor, and that China should loosen restrictions on large-city
development to an appropriate degree. Zhou Ganzhi (1998) felt that
China’s more backward regions should first focus on developing large
cities, in order to create focal points that would stimulate the growth of
medium-sized and smaller cities.

The argument in favor of diversified development

Certain scholars attempted to strike a balance among these diametrically
opposite viewpoints. They favored a path of urban modernization that was




Making ‘urban clusters’ the primary form of urbanization 119

more ‘diversified’. This argument favored the urbanization of rural areas but
also the formation of urban hubs and the ‘internalization’ of cities in what
was either a dual approach or a diversified approach (Ning Deng, 1997;
Zhong Xiaoming, 2000). This approach highlighted the coordinated devel-
opment of large, medium-sized, and smaller cities as well as a differentiated
way of handling development in the eastern, western, and central parts of
the country (Yu Xiaoming, 1999; Chen Bochong and Hao Shouyi, 2005).

The argument in favor of developing medium-sized cities

This approach was first proposed by the editorial board of the journal
Dynamic Economics, in 1984.

The argument in favor of developing urban systems

As research into the whole subject of urbanization became more sophisti-
cated, scholars began to feel that developing urban systems should be given
more weight. Zhou Yixing (1988) pointed out that there is no universal
rule about the optimum size of cities. Cities at all sizes and levels of
administration share the need to develop systems. Hu Xuwei (2000), Deng
Wei (200), and Zhao Daye and Cai Yu (2003) noted that urbanization
models should, by nature, be diversified and should apply to cities
administered at different levels of government. For all of these, urban
systems should be the key focus.

Source: Gu Chaolin and Wu Liya: Main results of China’s urbanization studies,
City Issues, Issue 12, 2008.

China began to implement a system whereby ‘municipalities’ administered
‘counties’ in the early 1980s. The rationale behind this was that it would contribute
to the stated policy aim of having urban areas ‘bring along’ rural areas. It would
contribute to the development of small and medium-sized cities, and would
enable them to ‘radiate’ their influence into outlaying areas.

A readjustment of administrative levels of government quickly began, which
also involved setting up new systems. As a result, local areas soon began to turn
themselves into ‘municipalities’ and the number of ‘local-level municipalities’
rose dramatically every year.

In 1978, there were 98 such municipalities. Between 2003 and 2008, there
were 283, or an average annual increase of seven. Prior to the mid-1980s, county-
level municipalities also increased, but at a stable pace of around 10 per year. In
1986, the authorities revised the standards for ‘setting up municipalities’, and the
process of ‘turning counties into cities’ began to accelerate. By the time this
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process was stopped, in the early twenty-first century, it had been going for 15
years and 18.5 new county-level cities had been established on average every
year. In 1993 alone, 48 new county-level cities were established.

The current system in place in China is one of ‘municipalities administering
municipalities’ (which is to say, prefecture-level cities administer county-level
cities). This change is the result of China’s 15-year experience in having ‘counties
administer cities’ and having ‘localities convert themselves into cities’.

Once the conversion of ‘counties into municipalities” was stopped in the late
1990s, localities now began to transform themselves into ‘districts’, in what was
called ‘counties converting themselves into districts’. The decline in the number
of counties was basically matched by a corresponding rise in the number of
‘municipality-administered districts’ (Figure 4.4).

The larger the city, the faster it began to develop

Even as great efforts were being made to develop medium-sized and smaller
cities, and even though there were constant attempts to control the size of large
cities, such control, in fact, became impossible. The physical size of cities contin-
ued to expand and their populations continued to increase (Table 4.3).

Whether measured in terms of absolute numbers of increased population or the
speed of increase, cities with populations of over two million led the way. Their
built-up areas expanded more quickly and their populations grew more rapidly
than smaller cities.

Figure 4.5 illustrates the changes in population and ‘built-up area’ during the
period 1981-2008 for 207 ‘comparable cities’® in China. In the 32 cities with
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Figure 4.4 Change of numbers of prefecture-level and county-level cities.
Source: China Construction Statistical Yearbook 2008.
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Table 4.3 Population growth and area expansion of cities of different sizes

(1981-2008)

1981 2008 Built- Popula-
- ; - - up area tion
Population  Built-up Population  Built-up expansion  growth
(10,000) area (km?) (10,000)  area (km?) (%) (%)
City with>2  4,676.6 3,035.7 14,426.3 12,587.7 414.7 308.5
million
people
City with 1-2 1,376.9 1,254.8 3,694.8 3,971.7 316.5 268.3
million
people
City with 1,937.4 1,738.7 5,341.0 5,510.8 317.0 275.7
0.5-1 mil-
lion people
City with 762.4 798.0 2,147.5 2,482.0 311.0 281.7
0.2-0.5
million
people
City with <0.2 81.1 138.8 187.2 266.1 191.7 230.9

million
people

Source: China Urban—Rural Construction Statistical Yearbook 2008 and the statistical data for

relevant years.
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Figure 4.5 Growth of population and built-up area of cities of different sizes (1981-2008).
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populations of two million or more, the cumulative increase in population came
to 95.52 million people, or double what the populations had been at the beginning
of the period. In the 175 cities with populations under two million, the cumulative
increase in total population came to 72.12 million, not as much as the increase of
just the 32 largest cities. The built-up area of the 32 larger cities increased by
three times, specifically by 9552 square kilometers. The built-up area of the 175
smaller cities increased by 8300 square kilometers, also not as much as the
increased area of the larger cities.

It should be noted that the increase in built-up area had a certain irrationality
to it, so discrepancies also existed in the figures, and there was an overall decrease
in the density of populations as analyzed in the text above. Both increase in built-
up area and speed of population increase in the smaller cities, whether they were
between one and two million, or 500,000 and one million, or 200,000 and
500,000, was roughly the same. Increases in all cases were notably below those
in cities of two million or more in population but also notably higher than those
in cities below 200,000 in population.

Urban economies are characterized by the way in which they have progres-
sively increasing economies of scale, as well as progressively increasing econo-
mies of concentration. The larger the city, the more efficient it is.

Empirical analysis of large numbers of cities both inside and outside China
shows that cities with the highest rates of efficiency are frequently largest. In the
early period, town-and-village enterprises were mainly distributed throughout the
‘home territory’. Later, as reform and opening up proceeded, such enterprises but
especially those that had foreign investors, began to migrate toward the peripher-
ies of large cities and urban clusters, where they invested in plant and equipment.
This ‘rational decision’ on their part proves that the problems associated with
‘urban syndromes’ were more than offset by the benefits of the economies of scale.

Table 4.4 shows the circumstances surrounding the growth of China’s
10 mega-cities between 1981 and 2008. The data indicates that the growth
of these cities far outpaced the national average. It was much faster than the
average rate of growth of cities altogether, but even faster than the growth rate of
smaller cities.

According to urban policies that ostensibly placed strict controls on large
cities, China’s largest cities should have been tightly constrained, yet their popu-
lations increased enormously. Shanghai’s population increased by 12.02 million,
Beijing’s by 9.72 million, Guangzhou’s by 6.53 million, Chongqing’s by 6.9
million, and Tianjin’s by 2.58 million. The built-up area of these cities also
expanded enormously, Shanghai’s by 606 square kilometers, Beijing’s by 376,
Guangzhou’s by 553, Chongqing’s by 970, and Tianjin’s by 289.

To a very large degree, urbanization is a function of the market. Large
cities contain more jobs, higher levels of public services, and a relatively
better environment for investment and innovation. As a result, they are the
preferred option as a population migrates and flows toward opportunity. Trying
to control the growth of large cities is simply not in accord with the realities of
how cities develop.
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Table 4.4 Development of China’s top 10 mega-cities in 1981-2008

Urban  Built- Urban  Built-  In- Growth Increase Growth
popula-  up popula-  up crease  of of urban  of urban
tionin  areain tionin areain of built- built-  popula-  popula-
1981 1981 2008 2008 up area up area tion tion (%)
(10,000) (km?)  (10,000) (km?)  (km?) (%) (10,000)
Shanghai  613.0 142 1,815.08 860.2 7182  605.8  1202.1 296.1
Beijing 466.4 349 1,439.10 1,310.9 9619  375.6 972.7 308.6
Guangzhou 233.8 162 886.55 895.0 733.0 5525 652.8 379.2
Chongging 190.0 73 879.96 7084 6354 9704 690.0 463.1
Shenzhen 4.5 100 876.83 7879 6879 7879 872.3  19,485.1
Tianjin 380.9 222 639.02 6409 4189  288.7 258.1 167.8
Wuhan 263.0 174 596.00 460.0 286.0 2644 333.0 226.6
Zhengzhou  85.9 65 47945 3287 263.7 505.6 393.6 558.1
Nanjing 170.2 116 478.16  592.1 476.1 5104 308.0 280.9
Shenyang  293.7 164 468.00 370.0 206.0  225.6 174.3 159.3

Source: China Urban—Rural Construction Statistical Yearbook 2008.

Certain countries have already basically realized the process of ‘urbanization’,
and their experience shows that large cities still have the greatest attraction to
people. Among OECD countries, large cities are where people increasingly live.
More than 70 per cent of the population lives in areas that are administered by
cities, and the growth rate of large urban populations is also the greatest (growing
at an average rate of 0.8 per cent per year). Population growth rates of smaller
cities (those with populations of between 100,000 and 500,000) are smaller than
those of any other size of city. Their growth rates are also less steep (only some
0.4 per cent per year). Growth rates of medium-sized cities exceed those of
smaller cities but are still lower than those of larger cities (OECD, Background
Report, 2010). See Figure 4.6.

Metropolitan areas are continuing to grow in OECD countries. In some cases,
the population in a given metropolitan area totals some one-half of the entire
population of the country. Seoul, Randstad, and Copenhagen account for 44—48
per cent of the total populations of their countries. Since 1995, populations in the
metropolitan areas of OECD countries have been growing at an annual rate of 1
per cent. Among major cities, Phoenix, Atlanta, and Toronto have been growing
at a rate that is several times the rate of OECD countries overall.

The populations of a number of other metropolitan areas are growing at more
than twice the rate at which the country’s overall population is growing. Such
cities include Luanda, Miami, Guadalajara, and Washington DC. The populations
of Madrid, Seoul, Sidney, and Mexico City are growing at faster rates than the
populations of their countries.

Ongoing population growth of large cities is the logical result of ongoing
economic concentration. In 2005, the top 30 cities in the world as ranked by
GDP accounted for around 16 per cent of global GDP. The top 100 cities
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in OECD countries (1995-2005).

Note that this analysis only uses city-led population area. ‘Small city’ refers to a population
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people, and ‘large city’ refers to a population with 1-1.5 million people.

Source: Based on OECD regional database.

accounted for 25 per cent of global GDP. The contribution of large cities to GDP
is particularly high in some developing countries. In 2005, Mexico City occupied a
mere 0.1 per cent of Mexico’s area and yet provided 30 per cent of its national
output. Luanda, the capital of Angola, occupied 0.2 per cent of the country’s area
yet also provided 30 per cent of national output. The largest cities in Hungary,
Kenya, Morocco, Nigeria, and Saudi Arabia all accounted for 20 per cent of
national output in 2005, though they occupied less than 1 per cent of their country’s
territory (World Bank, 2009).

The conclusion of the World Bank is that the greater the economic concentra-
tion of a country, the greater the density of wealth.

Urbanization is the process by which cities of all sizes are able to nurture
their growth. Cities of all sizes have an imperative to grow, but some find it
difficult to accomplish this. Critical conditions relate to specific circumstances,
including the geographic setting of a city. Growth cannot rely solely on ‘size’.
It is therefore unscientific to call for developing cities of all sizes without taking
all conditions into account, including regional industrial structure, capacity
to provide employment, resource endowment, and carrying capacity of the
environment. [Policy approaches that try to resolve complex problems with
uniform solutions are to be avoided.]
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Provide policy guidelines for small towns that are tailored to
each situation, by classifying towns in a number of categories

Small towns are necessary as a supplementary form in the process of urbaniza-
tion,” but on the whole they represent urbanization that is low-density, widely
dispersed, and not compact. Policies should be tailored to various types or catego-
ries of small towns in order to guide their development. Those that are situated in
urban clusters or near large cities should be encouraged to develop, to concentrate
human populations, and to assume some of the special functions of ‘functional
urban clusters’. Those that have unique and irreplaceable resources should be
encouraged to use their resource advantages in becoming distinctive and appeal-
ing in one way or another. Small towns located in the main agricultural parts of
the country, or those in key ecological zones, should receive support for develop-
ing public services so that they become public-service centers for a given region.

The initial recommendation to develop small towns in China, and the
evolution of the concept

China’s reforms began in rural areas. From the late 1970s to the early 1980s, rural
areas led the way in opening up markets for products and revitalizing the econ-
omy. The traditional market-centered commerce revived. Pervasive shortages of
all products but particularly light industrial and textile products, gave town-and-
village enterprises ample room for business opportunities. The ‘household
contracting system that tied production to compensation’ was initially aimed at
agricultural products, but when it was applied ‘in an all-round way’ to production
in general, town-and-village enterprises grew tremendously. Surplus labour in the
countryside was released to participate in the process.

These two factors, one commercial [the markets] and one industrial [the mode
of production], rejuvenated places that held town and township governments
in certain regions. One of the most notable of such regions was in southern

Table 4.5 Development of China’s county cities and administrative towns (1981-2008)

Year County city Administrative town
Number  Built- Popula- Number Built- Popula-
(10,000)  up area tion (100 (10,000) up area tion (100
(10,000 million) (10,000 million)
km?) km?)
1990 1.01 0.825 0.61
1995 1.5 1.3860 0.93
2000 1674 1.3135 1.42 1.79 1.8200 1.23
2005 1636 1.2384 1.00 1.77 2.3690 1.48
2008 1635 1.4776 1.30 1.7 3.016 1.38

Source: China Urban—Rural Construction Statistical Yearbook 2008. No data about county cities
before 2000 are available.



126  China’s new urbanization strategy

Jiangsu province. While continuing their function as political centers in agricul-
tural communities, on top of their educational and cultural activities, these places
now became market centers with concentrations of town and village industries,
in addition to playing a role in education and culture.

One scholar was acutely aware of the significance of what was happening. Fei
Xiaotong [an eminent sociologist and anthropologist, who died in 2005], began
to publish a series of articles based on his surveys and research.

Box 4.3 Fei Xiaotong and small-town development in China

Fei Xiaotong led his survey team to Jiangcun for a sixth visit on 2 May
1983. In September of the next year, he published an article, Large issues
regarding very small places, in the journal Outlook. This turned China’s
rural reforms into a very hot topic. Mr Fei felt that emerging small towns
could serve as ‘nodes’ in connecting similar towns throughout the country-
side and also linking those towns in an organic way to cities. They could
thereby serve as ways to connect two very different economies. From the
standpoint of both theory and practice, he began a systematic description of
how small towns in China could serve to revitalize rural economies and
rural industry, could shift surplus labour away from agriculture, and could
provide a solution to the huge population problem.

From 3 to 8 October 1983, Fei Xiaotong conducted a seventh survey in
Rivertown. In the course of this visit, he pointed out that the resurgence of
small-town economies could be attributed to rural industry. He also expressed
his views on the ties between rural enterprises and urban enterprises, and on
such things as the flow of surplus rural labour, the logistics of moving prod-
ucts, the nature of household sideline businesses, urban planning for the
build-up of market towns, pilot-site reform projects for modifying administra-
tive management systems, and so on. He later published these ideas in Xinhua
Daily on 2 May 1984, in an article entitled Another look at small towns.

Fei Xiaotong paid his eighth visit to Rivertown between 21 and 23
October 1984. This time, his research focused on the ways that rural enter-
prises and regional economies could link up urban and rural areas. He felt
that this was a breakthrough in terms of how China thought about small
towns. Although research was at the most preliminary stage, he felt that
town-and-village enterprises could serve the function of helping reform
socioeconomic systems in China’s cities. They could aid in taking the
whole subject of ‘social value systems’ of urban areas to a deeper level.
This was highly significant in the whole process of revitalizing small towns
and researching the growth of town-and-village enterprises. It had major
consequences for socio-economic development.

After leaving Wujiang, Fei Xiaotong visited Zhenjiang, Yangzhou, and
Nanjing, after which he wrote a series of articles called Small towns and
new discoveries, which were also published in Outlook.
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In 1984, Mr Fei published a number of articles that attracted the attention
of the Central Committee of the Communist Party of China as well as rele-
vant government departments. The articles included [four articles: Small
Towns and Big Problems, Rediscovery of Small Towns, Small Towns
Primary Exploration of North Jiangsu, New development of Small Towns].

Source: Fei Xiaotong: Rediscovery of small towns, Xinhua Daily, 11 January 1984.

It is worth noting that Fei Xiaotong primarily discussed small towns in the
context of rural affairs. He advocated the development of small towns mainly in
terms of the emergence of the new force of ‘town-and-village enterprises’. This
may have been the result of a number of factors, including the ‘combining of
agriculture—industry—commerce’ during the period of the people’s communes, or
fixed ideas about resolving all rural issues within the context of the countryside.
Or it may have been due to the deep-seated belief that the rural population had to
be kept from migrating into cities.

The result was that the country adopted policies to develop small towns and
industries in situ, through a policy known as ‘leave the earth but not the home-
land, enter factories but not cities’. Given the above factors, this decision about
how to modernize China’s agriculture may have been inevitable.

Advocating the development of small towns was also brought on by two over-
seas considerations. The first was China’s desire not to create the kind of slums
that were afflicting some developing countries. In those cases, a rural population
surged into cities, urban populations increased dramatically in a brief period, and
the result was impoverished conditions in urban slums. The second overseas
consideration was the phenomenon of a so-called ‘counter-urbanization’ in
developing countries as people from cities flowed into suburbs, which then
became bedroom communities. China felt that it could avoid this problem by
having its own rural population move directly into small towns and cities.

Seen from today’s perspective, the understanding back then was, to a degree,
rather limited. The phenomenon of slums in some developing countries was due
to a surge of population into cities just at particular times when that population
exceeded the economic capacity of those cities, and the abilities of public services,
housing in particular. One of the root causes of the problem in such countries was
the system governing land in rural areas. Still, the very fact that people who had
been dispossessed of their land would surge into cities was, by itself, an expres-
sion of the fact that cities had more job opportunities. In China, farmers will not
simply take up and abandon their land for no reason at all. The State government
and all other levels of government will also not tolerate farmers losing their land.
As for the issue of ‘suburbanization’, this occurred in specific times in certain
developed countries and was a temporary, exceptional, and non-mainstream
phenomenon. Moreover, those who moved to suburbs were mainly from the
middle classes, who did not move there to find jobs. The trend has already
changed in recent years and there is now a tendency to move back into large cities.
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China’s national situation, in terms of a scarcity of land, dictates that it cannot
allow people to move from cities into suburbs in order to live in a low-density
spread-out way. This is simply not an available option.

Small towns and cities cannot become the main form of urbanization
in China in the future

Many small towns are not equipped to handle the functions required of a city.
The size of a city determines the services it should undertake to supply and the
scope of duties it should aim to encompass. These might include being an
economic center, a political center, a cultural or education or political center, a
manufacturing base, a center for logistics, a trade center, and so on. Small towns
are regional centers for political, cultural, and medical services, and for maintain-
ing the public order. They can concentrate public services and serve as centers
for such things as agricultural technology, and they can also develop certain
primary-level services targeted at health or materials or other specific needs.
Examples might be catering, warehousing, or certain kinds of commerce. Due to
their limited size and the limited radius within which they supply services,
however, small towns will find it hard to develop highly concentrated advanced
services. They cannot grow industries that need a higher ‘threshold of popula-
tion’. This includes activities that deal with assets in one way or another, such as
accounting, legal services, R&D, and the securities and investment industries.
Small towns can also form concentrations of industry, but within certain
constraints. Those that are far from cities must generally rely on the features or
resources of their own locality. They cannot concentrate industry in any major
way, or else they become large cities.

These specific functions of small towns mean that few of them will be able to
create sizeable numbers of jobs in a sustainable fashion. No matter how support-
ive policies might be, they will not grow into large and powerful places. Policies
in favour of indiscriminate development of small towns in places like China’s
sparsely populated far west or the northeastern part of the country have therefore
been counter-productive. In trying to grow the economies and increase the built-
up areas of such places, policies have contributed to ‘blind’ establishment of
development zones, to blind development of industry, the occupation of huge
amounts of arable, and ‘growth’ that has disregarded the public-finance resources
to support it. We are already paying a high price for these mistakes.

A few small towns will indeed be able to develop and become vehicles for
sustainable creation of jobs. Our own experience in the Pearl River delta and
Yangtze River delta areas, as well as considerable international experience,
shows that small towns on the periphery of urban centers can help them perform
certain special functions. They can become a part of the larger regional economy
or a part of the process of ‘functional urbanization’. They can indeed become a
major force in their own right, with some serving as processing bases for manu-
facturing, some as logistical centers for goods, some merely residential areas or
places for recreation. In these cases, we do want to encourage the development of
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Figure 4.7 Gross regional product of China’s Counties in 2007 (in units of 100 million
yuan)

Source: Based on the county-specific economic statistical data of the National Bureau of
Statistics.

small cities by concentrating populations in these places and parceling out speci-
fied functions of the urban clusters.

In order to analyze the regional distribution of economic activity, we have
divided gross regional product [GRP] into nine discrete levels. Figure 4.7 shows
that the counties in the top level of gross income tend to be located in three
specific types of regions. The top 150 counties (which include county-level cities
and districts not administered directly by cities) are distributed as follows.

First, they are located in areas around mega-cities. They have become key
constituent parts of those cities. Foremost among them are counties that directly
service cities, such as the counties under the jurisdiction of Shanghai, Beijing,
and Tianjin. They include ‘counties’ that in recent years have been turned into
‘districts’. Other examples include the Fanyu and Huadu districts in Guangzhou,
the Shapingba, Kiulongpo, and Yubei districts in Chongqing, the Xiaoshan
district, Tonglu county, Chun’an county, Jiande city and Fuyang city in
Hangzhou, the Pukou and Liuhe districts of Nanjing, and the Wenjiang county
and Changgqing district in Chengdu.
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The second type of front-ranking counties are located in relatively mature
urban clusters or ‘urbanized areas’. These include Jiangyin city, Kunshan city,
Zhangjiagang city, Changshu city, Wujin district, Yinzhou district, Xiangshan
county, Ninghai county, Yuyao city, and Shaoxing county in the Yangtze River
delta, and Dongguan city, Chancheng district, Nanhai district, Shunde district,
Sanshui district, Zengcheng city, Doumen district, and Xinhui district in the Pearl
River delta.

The third type of front-ranking counties is made up of those that have unique
resources. These include Fengrun district and Qian’an city in Hebei, the Zhungeer
banner and Dongsheng district in Inner Mongolia, the Bayuquan district in
Liaoning, and the Korla and Shihezi cities in Xinjiang.

In terms of the distribution of population in front-ranking counties, we can see
that some ‘administered towns’ in certain districts have considerable attraction to
people, while most do not. Using data from the China Urban—Rural Construction
Statistical Yearbook, we can see that, in 2008, the total of 19,234 administered
towns in China had a total ‘temporary’ or transient population of 25.31 million
people. Some 46 per cent of the transient population in these towns was living in
only four provinces (or cities), namely Shanghai, Jiangsu, Zhejiang, and
Guangdong. While these had considerable ‘magnet appeal’, therefore, adminis-
tered towns in other areas did not.

The cost of developing small towns is very high in terms of the resources
required. China’s fundamental situation, given its huge population, is that only a
tiny amount of the country’s limited land and scarce energy can be put towards
space for human residences and development. If our policy orientation aims to
develop small towns, we will see the phenomenon of each and every small town
attempting to expand its built-up area by occupying more land. Even if each takes
up only a small amount of land, in the aggregate, the amount will be considerable.
If each uses only 1.6 square kilometers for its ‘built-up’ area, for example, the
total will come to 30,000 square kilometers. Given that there are 138 million
people in such towns, the population density will then be only one-half what it is
in cities, on average.

Put in other terms, if all of this small-town population lived in larger cities, it
would require just 13,800 square kilometers of space. This would conserve 17,000
square kilometers of land and would result in a far higher urban density nationwide.

China cannot afford to have its population live on the outskirts of large city
centers, as people do in some countries, using multiple cars per family to get to
jobs, living in houses that are separate from one another, commuting on highways
that occupy considerably more land as well. The extensive sprawl that such of
model of development entails is not feasible in this country. As a result, it is
equally infeasible to have small towns serve as the main residential location of
our urban population. Most of our urban population will have to be concentrated
in compact cities, living in densely populated large-city urban centers.

The cost of developing small towns is also very high in terms of the social
costs involved. Large cities have their ‘urban syndromes’, but small towns also
have their ailments. If we were to allow small-town development to become our
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major form of urbanization, this would require the creation of tremendous
numbers of job opportunities in small towns. This in turn would require growing
the economies of such places, which would necessarily involve building a ‘devel-
opment zone’ in each one. China has 19,000 ‘administered towns’. If each one of
them were to build such a zone, occupying an average of two square kilometers
to do so, the amount of land so occupied in the country would approach 40,000
square kilometers.

By and large, administered towns in China have poorly developed planning
processes. They grow in a blind manner. Some very small places have highways
going through them that have six or even eight lanes. Some have built themselves
up to accommodate 150,000-200,000 people, when at the present time they only
have 20,000 occupants. Some have planned for huge parks in the middle of town,
thereby not only wasting precious farmland but also ensuring that they will be
unable to realize overly ambitious ideas. In a country with such a huge popula-
tion, indiscriminate development of small towns will result in turning the regions
with developed economies and high population densities into places with no
farmland, little in the way of green space, countless smoke stacks, congested traf-
fic, and overflowing sewage. It will lead to a chaotic [un-zoned] mixture of indus-
try and human habitation.

Small towns, as they are being generated spontaneously in China, have no
scientific precepts when it comes to thinking about sources of drinking water,
prevention of floods, earthquake mitigation procedures, and so on. Moreover,
places that once had great cultural and historic value are losing their unique qual-
ity in the midst of the rush to ‘build big, build fast, and do it now’.

Indiscriminate development of small towns, as one model of urbanization, is
also environmentally disastrous. The cost of building basic infrastructure alone is
monumental in terms of damage to ecosystems. Overly dispersed industry
requires that infrastructure be built in a form described as ‘mosquito-net build-
out’. It requires high-voltage power grids that march in all directions. This then
necessitates the building of high-voltage power plants throughout the land. The
power shortages that characterize some regions are not generally due to lack of
power, but rather to problems with the grid. Some places have already taken up
all available space with factories, and it is hard to find space for the footprint for
the electricity pylons.

In addition to the above considerations, another key factor argues against making
small-town development the primary mode of urbanization in China. That relates
to the country’s unique way of dividing up administrative [governing] units.
Continuing to put great effort into developing small towns, as we have been doing,
means that we unavoidably continue the process of upgrading administrative levels.

China divides its governing units into multiple levels of administration, and
each level gets heavily involved in business activity. ‘Developing a small town’
is therefore equivalent to developing one’s own seat of government, developing
one’s own political center. However, when everyone can grow in size, nobody
can. When everyone can do it ‘all’, nobody can. When everyone tries to attract in
farmers to help build up their economy, nobody can.
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China has now experienced years of having policies that support the development
of small towns. Despite these policies, however, the great majority of small towns
have not in fact grown in strength. The towns have indeed occupied land, built
development zones, created fairly impressive basic infrastructure in many cases.
They have extended preferential policies in order to attract investment, but the
result is still an exodus of people moving to other places for jobs.

Between 1990 and 2008, the amount of land devoted to ‘built-up areas’ in
administered towns expanded from 8000 square kilometers to 30,000 square
kilometers. The number of people in these places went up at much more modest
pace, from 60 million to 138 million. The amount of space being used went up
by an average of 7.5 per cent per year, while the number of people went up by an
average of only 4.6 per cent per year.

The increase in the ‘total population in administered towns’ has been caused
mainly by the increased number of such towns. An average ‘administered town’
in the 1990s included around 6000 people, while the figure now is around 8000.
Even this increase has been brought on in large part by the merger of adjoining
localities as development spreads in all places at once. It has not primarily been
due to the growth of any one individual town.

Meanwhile, the average population size of county seats has declined, from 85,000
people in the year 2000 to the current 77,000. By 2005, the total number of ‘admin-
istered towns’ had basically stabilized at 17,000. The total population in these towns
had peaked at 148 million. In recent years, the total population of administered
towns has been declining. It went from 140 million in 2006 to 138 million in 2008.
This was a decline of over 10 million people within the space of three years.

‘City clusters’ should become the main form of urbanization
in China

The Central Committee of the Communist Party of China presented its recom-
mendation on the 11th Five-Year Plan, as contained in the document
Recommendation on formulating the 11th Five-Year Plan for national economic
and social development. This document brought out the following points.

‘The Pearl River delta, the Yangtze River delta, and the Bohai urban hub
should continue to play their leading role in stimulating inland economic devel-
opment and in radiating their influence into neighbouring areas. They should
further the process of creating a division of labour among cities and enabling each
to support the others with their particular advantages. They should aim for
increasing overall competitiveness of the clusters as a whole.

‘In regions where conditions permit, mega-cities and large cities should serve
as the ‘dragon heads’ in creating comprehensive urban plans for new city
clusters. Land use should be kept to a minimum in these places, job opportunities
should be maximized, capacity to concentrate factors should be quite strong, and
population should be distributed in a rational manner.’

The 11th Five-Year Plan also notes, ‘City clusters should become the main
form by which urbanization is carried forward. The country should gradually set
up a spatial configuration that has several urban clusters that are well coordinated
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and sustainable. The vertical axis of such clusters will include the Harbin—
Beijing—Guangzhou rail line along the coast; the horizontal axis will follow along
the Yangtze River and Longhai rail line. Other cities and small towns will be
distributed in a ‘dotted’ pattern, separated by land that is permanently set aside as
farmland and districts that are permanently declared to serve ecological func-
tions. The urban clusters will be the focal points.’

The 17th National Party Congress went further in stipulating that, ‘the country
must cultivate a new axis of economic growth, with urban clusters exercising a
strong radial influence, and relying mainly on extra-large cities. Strengthening
carrying capacity in a comprehensive way should be the main focus.’

‘Developing urban clusters’ has already become a major policy initiative on
the part of both the Party and the State government. Issues that remain relate to
deciding exactly which cities to develop, and how to develop them.

The concept of ‘city clusters’

The concept of ‘city clusters’ was first proposed in 1961 by the French geogra-
pher Jean Gottman, in a work entitled Megalopolis [in Chinese, this becomes
‘large-city clusters’]. Gottman used this term to describe the conjoining of five
large urban hubs on the east coast of the USA. He regarded this as being the
ultimate end of the process of urbanization.

After this initial presentation of the idea, definitions began to change as the field
of urban development progressed, and a number of other conceptual ways to
describe ‘urban clusters’ began to appear. These included metropolitan areas,
metropolitan hubs, large urban hubs, greater metropolitan area, urban strips, urban
spheres, city sprawl, and so on. The starting point for all these descriptions and
concepts about urban forms may have been somewhat different, but the underly-
ing substance of what they were describing was similar. Essentially, they all
referred to the spatial configuration within which urban functions were carried out.

City clusters as defined by some Chinese scholars include the following
characteristics.

Such ‘clusters’ have a certain number of cities within a certain prescribed area
that differ in terms of characteristics, types, levels of administration, and size.
They feature one or two ‘mega-cities’ as core cities. They maintain internal
connections among cities by relying on modern transport and comprehensive
logistical networks, as well as high-speed information networks. As a unit, they
comprise a fairly complete urban agglomeration (Yao Shimou, 1992).

The term “urban cluster’ as used in this report refers to the ability to carry on
commercial activity within a certain unit of space, with one or two cities serving
as ‘primary’ or as ‘centers’, and with a number of small and medium-sized
cities, or small towns, distributed around them but discrete and not conjoined.
These smaller cities are separated by farmland, forests, water surfaces and other
such forms of ‘green space’. They are connected by highly effective networks
of basic infrastructure (Ma Kai, 2006). As such, urban clusters are a highly
evolved form of urban space and result only when large cities have developed
to a certain stage.
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Urban clusters have become the primary trend of urbanization
throughout the world

Urban clusters are both the venues of job creation and places where people live.
They support economic growth and so are central to any country’s ability to be
competitive on an international basis. In the great majority of situations, urban
clusters exhibit a high level of productivity. This productivity is related to the
degree of economic specialization in a given cluster, to density and composition
of human and material resources, and to the degree of innovation.

Due to fairly high levels of productivity, such clusters generally have
GDPs that are higher than the national average. Since they have multiple
centers, urban clusters are able to avoid the problem of having overly concen-
trated urban functions and the ‘urban syndromes’ that can be brought on by
having everything focused in one huge mega-city. Moreover, since they are a
fairly concentrated expression of one particular region, they generally can be
effective in lowering development costs. They can avoid the loss of land that
goes with a more extensive or ‘sprawling’ form of urban development. They
are therefore useful in conserving land and conserving ecosystems and
natural environments. They lift the ability of the public to enjoy [higher]
basic infrastructure.

The main modes and speeds of urban development in the world have been
changing substantially since the 1950s. This has been the result of advances in
science and technology as well as in urban industries on the one hand, which have
brought populations, investment and technology into large cities and their
surrounding areas at a very fast speed (Dicken, 1992, 1994). On the other hand,
the speed with which transportation systems have developed has enabled cities to
go from a long-term process of inward concentration to a more dispersed form of
growth out towards suburbs. High-income earners have moved from urban
centres to their peripheries, and as a result industries have also suburbanized.
Suburbs have expanded dramatically, leading to the appearance of new cities on
the edges of existing large cities (Meyer, 1991).

This two-way movement, with concentration towards the center and then
dispersing towards the periphery, has propelled large urban clusters to expand at
a rapid rate, or, one could say, it has made urbanization itself ‘expand’ at a rapid
rate. It has led to conjoining of cities with their surrounding new cities, creating
clusters that have large-city nuclei surrounded by areas with which they maintain
close economic ties. The core city and its outer areas have maintained close inter-
relations, a certain degree of spatial differentiation, a regional division of labour,
and distinct landscape features.

Since the 1980s, socioeconomic changes, but particularly the ‘informatization’
of society and the trend toward economic globalization, have also propelled
changes in the forms of the world’s urbanization (Castells, 1989, 1994). In recent
years, the growth of large cities and urban clusters has been dramatic and represents
the trend of urbanization globally. Moreover, each of these is now playing a key
role in the broader global urban system.
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Research indicates that America’s three main urban clusters, namely the
Greater New York area, the Greater Great Lakes area, and the Greater Los
Angeles area, account for 67 per cent of America’s GDP. Japan’s three main
urban clusters, namely the Greater Tokyo area, the Osaka—Kobe area, and the
Nagoya area, account for 70 per cent of the country’s GDP.

Places around the world that are generally regarded as urban clusters include
the Greater London area, the Greater Paris area, the Berlin—Brandenburg area, the
Randstad area (in the Netherlands), the Greater New York area, the Greater Los
Angeles area, the Northern Ohio area, the three major urban hubs in Japan, the
Greater Moscow area, the Toronto area and the Greater Vancouver area, and the
Seoul urban hub.

By looking at global urbanization trends, one can see that the growth of
urban clusters is closely related to shifts in the center of gravity of the world’s
economic activity. After the eighteenth century, the Industrial Revolution turned
England into the center of world economic growth and, as a result, London and
central England became a large city belt or urban cluster along the London—
Liverpool axis.

In the nineteenth century, the emergence of the European continent as an
economic force turned Western Europe into the center of world economic
growth. Accordingly, urban clusters of varying sizes were formed in the Greater
Paris area, the Rheine—Ruhr Area, and the central part of the Netherlands and
Belgium. These centered on the large cities of Paris, Brussels, Amsterdam, and
Bonn, and formed a Y-shaped axis of development.

In the twentieth century, the center of world economic growth shifted from
Western Europe to North America. Accordingly, the Boston—New York—
Washington urban cluster and the Great Lakes urban cluster formed in the north-
east and central parts of the USA.

After the Second World War, the rise of the Japanese economy with its
accelerated pace of industrialization and urbanization turned the eastern part of
Japan into a giant urban cluster along the Tokyo—Osaka axis.

It is worth mentioning that the center of economic growth in the world is now
shifting toward the Asia—Pacific region. In the twenty-first century, China is in
the process of becoming a new ‘growth node’ in global economic development.
One can foresee that the new urban clusters of the twenty-first century will
emerge in China. They will be found in the Pearl River delta, the Yangtze
River delta, and the Beijing—Tianjin-Tanggu Area [or ‘Jing-jin-tang area’].
(Wu Chuanging, 2004).

The current process of developing urban clusters in China

Nearly 20 cities and regions in China have already formally declared that
they intend to build themselves up into urban clusters, according to data that
is still partial. Only three true urban clusters currently exist, however. These
are the three centering on the Yangtze River delta, the Pearl River delta, and the
Jing-jin-tang area.
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Box 4.4 The evolution of various forms of urbanization in the
USA and Japan

In the USA, cities with a population of more than one million grew by
117 million people between the years 1950 and 2000. This represented
83 per cent of the incremental growth in urban populations in the
country, and 90 per cent of the total growth in the population of the
country at large.

Quantities of people flocked into the northeastern urban areas, including
Boston, New York, Philadelphia, and Baltimore, and into the central Great
Lakes area, including Pittsburgh, Cleveland, Toledo, and Detroit. The rapid
development of large cities and ongoing growth of urban clusters turned
these two areas into vast urban clusters. The two areas are made up of more
than 20 large cities, each of which has a population in excess of one million.
The two areas account for more than 70 per cent of manufacturing in the
USA. These ultra-large urbanized areas have become the most industrial-
ized and urbanized parts of the country and hold its highest density of
population.

The Greater New York Metropolitan area is located in the northeastern
part of the USA, on the west coast of the Atlantic Ocean. New York City
serves as its core area but it extends across three states: southwestern
Connecticut, the five boroughs of New York, Long Island, the lower
reaches of the Hudson River valley, and northern New Jersey. The area
includes 31 counties within its sphere of influence, covers 33,600 square
kilometers, and contains nearly 20 million people.

While it covers only 1.5 per cent of America’s total land area, this area
encompasses 20 per cent of America’s population. Its manufacturing
constitutes one-third of all manufacturing in America.

Japan’s urbanization occurred in step with the country’s process of
industrialization. Large numbers of people began to shift from small cities
and rural areas toward the coastal regions along the Pacific. In the process
of industrialization, four major industrial regions formed, centered on
Tokyo, Osaka, Nagoya, and Fukuoka. In the 1960s, these accounted for 70
per cent of the country’s gross industrial output at a time when heavy
industry predominated in the country, but occupied only 12 per cent of the
country’s land. With structural changes in economic activity and the
growth of cities, the eastern corridor gradually began to form three large
metropolitan hubs. Tokyo serves as the center of the Capital hub, Osaka as
that of the Kinki hub, and Nagoya as that of the Central hub.

In the years between 1955 and 1970, 7.5 million people flowed into these
three metropolitan hubs. After the 1970s, as the growth rate of Japan’s
economy began to moderate, urbanization also began to slow down and
fewer people flowed in to the three major centers. At that point, a more
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apparent trend was the practice of commuting back and forth between
neighbouring regions and these urban hubs.

Since the second half of the 1980s, influenced by the ‘great waves’ of
informatization and globalization, factories have increasing dispersed out
of urban centers toward ‘local hubs’. They have even dispersed away from
‘local hubs’ to production overseas. The urban functions of the Tokyo area
have only been strengthened by this, however, since Tokyo continues to be
a commercial center. Populations are therefore once again beginning to
move closer to the city center.

Source: Wu Chuanqing: Overview of world city clusters, Ningbo Economics, Issue
04, 2004.

One can see from the data in Table 4.6 that these three urban clusters already
occupy 3.25 per cent of China’s total land mass. That is, they stand on more than
310,000 square kilometers of space. They hold a concentration of 200 million
people, which is 15.16 per cent of the country’s total population. In 2000, the
number of people in these urban clusters was 15.08 per cent of the total, which
shows that people are still moving toward these urban centers.

In 2006, the GDP produced by the concentrations of activity in the urban clusters
came to RMB 9.1489 trillion, which was 40.32 per cent of the country’s total GDP.

The density of population in these places reached an average of 643 people per
square kilometer in 2006, which is still less than that in Japan’s three major
metropolitan hubs where, in 2000, density was 757 people per square kilometer.

In terms of density of population in administered areas, the Pearl River delta is
the most densely populated of China’s three clusters, with some 1258 people per
square kilometer. This density is 1.5 times that in the Yangtze River area, and 3.4
times that in the Jing-jin-tang area.

By way of contrast, density in Japan’s three metropolitan hubs is higher, with
757 people per square kilometer which is 1.23 times the density in China’s urban
clusters. From an overall perspective, it is clear that the process of concentrating
populations in China’s urban clusters has a ways to go. (Yuan Xin and Tang
Xiaoping, 2008).

As noted above, the GDP generated by America’s three main urban clusters
contributes 67 per cent to the country’s total GDP. That generated by Japan’s
metropolitan hubs contributes 70 per cent to its GDP. In China, the contribution
of the three main urban clusters comes to only around 40 per cent of total GDP.
Moreover, the role and contribution of the major cities in these areas is also on
the low side.

New York accounts for around 24 per cent of America’s GDP. Tokyo accounts
for 26 per cent of Japan’s GDP, London for 22 per cent of UK’s GDP, and Seoul
for 26 per cent of Korea’s GDP.
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Table 4.6 Development of China’s three major city clusters (2006)

Region Population Administrative  Population ~ GDP

area density
(persons/
km?)

Quantity Ratio  Quantity  Ratio
(10,000) (%)  (km?) %

Quantity Ratio
(100 million %
yuan)

1. City cluster in 8,471 641 100,242 0.10 845 38,149 16.81
Yangtze River delta
Shanghai 1,815 1.37 6,341  0.01 2,862 10,366 4.57
Eight cities in 4,037 3.05 48512 0.51 832 17,346 7.64
Jiangsu Province
(Nanjing,
Zhenjiang, Wuxi,
Changzhou,
Suzhou, Nantong,
Yangzou, and
Taizhou)
Six cities in 2,620 198 45389 047 577 10,436 4.60
Zhejiang Province
(Hangzhou, Ningbo,
Jiaxing, Huzhou,
Shaoxing, and
Zhoushan)

2. City cluster in Pearl 5365 4.06 42,631 044 1,258 34,080 15.02
River delta
Hong Kong 681  0.52 1,068  0.00 6,376 13,980 6.16
Macao 50 0.04 16  0.00 31,250 1,116 0.49
Nine cities in 4,634 351 41,547 043 1,115 18,984 8.37
Guangdong Province
(Guangzhou,
Shenzhen,
Dongguan, Foshan,
Zhongshan, Zhuhai,
Jiangmen, Huizhou,
and Zhaoqing)

3. City cluster in 6,203 4.69 168974 1.76 367 19,259 8.49
Beijing—Tianjin—
Tanggu area
Beijing 1,581 1.20 16,808 0.18 941 7,870 3.47
Tianjin 1,075 0.81 11,920  0.12 902 4,359 1.92
Seven cities in 3,547 2.68 140246 1.46 253 7,030 3.10
Hebei Province
(Tangshan,
Langfang, Baoding,
Qinhuangdao,
Zhangjiakou,
Chengde, and
Cangzhou)

4. Total of three 20,039 15.16 311,846 325 643 91,489 40.32

major city clusters
National total 132,179 100.00 9,600,000 100.00  1.38 226,905 100.000

Source: Yuan Xin and Tang Xiaoping: City Rims: Japan’s experience and development of China’s
three major city clusters, Qiushi Journal, Issue 2, 2008.
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In contrast, of the premier cities in China’s urban clusters, Beijing accounts for
only 3.5 per cent of China’s GDP, Guangzhou for 2 per cent, and Shanghai for 5
per cent; that is, China’s urban clusters contribute just one-tenth of the share that
other country’s urban clusters contribute to their economies. It is clear that there
is tremendous opportunity for further growth in China’s premier cities. In the
future, these cities will be increasing their international competitiveness, partici-
pating in global economic activity and creating a whole new pattern of growth for
China’s economy.

China’s three urban clusters are the mainstays that support China’s rapid
economic growth. The density of development in these areas is already quite
high, however, and the carrying capacity of the resource environment is begin-
ning to weaken. A World Bank study (Leman, Edward, 2005) notes that 29 per
cent of the country’s entire population lives within an hour’s radius of 53 major
cities.'® This segment of the population constitutes 53 per cent of China’s total
urban population. Most of these urban areas have tremendous room to develop.
Certain cities with relatively stronger carrying capacity in terms of their resource
endowment may be able to grow into even larger urban clusters.

Box 4.5 Standards by which city clusters can be defined

The following basic determining factors could be used to distinguish
urban clusters in China. These take into account a number of considera-
tions, including international and domestic indicators and standards
currently used to define urban areas, metropolitan hubs, urban clusters, and
megalopolises. They take into full account the development stage of
China’s existing urbanization. They take into account the key position and
international position China’s urbanization takes at a time of economic
globalization. They also take into consideration the fact that, in China, the
government plays a guiding role in incubating and nurturing the formation
of urban clusters.

1. An urban cluster should contain no less than three and no more than
20 major cities or urban hubs. Among these, at least one must be a
‘nuclear’ or core city, either an extra-large city or a mega-city, with an
urban population of no less than one million people.

2. An urban cluster should have a population of no less than 20 million,
among whom at least 10 million are ‘urban residents’.

3. The per capita GDP of the city must exceed US$ 3000 and the degree
of industrialization should be relatively high, generally in the latter
stages of development.

4. The ‘economic density’ of an urban cluster should exceed RMB 5
million per square kilometer, and at least 30 per cent of the area’s
revenues must be oriented towards ‘the outside’.
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5. The density of the network of rail transport in urban clusters should be
between 250 and 350 kilometers of line per 10,000 square kilometers.
The density of the network of highways should be between 2000 and
2500 kilometers per 10,000 square kilometers. The networks should
form a highly developed and comprehensive transport system.

6. The percentage production value that is non-agricultural in an urban
cluster should be no less than 70 per cent. The labour force should be
at least 60 per cent non-agricultural.

7. The level of urbanization in urban-cluster regions should be greater
than 50 per cent.

8. The mean GDP of the core city of an urban cluster should be greater
than 45 per cent of the cluster’s GDP; the city should be able to per-
form urban functions that are cross-provincial.

9. The rate at which people from neighboring areas commute into the
core city should be 15 per cent greater than the population of the core
city itself.

10. An urban cluster should have the ability to dispatch buses at certain
rates within certain rings or concentric economic zones around the
core part of the city. For example, the dispatch rate should be every ten
minutes within the half-hour inner ring of the city. It should be every
20 minutes within the one-hour ring around the city, it should be every
20 minutes within the two-hour ring around the city, and it can be more
than 30 minutes outside the two-hour ring around the city.

Source: Fang Chuanglin: Research progress and basic judgement on standards for
city clusters’ spatial identification, Journal of City Planning, Issue 4, 2009.

Various measures that will be necessary in order to turn
‘urban clusters’ into the primary form of urbanization in
China

The rapid development of China’s urban clusters has come up against numerous
constraints. These relate in part to China’s overall stage of development and its
unique systems and mechanisms. In addition, however, the process is hampered
by a lack of overall planning. The spatial configuration of the process is irrational.
As urban areas constantly increase, farmland is being lost at a serious rate. The
build-out of basic infrastructure is moving slowly. The mode of China’s economic
growth is still ‘extensive’ as opposed to intensive, and industries are not highly
competitive. Urban employment systems and public services are insufficient, and
the problem of turning rural migrant workers into legitimate urban systems is
pronounced. The imbalance between demand for and supply of natural resources
is extreme and problems relating to the ecosystem are intensifying.
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In order to address all of these problems and contradictions, we are going to
have to adhere to policies that focus on human development. We are going to
have to take a path of compact, intensive, and high-density development.

1 Make adjustments in the current spatial configuration

In overall terms, China’s various forms of cities can already accommodate
China’s population, even when that population reaches its peak.'! The problem
we confront is the configuration of the space and the way space is used ineffi-
ciently. Right now, the total built-up areas of cities, county-administered
cities, administered towns, independent areas engaged in industry and mining,
rural settlements, and development zones, comes to a total of 300,000 square
kilometers.

From now on, we should be able to keep from occupying more arable land for
human settlement on a nationwide basis if the following list of considerations can
be achieved: if land used for rural settlements can gradually be reduced as people
become urban residents; if industrial and mining districts can come to be consid-
ered as ‘urban spaces’ and we intensify human density in them even as we inten-
sify industry; if more ‘administered towns’ can be developed into small and
medium-sized cities and thereby greatly increase their population density.

The critical issue is whether or not we can improve the efficiency with which
we use space, whether or not we can shift the emphasis of our urbanization efforts
towards optimizing the urban spatial configurations. The whole question of
adjusting urban spatial configurations must be incorporated in our overall think-
ing about adjusting the country’s economic structure.

2 Promote and nurture the growth of twenty urban clusters

China should continue to give preference to developing the three urban clusters
that currently exist, namely the Bohai hub (which covers Beijing, Tianjin, Hebei
Province, the central and south parts of Liaoning Province, and the Jiaodong
Peninsula), the Yangtze River delta, and the Pearl River delta (including Hong
Kong and Macao).

At the same time, the country should focus on developing eight additional
urban clusters and nine urbanized areas. The eight additional urban clusters are
the Harbin—Changchun urban cluster (the Harbin—Daqing—Qiqihar area in
Heilongjiang Province and the Changchun-Jilin area in Jilin Province), the
Southeast Fujian urban cluster (the coastal area in Fujian Province), the Jianghuai
urban cluster (the Wanjiang city cluster in Anhui Province), the Mid-Yangtze
River urban cluster (the Changsha—Zhuzhou—Xiangtan urban cluster in Hunan
Province, the Wuhan urban hub in Hubei Province, and the Nanchang—Jiujiang
area in Jiangxi Province), the Guanzhong Plains city cluster, the Chengdu—
Chongqing urban cluster, and the Baibu Bay urban cluster (the southern part of
Guangxi Region, the northern part of Hainan Province, and the eastern part of
Guangdong Province).



142 China’s new urbanization strategy

These areas are chosen in light of their existing foundation, the carrying capacity
of their resource endowment, and their potential for future development.

The nine urbanized areas include the urban hub in the central and southern parts
of Hebei Province, the Taiyuan city rim, the Hohhot-Baotou—Erdos—Yulin urban
hub, the Guiyang urban hub, the urban hub in the central part of Yunnan Province,
the urban hub in the central and southern parts of Tibet, the urban hub in the
Lanzhou—Xining region, the urban hub in the Ningxia Region along the Yellow
River, and the urban hub along the northern slope of the Tianshan Mountain.

3 Adopt a more coordinated approach to the growth of large,
medium-sized, and small cities and small towns, as urban clusters
are being developed

China must necessarily take a path toward urbanization that features compact-
ness, intensification, and high density. Consequently, it must regard the develop-
ment of ‘urban clusters’ as the primary form in which urbanization takes place.
Urban clusters have already been developing quite rapidly due to their unique
advantages. They have begun to supplant unitary cities as the primary support for
China’s constantly accelerating economic growth.

At the same time, such clusters stimulate the growth of cities as well as new
districts through their radial influence, and thereby spur the economic growth of
larger regions. China’s experience in its various urban clusters, as well as the
experience of other countries, proves that small towns and cities can also grow
quickly if they are situated within urban clusters or near their perimeters. Smaller
towns and cities further away are different. Although they might be able to
concentrate certain special industries and serve as ‘service centers’ for local
communities, such places have only limited capacity to generate jobs for people.
They will not be able to grow quickly and some may even decline.

4 Strengthen the extent to which urban-cluster planning is
centralized and unified

Urban planning with respect to ‘urban clusters’ is on the order of ‘hundred-year’
planning. Highly significant, it nonetheless does not exist in any real sense in
China at this time. The process cuts across administrative divisions and different
sectors of the economy, which makes it highly complex. Given China’s existing
systems, it is extremely difficult to carry out coordinated strategic arrangements
and comprehensive planning.

As a result, the overall plans for strategic development and general spatial
configuration of urban clusters are, at present, in abeyance. All levels of govern-
ment express strong interest in urban cluster development, including provincial,
regional, and municipal, but plans are in fact limited to actions within the scope
of provinces themselves. It is difficult to connect up cross-boundary links that
must exist within the urban clusters themselves and to begin to define a division
of labour.
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Therefore, in the process of developing urban clusters in the twenty-first
century, China must first conduct a scientifically based planning process that aims
to make sure urban clusters develop in an orderly way.

5 Promote the integration of neighboring cities within urban clusters

Integrating neighboring cities within an urban cluster involves clarifying the
functions of each and ensuring that each interacts with others in a way that creates
a stronger whole. Positioning of industries should be mutually supportive; basic
infrastructure networks should be interconnected; personnel should be able to
move freely among districts. Any population that exceeds the carrying capacity
of extra-large cities should, in appropriate fashion, at the same time, the functions
of small and medium-sized cities should be strengthened, as well as their overall
carrying capacity.

Regulations should be formulated that are unified and apply to the entire urban
cluster. Comprehensive urban planning should be applied to the ‘industrial posi-
tioning’ [or zoning] of each city and to defining its key functions. Comprehensive
zoning plans should apply to housing, public services, ecosystem patterns, and to
the protection of open green space between cities. Unified arrangements should
be made for systems that interconnect cities, including transport, energy, commu-
nications, environmental protection, disaster mitigation, and basic infrastructure.
These should be ‘built by all and built for all’. Systems should be as integrated,
networked, and internally consistent as possible.

6 Advocate an ‘intensive form’ of growth for urban clusters

The planning process as it relates to urban clusters is an important tool in the
overall process of regulating urban development. Zoning can help prevent cities
from encroaching upon neighbouring farmland and ecological areas. It can help
increase the density of built-up areas, and prevent land development in areas that
are outside the defined ‘urbanization areas’. New urban boundaries can be
re-evaluated every 10-20 years, depending on new requirements.

New urban-development plans should emphasize the construction of mass-
transport systems and the building of residential areas that lie within a reasonable
radius from the stations of these transport systems. They should ensure the avail-
ability of office space, business services, and other functions. They should aim to
reduce vehicle traffic and air pollution by establishing mixed-use urban city
spaces and human-oriented designs. The main-stream development trends of
urban clusters in the future should be characterized as ‘intensive’ and ‘intelligent’.
These should apply most importantly to land use, in order to ensure that ongoing
development of living space for human beings in the future is sustainable.

7 Strictly control the spatial reconfiguration within urban hubs;
raise urban floor area ratio (FAR) in a rational way

The average FAR of buildings in China’s cities right now is only 0.75, yet
it ranges between 1 and 2 for most places in East Asia. With far less land than
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Box 4.6 The experience of certain countries in adopting ‘compact’ urban
policies

The Commission of the European Communities (CEC, 1990, 1992) has
encouraged its member cities to become more ‘compact’, while staying
within quality-of-life standards and standards of environmental quality.
The British government has made ‘compactness’ one of the core elements
in its sustainable development policies, that is, it is focusing on the process
of making England’s cities more compact (Ministry of the Environment,
1993). The government of Holland has adopted similar policies (Urban
Planning Administration, 1991). Most recently, the Japanese government
has introduced the concept of ‘ecologically [sound] compact cities’. This is
now one of the top-priority policies with respect to its cities. (Ministry of
Land and Transport, 2009). The Australian government (Newman, 1992)
and the North American governments (Wachs, 1990; Chinitz, 1990) have
done the same thing. Compact-city policies are designed to intensify the
use of urban land by increasing residential density and concentration. They
encourage mixed use of land, and control the amount of development
outside specified areas (Churchman, 1999).

Source: OECD: Background Report, 2010.

that available for urbanization in Japan, China should have a higher volume-
capacity rate.

Depending on how urbanization proceeds in China, we might want to consider
imposing restrictions on residential buildings that have lower FARs, in conjunc-
tion with how we restructure the spatial configuration of cities. The goal is to
have a reasonable increase in the FAR. FARs of the older urban districts and
downtown areas should be set to strike a balance between economic and environ-
mental efficiencies. Borrowing from international experience, we may implement
incentives for higher FARs and allow authorization of development rights based
on given FARs.

8 Build large residential areas and satellite cities

The course of urbanization is dictated by increases in urban populations.
Populations have increased with tremendous speed in the Yangtze River delta,
Pearl River delta, and Jing-jin-tang region, where urbanization has happened
faster than elsewhere. As a result, cities have exploded in size, exceeding
the existing capacity of urban systems. This has brought extreme pressures to
bear on such things as transport, overall population, residential space, resources,
and the environment.
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There is now an urgent need for large-scale residential districts and satellite
cities in order to ameliorate these problems, ease traffic congestion, and create
better living conditions. We should consider injecting large-scale residential
areas into the already-existing built-up areas of cities in order to make sure that
increases in population do not cause cities to expand further into outlying land.
This will allow us to achieve our goal of increasing human density.

In terms of the spatial arrangement of satellite cities, we should consider a
gradual approach that starts with closer areas and then moves outward along
subway lines or highways. Supervisory controls can be implemented through
various policy mechanisms, including low-priced land, low-priced construction
costs, preferential policies, and so on, to ensure that the housing being built
remains within affordable levels. Meanwhile, service facilities that comply with
high standards should be built in order to create a comfortable, clean, and conven-
ient living environment. Such facilities should include stores, schools, hospitals
and senior citizens centers.

9 Set up cooperative relationships among various levels
of government

We will need to set up a variety of cooperative partnering mechanisms to deal
with complex issues that are bound to arise in the course of urbanization, and
particularly the development of urban clusters. These should be set up across
various levels of government.

We may consider two different approaches. One would be to set up coordina-
tion mechanisms that extend across districts and municipalities. This would
resemble the way nine county governments in the San Francisco Bay Area have
formed a ‘Bay Area Association for District Governments’. This Association is
responsible for overseeing economic development around the Bay Area, as well
as for environmental and ecological protection.

The second approach would be to set up vertically oriented cooperative rela-
tionships between government departments. The relevant Central-government
department in an area would be in charge of formulating regulations and plans for
that area. This would be similar to the way in which Japan has dealt with coordi-
nation problems. The Land Ministry in Japan formulated development guidelines
for each of the major metropolitan areas in order to harmonize development
within each metropolitan hub.

Notes

1 The size of a city as an administrative unit in China does not reflect that of the urbanized
area, which is determined by the built-up area instead. A built-up area refers to
land expropriated and developed for non-agricultural purposes. It includes continuous
urban zones, and suburban zones that are closely associated with them and that, having
access to a basically complete range of public utilities, serve the city’s development
purpose (e.g., the airport, marshalling station, sewage treatment plant, and radio
communication facility).
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10

11

Based on the China Urban—Rural Statistical Yearbook 2008.

After 2006, the China Urban—Rural Construction Statistical Yearbook included
temporary population in its statistics. Therefore, the total population after 2006
included temporary population. Otherwise, the population density drop would have
been more dramatic.

A large city has a more dramatic population density decline. The causes of this conclu-
sion will be analyzed in the following part of this report.

The land-use volume rate = total constructed area/the land area used for construction.
The concept of the national central city was first introduced in 2005 by the Ministry of
Construction when it was compiling a national plan for cities and towns according to
the Urban Planning Law. The so-called national central city refers to a city that can
perform leading, radiating, and distributing functions across the country. Currently,
Chonggqing, Beijing, Tianjin, Shanghai, and Guangzhou are defined as the five major
national central cities.

The City Planning Law adopted in 1990.

China had 225 cities in 1981. But some of these cities adjusted their administrative
divisions and some cities had visibly irrational data. Therefore, only 207 of these cities
were comparable in 2008.

As its name implies, a small town is an area between urban and rural areas. In
summary, the concept of small town can be interpreted in the narrow and broad senses.
A small town in the narrow sense refers to the administrative town, including the
county city, except in a place that has an administrative city. A small town in the broad
sense also includes the rural town in addition to the county city and administrative
town in the narrow sense. The small town in this report refers to the administrative
town and county city.

Each of these city areas centers around a city with a non-agricultural population of
more than 1 million, including the population of nearby cities or counties.

In 2008, China’s built-up area totaled 300,000 square kilometers (some were repeated
calculated; for example, a development zone with a population of 3000 was statisti-
cally included in the built-up area of a city). It included 40,600 square kilometers for
cities, 14,800 square kilometers for county cities, 30,200 square kilometers and 41,500
square kilometers for independent industrial and mining areas, 165,300 square kilome-
ters for rural settlements, and nearly 10,000 square kilometers for national and provin-
cial development zones. Based on the total population of 1.46 billion, the urbanization
rate of 70 per cent, the urban population of 1 billion, and the population density of
10,000 people per square kilometer, the space required for urbanization will be
100,000 square kilometers.



5 Industrial structure and
employment considerations in
the course of urbanization

Healthy urbanization is a process that extends its benefits down to the level of
families and individuals in cities. The process must provide them with adequate
job opportunities. China is currently urbanizing at a fast pace and cities are
becoming the primary realm for job creation. At the same time, China is in a
critical period as it restructures its economy and moves from being a lower-
middle-income country to a higher-middle-income country. Whether or not China
can address its employment issues properly is closely related to the success of this
restructuring of urban industries and to the whole process of urbanization itself.

The current state of urban employment in China

From the late-1950s to the mid-1980s, China had a classic ‘dual economy”’ with a
strict separation between urban and rural areas. Employment in the two economic
spheres was also strikingly dualistic. The majority of people with an ‘urban
household registration’ worked for state-owned enterprises, while a minority
worked in enterprises that operated under the collectively owned system. In the
countryside, the majority of people were engaged in agriculture. This system
prevailed for almost two decades, between the 1950s and the mid-1970s.

After this period, some rural residents began working in town-and-village
enterprises and in private enterprises as those businesses began to develop, but
even into the mid-1980s, only some 20 per cent of rural people were employed
in non-agricultural jobs.

Starting in 1984, the system controlling the flow of the labor force from the coun-
tryside into cities was gradually relaxed. More and more ‘farmers’ began to leave
rural areas for jobs in cities. People known as ‘rural migrant workers’ [nong-min-
gong] became a key component of all people employed in cities (see Table 5.1). The
large numbers of rural migrant workers flowing into cities began to have a profound
effect on the structure of employment in cities, as well as on the total number of jobs.

Total size and distribution of urban employment

As China’s population has continued to ‘urbanize’, the total number of urban
jobs has increased together with the urban percentage of the country’s total
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Table 5.1 Scale of inter-regional flow of rural migrant workers 2000-2006

Year  Number of rural  Ratio of urban Ratio of employ-  Ratio of urban-
migrant workers — employment ment in second-  rural employment
(10,000) (per cent) ary and tertiary (per cent)
industries
(per cent)
2000 7,849 36.9 21.8 10.9
2001 8,399 35.1 23.0 11.5
2002 10,470 423 28.4 14.2
2003 11,390 44.4 30.1 15.3
2004 11,823 44.7 29.6 15.7
2005 12,578 46.0 30.1 16.6
2006 13,212 46.7 30.1 17.3

Source: The number of ‘rural migrant workers’originate from the rural social and economic research
team of the National Bureau of Statistics: China Rural Household Survey Year books; the ratios are
worked out on the basis of the data in the China Statistical Summary 2007.

labor force. In 1998, China undertook major reform of the employment system in
its state-owned enterprises. This led to a tremendous increase in unemployment.
Large numbers of workers lost their positions, the unemployment rate rose, and
the ‘re-employment rate’ of both workers and staff declined.

This then led to a false impression, however. It looked as though the total
number of jobs in China had not increased since the 1990s, and indeed may have
gone down in absolute terms. In fact, the total number of jobs in cities in China
has been constantly increasing. Table 5.1 shows total urban employment and its
percentage of total employment in the country. In 1990, the total urban labor force
came to 170 million people. By 2008, the figure had increased by 77.3 per cent
and now came to 300 million. The number of people employed in cities had risen
by 7.32 million people per year and the urban percentage of total national employ-
ment had also increased, going from 26.3 per cent in 1990 to 39 per cent in 2008.

The ownership structure of entities in which urban people are employed has
also changed enormously. In the early 1990s, state-owned enterprises and collec-
tively owned entities accounted for more than 80 per cent of urban employment.
By 1997, that figure had fallen to 67 per cent, not because employment by these
entities had declined, yet, but because other forms of employment had increased.
Other entities hiring urban residents included shareholding companies, jointly-
operated entities, limited liability companies, and new types of entities invested
in by businesses in Hong Kong, Taiwan, and other countries.

It was after 1997 that employment in state-owned enterprises and collectively
owned entities declined precipitously, once their employment systems began to
be reformed. The percentage of the total labor force employed by these entities
also fell swiftly. By 2008, the percentage came to only 23.5 per cent. At that
point, private [si-ying] and individually operated [ge-fi] enterprises employed
87.33 million people and accounted for 28.9 per cent of the total urban employment.
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Figure 5.1 Total amount of urban employment and its ratio to total employment.
Source: Based on data from China Statistical Yearbooks.

In short, China’s employment structure began to diversify, with a declining
percentage of employment provided by state-owned and collective units. Various
other forms of entities, as listed above, provided 48.63 million jobs and accounted
for 16.1 per cent of total urban employment.

In addition to the various kinds of entities hiring labor in cities, as noted above,
another category of employment should not be overlooked. It is one that is not
included in China’s traditional statistics. That category could be called non-
formal [or informal] employment and it is quite substantial both in absolute terms
and percentage of the total labor force. Non-formal urban employment rose
quickly in the late 1990s and reached a peak in 2004, when it totaled around one
hundred million people. At that point, it represented 38 per cent of total urban
employment. The figure then declined slightly and in 2008 came to roughly 31.5
per cent of total urban employment.

The ‘unemployment rate’ in cities and the ‘labor participation rate’

in cities

The unemployment rate is the key indicator that reflects the overall situation in
the labor market. The figure normally given by the China Statistical Yearbook is
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the rate of people who actually register as unemployed.' Several categories of
people are not included in this statistic, however, including people who have
reached retirement age and so do not ‘register’ their unemployment, people
who do not have ‘urban household registration status’ and so cannot register
unemployment, and people who either do not want to register or simply have not
yet registered. As a result, this official figure often is not in fact representative of
the unemployment situation.

We can, however, arrive at a figure for unemployment that is based on
definitions of the International Labor Organization and that uses officially
published statistics. With that, we can carry out international comparisons of the
surveyed unemployment rate in China’s cities. Given China’s unique situation,
such surveys include only a small percentage of the number of people living on
a permanent basis in cities who have come in to work in them from elsewhere.
As a result, the surveys mainly reflect the unemployment rate of people with an
urban household registration.

As shown by Figure 5.2, prior to 1997, China’s surveyed unemployment rate
in urban areas was quite low, less than 4.5 per cent. After China’s state-owned
enterprises implemented reform of their employment systems in 1998, the rate
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Figure 5.2 Statistics and estimates of surveyed urban unemployment rate and labor
participation rate.

Source: The surveyed unemployment rate for the 19972004 period was based on data
from the China Statistical Yearbooks and the China Population Statistical Yearbooks; the
surveyed unemployment rate for 2005 was based on the micro data of the 1 per cent sample
population survey conducted in 2005; the surveyed unemployment rate for 2006 and 2007
was estimated by the authors of this report;? the labor participation rate was based on data
from the China Statistical Yearbooks and the China Population Statistical Yearbooks.
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rose quickly and reached more than 7 per cent in 2000. Since then, the figure has
been declining somewhat as the labor market gradually improves.

The ‘labor participation rate’ is another key indicator of the state of the labor
market. It gives the number of ‘economically active’ people as a percentage of
the population that is at a “‘working age’. In most years since the 1990s, this figure
has stayed at over 70 per cent.

Prior to employment-system reform, however, a very substantial number of
people who ‘worked’ in state-owned enterprises and collectively owned entities
were, de facto, unemployed. The great majority of state-owned enterprises were
either bankrupt or semi-closed down, but the unemployed status of their workers
was not reflected in official statistics.

After 2000, as the unemployment rate began to rise, the labor participation rate
began to decline. This correlated to the situation in the labor market. When condi-
tions deteriorated in terms of lay-offs of people, those who were already fairly
old, and those who had lower levels of education, often stopped looking for jobs
and dropped out of the official labor market. Meanwhile, new people coming into
the market also found their prospects unfavorable and many gave up looking for
official jobs, either temporarily or permanently.

In more recent years, the labor participation rate has been fairly steady, under
the impact of two trends. One is a slight improvement in the labor market (which
raises the labor participation rate), and another is the increase in the number of
younger people going to school (which lowers the labor participation rate).

The structural composition of the urban labor force

During the entire period of China’s reform and opening up, the economy has been
undergoing a two-tiered process. One has been the ongoing growth in the ‘dual
economy’, and the other has been the ongoing change of the overall economic
system. In terms of the labor market, these things have created a coexisting situa-
tion of ‘hidden unemployment’, ‘natural unemployment’, and ‘periodic or cyclical
unemployment’.

The dual economy in the country [urban and rural] featured an ‘unlimited
source of labor’. That is, China was plagued by hidden unemployment, given the
surplus of labor in the countryside as well as the surplus or redundant labor in
China’s urban enterprises. In fairly early days, people estimated the de facto
unemployment in rural areas to be 30 per cent and that in cities to be 40 per cent.
In addition, China had to face cyclical changes in employment given the fluctua-
tions of its macro-economic situation, as well as ‘natural unemployment’ caused
by structural factors such as advances in technology, the changing structure of the
economy, and the function of ‘friction’ [in an imperfectly smooth job market].

The labor market has also undergone fundamental changes in recent years with
ongoing restructuring of the entire economic system. A clear improvement in the
problem of hidden unemployment has been one result. First, systemic obstacles
that previously blocked the free flow of labor have continued to be removed,
which has ameliorated the problem of surplus labor in the countryside. The rural
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labor force has shifted very considerably into cities. One consequence is that
more than half of the remaining labor force in the countryside is now over the age
of 40. This most recent financial crisis has also shown that the rural labor force
is no longer an inexhaustible pool, however. Cities have now developed a ‘rigid
demand’ for the rural labor force, which, now that it has ‘shifted out’ of the coun-
tryside, no longer has the possibility of returning to the land.

Secondly, reforms of the urban employment system and the ‘breaking of the
iron rice bowl’ have accelerated the development of job markets. Urban jobs are
finally being ‘re-allocated’ through market mechanisms, and enterprises have
realized a tremendous decrease in the numbers of [redundant] staff.

While there has been a noticeable decrease in hidden unemployment, the effect
of natural unemployment and cyclical unemployment are now relatively more
pronounced. Figure 5.3 shows the various pressures of the different kinds of
unemployment over time, as reform of the economy has been carried out and as
the economy has grown. Different groups have become more or less vulnerable
to the risks of unemployment as the situation has changed. This targeted kind of
risk has been affected by structural changes, government policies, the age struc-
ture of the labor pool in urban and rural areas, and the human-resource qualifica-
tions in the different places.

First, rural migrant workers have become the primary source of labor supply.
Nevertheless, they have not received the kinds of protections that apply to urban
workers, and therefore have been more subject to the volatility of economic cycles.

(Hidden unemployment)

(Unemployment rate)

Natural unemployment

Time (economic development and deepening reform)

Figure 5.3 Types of unemployment and change along with deepening reform.
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As macroeconomic prospects in the country go up and down, rural migrant work-
ers have alternated between over-supply and shortage.

Second, there are those people who were formerly employed in urban areas:
after labor-system reforms, many of those who were laid off were reallocated to
new jobs through new employment systems. They therefore went from being
‘hidden unemployed’ to being employed. Those who had been born in the 1950s
and on into the 1960s, however, were handicapped by the lack of any education
during the years of the Great Cultural Revolution. This group of people, called
‘40s and 50s people’ in shorthand, often became the first target of lay-offs and
hence became unemployed. As time went on, they reached retirement age and
gradually simply withdrew from the labor market.

Third, those young people who went to college after China expanded its
college enrollments face the problem of ‘frictional’ unemployment, in the sense
that they are qualified, in one way or another, but their qualifications now have to
be matched up with the right jobs. In the long term, therefore, this group of people
will continue to face structural kinds of unemployment. The number of college
graduates who cannot find jobs will continue to increase, as numbers of graduates
increase and the problem of matching them up with jobs continues.

Changes in the demographic structure of China’s
population, and consequences for labor supply in cities

The two determining factors in the potential supply of labor in an economy are
the total quantity of the population and its demographic structure. When China
implemented a strictly segregated form of ‘dual economy’, stringent barriers to
labor mobility meant that changes in the structure of urban and rural populations
only affected the situation in each locale. As such barriers were gradually elimi-
nated, together with other restraining social and economic factors, the segregated
nature of China’s labor force was relaxed and changes in demographics began to
have an overall as opposed to partial effect.

Trends in the changes in China’s demographic structure

Major changes have been occurring among both urban and rural populations in
China (especially among urban residents) with respect to the desire to have
children and with respect to child-bearing behavior in general. These have
accompanied changes in family planning policies, but also increases in standard
of living and changes in lifestyle.

Between 1978 and 1987, China’s birth rate rose from 1.82 per cent to 2.33
per cent. For the next 20 years, however, it consistently declined until it was 1.21
per cent. In the year 2000, 7 per cent of China’s total population was over
the age of 65 (State Family Planning Commission, 2010). China is already
becoming an ‘ageing society’, but several features distinguish its ‘ageing’ from
that in other developing countries (Office of the National Working Committee on
Ageing, 2006).
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First, China is entering the state of being an ‘ageing society’ at a far lower level
of economic development than other countries. The average GDP per capita of
developed countries when they reached a similar stage was between US$ 5000
and US$ 10,000. China’s per capita GDP has just gone over US$ 1000, so it is
‘ageing’ at a much lower economic level. It is still in the ranks of lower-middle-
income countries. In 2000, 6.8 per cent of China’s population was over the age
of 65. This was comparable to other countries in the world when they started to
become ageing societies, but China’s GNI per capita (gross national income) was
a mere 17.3 per cent that of the world level when figured at the official rate of
exchange of China’s currency. When figured in terms of purchasing power parity,
it was 56.3 per cent of the average world level. China therefore is distinguished
by ‘becoming an ageing society before it becomes a prosperous society’.

Second, the process of becoming an ageing society is accelerating in China.
Doing a cross-sectional comparison of China and other countries shows this to be
the case. Within an estimated 30 years (by the year 2030), the percentage
of China’s population that is over 65 will go from 7 per cent to 14 per cent.
In France, the same percentage growth in the over-65 population took 115 years.
In Sweden, it took 85 years, and in England and Germany it took 45 years.
China’s ageing process is expected to continue to accelerate for a long time,
placing it in the forefront of the ranks of ageing countries (State Family Planning
Commission, 2010).

Third, the ageing process in China is inverted when compared to the experi-
ence of other countries. That is, developed countries generally have an urban
population that is ageing faster than the rural population, but the opposite is true
in China. The birth rate is high in the countryside in China, but more and more
young, able-bodied people are migrating to cities, leaving a countryside that is
populated by older people. In 2000, the ‘level of ageing’ in the countryside was
1.24 times what it was in urban areas. This ‘inverted relationship’ is expected to
continue all the way up to around the year 2040.

Fourth, China’s ageing situation is progressively worse from east to west. The
rate of ageing is notably faster along the more developed eastern coastal areas
than it is in the underdeveloped west. Analysis has shown that Shanghai became
an ‘ageing society’ in 1979, while Ningxia will only start to become an ageing
society in 2012. This represents a time differential of 33 years.

From the latter part of the 1980s, China’s natural population growth has been
declining, partly due to the dramatically low birth rate and partly due to a gradu-
ally increasing mortality rate after the year 2002. In 1987, the natural growth rate
of the population was 1.661 per cent. This was the highest it reached after the
start of reform and opening up policies began; since that time it has declined and
was 0.508 per cent in 2008.

The two factors of a declining birth rate and an increasingly ageing population
will inevitably lead to a lower absolute number of working-age people in China,
as well as a lower percentage of working-age people to the total population. In
addition, specific features of the way China’s population is ageing may pose
severe challenges to the country’s urbanization process in the future. The inverted
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numbers of older people in rural and countryside, and the way ageing is more
intense in the east than in the west, mean that municipal departments in the east
may well be affected by a shortage in labor supply in China’s more developed
regions. This will force municipalities and the eastern region in general to
restructure industries faster than they otherwise might have done. Meanwhile, the
acceleration of ageing in China and the fact that it is occurring at a fairly low
economic level mean that social security systems will face ever more intense
pressure in both cities and rural areas. Greater demands will also be put on urban
capacities to provide social services.

Trends in the supply of labor

The supply of a working-age population in China has been increasing ever since
the 1950s. Forecasts of the Chinese Academy of Social Sciences and the Institute
of Population and Labour Economics show that this trend will continue until
around 2015. By that time, the working-age population will have gone from 340
million to around one billion. After that point, the working population will enter
a period of negative growth (see Figure 5.4).

The ‘supply of a working-age population of labor’ is a statistic that measures
potential supply, since not all members of a working-age population will actually
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Figure 5.4 Quantitative change in China’s labour-age population, 1950-2050.

Source: Wang Dewen: Labour Market change and China’s economic growth at low fertility
rate, Working paper of the Institute of Population and Labor Economics of the Chinese
Academy of Social Sciences: www.aisixiang.com/download/6884_1_paper.pdf.
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participate in the labor market. As a result, it is necessary to analyze the labor
participation rate in order to have an accurate idea of actual labor supply. China’s
labor participation rate has been decreasing steadily since the 1990s. Between
1990 and 2004, it went from 85.6 per cent to 81.9 per cent. If the rate were to stay
unchanged at the rate it was in 2005, then the effective labor supply (754 million
in 2005) would peak in 2016 and start to decline. It would peak at 820 million
people and decline to 817 million in 2020.

If, on the other hand, the labor participation rate continues to decline at the
1990-2004 rate, the labor participation rate may be down to 78.4 per cent by
2020, and the effective labor supply will peak in 2014 and then start to decline.
It will peak at 790 million and go down to 775 million by 2020. Either one of
these hypothetical situations concludes that the effective labor supply in China
will peak by the year 2015. This is toward the end of the 12th Five-Year Plan
period (Cai Fang et al., 2007; Wang Dewen, 2007).

Labor that will be required for the process of urbanization

One striking feature of urbanization is the fact that as economic activity concen-
trates in urban areas, it is accompanied by a concentration of labor. The migration
of labor into cities is an increasingly obvious trend. In the course of social and
economic changes associated with the changing urban—rural relationship in
China, cities are seeing a constant expansion in job opportunities. These jobs and
the inflow of labor are a key factor in the growth of China’s cities, and are also a
consequence of their growth.

As the overall size of China’s economy has grown and as it has upgraded its
industrial structure, cities have come to offer the greatest concentration of job
opportunities in modern society. Cities are growing in size and industries are
specializing and both of these things lead to greater economies of scale, greater
benefits of concentration, and higher productivity. Division of labor among cities
and also within cities is also enabling cities to create more jobs.

Restructuring of the economy in China and the consequent ability of
the economy to ‘absorb’ more employment

Labor productivities of China’s primary, secondary, and tertiary industries have
all been given a tremendous lift since reform and opening-up policies began. In
1978, every RMB 10,000 worth of GDP required the following average invest-
ment in terms of human labor: 27.56 for primary industries, 3.98 for secondary,
and 5.6 for tertiary. By 2007, these figures had gone down to 1.1 for primary, 0.16
for secondary, and 0.24 for tertiary. From these changes in labor productivity, and
the changing differentials among the three industries, one can see the impact that
urbanization and industrial restructuring are having on employment trends.
First, the percentage of the labor forced engaged by primary industries
will continue to fall, and that fall will continue to accelerate. The percentage of
the rural labor forced involved in agriculture has declined dramatically and the
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amount of surplus labour in the agricultural sector has also declined (Cai and
Wang, 2008). Labor savings are increasingly the trend in agriculture, given
changes in technology and growing efficiencies. The shift of labor away from
agriculture will therefore continue, leading to a tremendous demand for new non-
agricultural jobs.

Second, as urbanization takes place and industries are restructured, the distinct
trend is towards an increase in tertiary industries. Service industries that provide
for the needs of people will grow in particular, given that the urbanization of rural
migrant workers will now become a key feature of China’s urbanization in
general. Since jobs in the service sector are far more elastic than those in second-
ary industries, industrial restructuring will not necessary have to be done at the
expense of jobs.

In overall terms, therefore, China’s industrial restructuring will feature acceler-
ated growth of tertiary industries and their absorption of large numbers of the
‘new urbanites’ as the country’s urbanization progresses. In addition, the numbers
of people being added to the labor market is growing at a slower rate year by year
as the age structure of China’s population changes. After 2015, the total number
of people in China of working age will no longer increase. So long as China
maintains its current economic growth trends, therefore, as well as a certain elas-
ticity of employment, the future job situation in the country will not be character-
ized by an over-supply of labor.

The ability of China’s different regions to absorb employment: east,
central, and west

Using statistics published in the China City Statistical Yearbook, we have calcu-
lated the ability of various regions to absorb employment into non-agricultural
industries (Table 5.2).

It must be pointed out, however, that corporate data on employment generally
leaves out information on rural migrant workers and also local laborers. Data
from small-scale and micro-scale enterprises is also not generally reflected in
aggregate figures. The analysis as noted below mainly relates to formal employment.
In point of fact, unofficial employment and employment in tertiary industries

Table 5.2 Employment-absorbing capacities of cities: jobs created per 10,000-yuan GDP

Total non-agricultural ~ Secondary industry  Tertiary industry

industries
Eastern region 0.048 (0.018) 0.047 (0.024) 0.056 (0.028)
Central region 0.074 (0.030) 0.074 (0.041) 0.088 (0.038)
Western region 0.066 (0.025) 0.058 (0.032) 0.094 (0.038)

Note: The figures in brackets are standard differences.

Source: National Bureau of Statistics: China City Statistical Yearbook 2008, China Statistical Publishing
House, 2009.
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along the coast is grossly underestimated. The ability of the coastal region to
absorb employment is therefore much greater than the table below would seem to
indicate. Nevertheless, the trends as they are exhibited in the data are accurate
and also fairly significant.

First of all, to analyze the data in terms of regions: in the east, cities on average
provide 0.048 job opportunities for every RMB 10,000 in GDP. Cities in the
central part of the country that are industrializing at a fast pace provide 0.074 jobs
per RMB 10,000 in GDP; the figure in western parts of the country is 0.066.
There are two reasons for the lower figure in the east. First, less labor per unit of
GDP is necessary in the east as a result of the more organic structure of capital
and greater productivities. Second, figures for rural migrant labor are not included
in ‘official labor statistics’ in the east, even though large amounts of such labor
are being employed. This understates the number of jobs being provided per unit
of GDP.

Second, analyzing the data in terms of job creation by type of industry results
in a clear conclusion: service industries create more jobs. As shown in Figure 5.2,
the number of jobs provided by tertiary industries in all three regions was greater
than that provided by secondary industries. Structural changes in service indus-
tries are closely related to changes in the overall economic structure as an econ-
omy grows. In the process of rapid industrialization and urbanization, the
concentration of people in cities generates its own demand for services. Such
demand is concentrated in service industries that are labor-intensive and that
therefore provide more jobs.

In addition, manufacturing and other industries generate a need for various
kinds of services as an economy grows rapidly and industrialization proceeds,
including new demands for such things as financing, information, insurance, and
real estate. This precipitates structural changes in service industries in the direc-
tion of high-end capital-intensive and knowledge-intensive sectors. Such trends
are already quite apparent in developed countries (Rosenthal and Strange, 2002).

China’s service industries are conforming to the same trend. We regard finan-
cial, insurance, information, real estate, and R&D services to be what could be
called ‘high-end’ service industries. As such, we have looked at the employment
in those industries as compared to numbers of urban population and levels of
economic development (Figure 5.5). The percentage of people employed in high-
end service industries rises with levels of urban economic development. The
scattered points in Figure 5.5 demonstrate a positive correlation (Cai Fang and
Du Yang, 2003).

Third, China’s eastern region is still the dominant force when it comes to
absorbing rural migrant workers. Even though fewer jobs per unit of GDP are
created in the east than elsewhere, the region is far larger in overall economic
terms and far more able to absorb a larger workforce.

According to a survey undertaken in 2009, 66.8 per cent of all rural migrant
workers who went ‘outside’ to work were employed in the east. That is, more than
two-thirds of the total number of rural migrant workers was employed in the east.
Guangdong province absorbed 27.8 per cent. Guangdong, Jiangsu, and Zhejiang
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in service industries

Employment in high-end service industries/employment
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Urban per capita GDP (logarithmic)

Figure 5.5 Employment ratio of high-end service industries and urban development.

Source: National Bureau of Statistics: China City Statistical Yearbook 2008, China Statistical
Publishing House, 2009.

provinces together absorbed 43.7 per cent. China’s central regions only absorbed
14.7 per cent, and the west absorbed 18.1 per cent (Sheng Laiyun, 2009).

The findings of this 2009 survey are consistent with earlier research (Cai Fang
and Wang Meiyan, 2003). China’s western region has grown at a faster compar-
ative rate than the central and eastern parts of the country over the past decade.
The national strategy to ‘undertake major development of the west” and the strat-
egy to ‘undertake an emergence of the central part of the country’ mean that
non-agricultural employment capacities should be increasing in those two parts
of the country in the future.

Employment as it relates to the concentration and diversification of
industries

Rapid urbanization occurs in tandem with the shift of a rural workforce toward
urban areas. In addition, however, economic activity increasingly concentrates in
large cities. In 1997, cities that are administered at or above the prefectural level
in China accounted for 42 per cent of the country’s GDP. This percentage rose to
62 per cent in 2008.
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In 2008, secondary industries in cities at this level [at or above prefectural
level] accounted for 64.5 per cent of all secondary industries in the country, and
for 71.4 per cent of all tertiary industries. Increasingly concentrated levels of
economic activity in large cities mean that such cities are going to become the
primary places in which China’s employment problems must be resolved.

As noted above, employment in cities relies on ongoing industrial develop-
ment. The allocation or presence of certain industries in cities determines the
employment structure in those cities.

In China, manufacturing industries have been critical in providing jobs in cities
to date, and manufacturing industries have determined urban employment struc-
tures. China consistently emphasized the development of heavy industries and
chemical industries, and China’s role in the overall international pattern of
economic activities helped make secondary industries, and particularly manufac-
turing industries, primary in terms of urban industrial deployment. Figure 5.6
clearly reflects this relationship. One can see from the top part of the graph that
the percentage of manufacturing increases as the size of urban populations
increases, while the percentage of service industries actually begins to decline.

The relationship becomes even clearer when seen in terms of per capita GDP
of urban populations (that is, level of economic development). As the level of
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economic development rises, employment is increasingly concentrated in manu-
facturing industries while the percentage in tertiary industries declines. Combining
the analyses above, we can see the following trajectory: as cities expand and their
economies develop, employment moves from low-end services towards manufac-
turing, while in a few large cities that are relatively more developed, employment
moves from manufacturing toward high-end service industries.

Levels of economic development in cities and their industrial structure are
determining factors when it comes to urban labor markets. This applies both to
absolute numbers of people employed and the structure of employment. Other
considerations or attributes of cities also play a role, however. For example, the
level at which a city is administered as well as its population size and its location
can influence its employment structure.

In the most fundamental sense, however, the way cities arise and develop
in China depends on the concentration of the various factors of production,
including the labor force. Such concentration in turn increases levels of speciali-
zation and extends the ‘chain of the division of labor’, which ultimately results in
efficiencies of scale. If the labor force is prevented from flowing from one type
of industry to another, then this whole process of specialization is difficult to
achieve. Moreover, even if urban economies are maximizing economic efficiencies,
if employment is overly concentrated in certain sectors, that over-concentration
exposes the entire labor market to far greater risks.

If core industries are impacted by external events, cities that have more
highly concentrated employment in certain industries are far more vulnerable.
In China, cities that have focused exclusively on resource development [extraction
industries], for example, confront serious employment problems when their
particular resource is depleted (Cai Fang, 2005).

From material showing the distribution of employment by industry in cities,
we can evaluate the relationship between employment specialization or diversifi-
cation and the growth of cities. Figure 5.7 shows the degree to which urban
employment is distributed over various industries in a given city, depending
on the per capita GDP of that city.> The larger the ‘coefficient of employment
variation’, the more dispersed a city’s population will be among various industries.
The smaller the coefficient, the less dispersed. As the figure indicates, greater
coefficients are associated with higher per capita GDP. The more developed the
city, in economic terms, the more diversified its employment will be. The same
correlation holds true for the size of a city’s population: the larger the population,
the more varied the employment.

This trend is quite apparent — the higher the level of economic development,
the more diversified the employment — but it may be due to two different kinds of
factors. First, during the planned-economy period in China, urban economies did
not use market mechanisms to allocate industries. Instead, this was accomplished
by the planning process. As a result, the later utilization of market mechanisms
may have enabled urban economies to utilize their relative advantages, and may
have broken down the old patterns of a division of labor among cities. Those
cities with the liveliest economies generally have the highest levels of economic
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Figure 5.7 Diversification and specialization of urban employment, 2007.

Source: National Bureau of Statistics: China City Statistical Yearbook 2008, China Statistical
Publishing House, 2009.

development and the phenomenon of diversification is more apparent. Secondly,
economic development tends to draw forth new types of industries. The evolution
and upgrading of industrial structures can also result in more diversified employ-
ment. The effect is all the more apparent in more developed cities.

Employment as it is affected by industrial shifts and urbanization

China’s central and western regions still have considerable potential for urban-
izing in the future. As labor costs rise, the more labor-intensive industries in the
east will see a weakening of their competitive advantage. According to the tradi-
tional ‘flying-geese theory’, labor-intensive industries will progressively move to
countries in which labor costs are lower.

In the meantime, the lower levels of development in central and western parts
of China mean that these places will continue to have abundant labor supplies and
relatively low wages. In other words, China can employ a ‘flying-geese model’
of development within its own borders, given its large territory and the way in
which different regions differ in resource endowments.
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Where conditions permit in certain parts of the central and western regions,
labor-intensive industries may be able to grow, depending on local comparative
advantages.

We can evaluate how industries have or have not shifted among different
regions by looking at the changing distributions of primary, secondary, and
tertiary industries in those regions. It is not hard to see from Table 5.3 that the
eastern region held a dominant share of all industrial sectors in both 2000 and
2008. Western regions held the smallest share in all three sectors. In terms of
aggregate figures, therefore, there still has not been any major shift in terms of
secondary industries moving from east to west. Meanwhile, the decline in
secondary industries in the middle part of the country has been only modest.
Aggregations of regional data therefore fail to show that China’s secondary
industry is moving progressively from the east to the central and western regions

The above figures truly do not yet reflect any apparent inter-regional shift in
industries. Nevertheless, the actual situation cannot be portrayed solely by using
aggregate data. First, regional aggregate data may obscure changes that are taking
place within the various provinces of a given region. An analysis of data from 31
provinces and comparable regions, during the same time period, shows consider-
able changes in the percentages of secondary and tertiary industries. The percentage
of secondary industries held by Shanghai and Beijing fell during the period by
0.5-1 percentage points, for example, while the percentage held by Inner
Mongolia and Henan rose by 1.0-1.5 percentage points. That of Gansu and
Qinghai rose by 0.8—1 percentage points.

Second, industrial shifts have been occurring between provinces in a given
region, as well as within each province, shifts that cannot be detected by looking
at aggregate data. Many provinces along China’s coastal regions still have inland
areas that are relatively less developed. As industries shift from one place to
another, it is natural that provinces first elect to shift industries to places within
their own administrative jurisdictions that have suitable conditions.

Third, given problems with the way statistics are assembled, we cannot be
more specific about structural shifts within the three different kinds of industries.
Among secondary industries, lower-level sectors may well be shifting westward,

Table 5.3 Change in regional distribution of primary, secondary and tertiary industries (%)

Eastern region  Central region ~ Western region

2000 Primary industry 42.96 3443 22.61
Secondary industry  59.80 26.32 13.88
Tertiary industry 59.97 24.89 15.14
2008 Primary industry 39.71 35.84 24.45
Secondary industry  59.91 26.48 13.61
Tertiary industry 61.37 23.22 15.41
Change Primary industry -3.25 1.41 1.84
(2000-08)  Secondary industry  0.11 0.16 —0.27
Tertiary industry 1.40 -1.67 0.27

Source: China Statistical Yearbook 2009.
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while higher-end industries may be growing very fast, which puts an upward bias
on the overall ‘secondary industry’ figures for the eastern region.

While overall trends may not be apparent in terms of industrial shifts among
regions, certain movement can be seen in specific lines of business and specific
regions. These were starting before but became far more apparent after the global
financial crisis (see Box 5.1). Right now, 50 per cent of China’s total volume of
exports comes from processing industries along the east coast. Costs of making
those products have been rising enormously, however, with increases in the
prices of land, energy, and labor. Intense pressure from rising costs has led certain
industries to shift en masse toward inland areas. These industries include shoe
manufacturing, garments, textiles, ceramics, standard components, and so on
from the provinces of Zhejiang, Guangdong, and Jiangsu (Wang Jici, 2010).

The ceramics industry in the city of Foshan, in Guangdong, can serve as one
example. At its height, this industry had nearly 400 enterprises located in Foshan,
and there are still 363 in the city. According to estimates of municipal authorities,
however, more than 170 will either need to move out to less expensive places in
2008, or shut down. By August, 2008, Foshan’s ceramics enterprises had signed
contracts to invest more than RMB 25 billion in other provinces. This included
money for 40,000 mu of land on which to build factories. The preferred place for
these enterprises was now Gao-an in Jiangxi province, due to its advantages in
terms of energy, resources, and human capital.*

Box 5.1 Foxconn shifts its operations inland

The municipal government of Hebi City, in Henan province, issued an
emergency notification on its website on 25 June 2010. The substance of
the notification was that the Foxconn Technologies Group was planning to
invest in Henan province, build factories, and hire some 300,000 people. In
the near future, it would be asking 100,000 people to start training at the
company, in order to start sound operations at Foxconn in Henan.

Prior to this notice, a person within Foxconn had revealed that a plan to
‘shift operations inland’ would involve two-thirds of the production line at
the company’s current plant in Shenzhen. Employees at that plant would be
reduced from the current 400,000 to 100,000. This June notification there-
fore was in accord with the earlier rumours. The future plant in Henan was
to include some 300,000 people.

The future deployment of Foxconn has become fairly clear now, both as
a result of the company’s own information and reports in the media. The
main manufacturing base currently located in Shenzhen will be relocating
to Zhengzhou in Henan province. That facility makes computer connectors.
The department that subcontracts the production of Apple products, as well
as the staff at headquarters, will remain in Shenzhen. Employees there will
be downsized to 100,000 people. Factories in Tianjin that are already
producing cell-phone batteries and the external shells of cell phones will
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take over the entire cell phone production business. The computer department
of Foxconn will be moving to Chongqing and Wuhan. According to
reports, the first laptop computers were already being manufactured in
Chongqing as of 18 May.

According to authorities responsible for the Zhengzhou labor market, by
14 August, Foxconn’s Zhengzhou office had participated in nine special
recruitment drives, hiring more than 200 people each time. Positions the
company was hiring for included production group leaders, product-line
managers, and product managers. More than 10,000 applicants were
interviewed. On 14 August, Foxconn also set up nine recruitment stalls at
the Henan provincial labor market. People lined up to apply for jobs, and it
is said that the line was one kilometer long.

With close to 100 million people, Henan is China’s most populous
province. It has consistently been a primary source of rural migrant labor
for the manufacturing centers along the coast. According to the data, close
to 160,000 of Foxconn’s total workforce of 800,000 are from Henan.

During this process, local governments in Henan have been encouraging
people to find jobs ‘on their doorstep’. The group organizing efforts have
been effective in touching a chord in the hearts and minds of laborers.

Source: Foxconn launches mass inland relocation and plans to build
300,000-man plant in Henan, Beijing Youth Daily, 30 June 2010.

The transfer of industries [from east to west] is an expression of China’s
strategy to develop the economies of its less-developed regions, but it is also a
way for the central and western regions to speed up their own urbanizing process.
Commensurate with having relatively fewer secondary and tertiary industries,
these areas are also less urbanized than coastal regions. The result has been that
their populations have been shifting en masse towards the east.

Economic development in China requires the beneficial effects of concentration
but it also requires coordinated and balanced development of various regions.
The shift of industries and the formation of a spatial configuration of cities that
are on a ‘national’ level must abide by similar economic laws.

As a result, it is inevitable that there will be a ‘flying-goose-model’ shift
of labor-intensive industries towards central and western parts of China.
Not all regions will be suited to accepting certain industries, but in overall terms
this is the prevailing trend and it is one that will be beneficial to balancing out
development among regions. At the same time, central and western regions
must refrain from setting up excessive amounts of capital-intensive industries,
which will only bias them against the advantages of labor-intensive-type
business. They need to create a better climate for markets and investment so as
to be able to receive the industrial shift from the east (see Box 5.2).
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Box 5.2 Central and western regions should beware of falling
into the ‘Mezzogiorno trap’

The term ‘mezzogiorno’ refers specifically to the southern part of the Italian
peninsula, including the islands of Sicily and Sardinia. More generally, it
refers to the southern part of the country, which is considerably less devel-
oped than the north. The north—south discrepancy in Italy is unusual among
developing countries. It is not unique, however, for Germany’s situation
has also produced a long-standing disparity in levels of development
between east and west. Once Germany was reunified, that gap could not
easily be bridged, creating a situation not unlike that of north and south
Italy. Economists therefore often refer to Europe’s ‘two mezzogiornos’.
Both of the lesser-developed areas enjoy substantial funding in the form of
transfer payments from the central government, and are the object of
special treatment, but this has had the effect of creating modes of develop-
ment and industrial structures that are not fully suited to their own
resources. It has led to insufficient employment opportunities and uneven
distribution of income. Despite spurring growth to a certain degree, in the
end the strategy has not been able to realize true unification. The phenom-
enon is referred to as ‘falling into the mezzogiorno trap’.

The southern part of Italy began its ‘catching-up process’ from the
position of being a traditional agricultural economy, while Germany began
from the position of being a planned-economy system. These two areas are
therefore a precise mirror of two transforming processes that are currently
being faced by China’s central and western regions. That is, the two regions
in China are transitioning away from a ‘dual-economy structure’ and are
‘switching tracks’ from a centrally planned towards a market-economy
system. Lessons derived from the ‘two mezzogiornos’ are therefore highly
significant when it comes to implementing China’s ‘catch-up’ strategy for
its own central and western regions.

China’s central government has implemented a variety of measures since
the beginning of the twenty-first century to spur accelerated development
of the central and western parts of the country. These include building up
basic infrastructure, investing in production capacity, subsidizing public
services and social security, and so on. The central government
has invested large amounts in the two regions, through transfer payments
as well as fiscal support of other kinds. This has changed the previous
regional pattern of resource distribution to a considerable degree. It
has spurred economic growth as well as social development and has been
able to demonstrate the start of integration [or ‘convergence’] with China’s
eastern region.

Unfortunately, the ‘emergence’ of China’s central and western regions
has not been characterized by an increase in labor-intensive industries.
Instead, it has been accompanied by a swift rise in capital-intensive
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manufacturing. The speed at which capital-intensive industries have
developed since 2000 is far greater than the speed of similar development
along the east coast. The current amount of investment exceeds that
along the coast. This phenomenon of ‘capital intensification’ is a kind
of accelerated industrialization that is driven by government-led programs
and by investment.

If we are to avoid the lessons of the mezzogiorno trap, we must now
begin to modify our regional development strategy. We must, in timely
fashion, ensure that these regions are pulled back onto the ‘track’ of using
their own comparative advantages.

Urbanization, innovation, and economic restructuring

The process of ‘urbanizing’ in China is being done in tandem with ongoing
restructuring of the entire economy. The two processes are interactive in that they
affect one another. Above, we have discussed the relationship between urbaniza-
tion and economic structure from the perspective of such things as ‘concentration
effect’, ‘scale effect’ [economies of scale], changes in cost of labor, diversifica-
tion of industries, and so on. We have looked at how such things affect urban
employment. The link between urbanizing and economic restructuring is not,
however, limited to these things.

Cities are increasingly the source of innovation in modern economies. Figure 5.8
shows the degree of innovative activity in 2008 among China’s 30 provinces,
major cities, and autonomous regions as charted against levels of urbanization.
(Innovative activity is expressed in terms of expenditures per capita per year on
research and development.)?

It is not hard to see the distinctly positive correlation between the two varia-
bles. The higher the level of urbanization, the more there is innovative activity
within the economy.

One can also see a close relationship between levels of urbanization and the
results of innovation. Figure 5.9 shows that those places with higher levels of
urbanization also had higher levels of patent applications per 10,000 people at the
end of 2008, and the innovative activities produced more results. The reverse was
also true: lower levels of urbanization had relatively weaker innovative activity.

The close tie between urbanization and innovation is extremely relevant when
it comes to addressing problems of urban employment. First, innovation spurs
diversification of industries, which enables more diversified demand for employ-
ment. Second, it can also have a constraining effect on demand for labor,
however, since innovation helps improve labor productivity and lowers the per-
unit cost of labor — this is when the situation is viewed from a static perspective.
Third, when viewed from a dynamic perspective, innovation still raises labor
productivity, but in the process creates more competitive and vital urban economies,
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which over the long run draws more labor in to cities. Fourth, by its very nature,
innovative activity is an indispensable link in the industrial chain. Innovative
activity in itself creates tremendous numbers of job opportunities.

An excellent example is provided by Tokyo’s TAMA. It shows how universi-
ties and research institutes in an urban area can cooperate with local industrial
development (see Box 5.3).

Box 5.3 Tokyo’s TAMA (Metropolitan Association for Advanced
Technologies)

The Metropolitan Association for Advanced Technologies (TAMA) was
established with the support of Japan’s Ministry of Economy, Trade, and
Industry. Set up in 1998, its main purpose has been to revitalize the Tokyo
metropolitan area and industries in Tokyo’s western region. TAMA aims
to assist in developing new technologies, products, and services. It links
nearly 200 enterprises with large numbers of other kinds of organizations,
enabling cooperative activities that allow smaller enterprises to have access
to new technologies, to market information, to product development and
design, and to export information.

In setting up TAMA, the local business circles and government put great
consideration into the capacities and actual situation of the local area, and
they also took into account relevant international models. The TAMA
district covers an area that includes 3 counties, 74 cities, more than 300,000
small enterprises, and around 40 universities. Among all of these, around
300 companies and 34 universities are actual members of the association.
The association seeks to strengthen industrial interaction and industry—
university ties through exchanges and cooperative research projects.
(Traditionally, this kind of connection has been weak in Japan.) TAMA’s
overarching goal is to spur the research and development of new technologies
as well as their commercialization. TAMA has set up a technology-licensing
department to help with granting licenses to use technology for commercial
purposes. The region covered by TAMA is particularly strong in machinery,
electronics, instrumentation, and control systems. After 10 years of experi-
ence, TAMA has successfully focused the attention of decision-makers on
companies in these fields, on the problems they face, and on setting up ties
between the academic and corporate communities.

Source: OECD: Trend and Policy of Urbanization in OECD Countries,
Background Report, 2010.

Finding solutions to issues of urban employment

Providing sufficient job opportunities is of ultimate importance to a healthy
process of urbanization in China. The country must be proactive in setting up



170 China’s new urbanization strategy

employment policies that integrate a number of issues and considerations, includ-
ing demographic trends, changing industrial structures in different regions, and
the way the labor market is segregated or ‘compartmentalized’. At the same time,
the country must accelerate the process of industrial restructuring in different
regions, depending on the nature of each region’s resource endowment.

[The following ten points provide an outline of possible solutions.]

1 Depending on the type of unemployment risk faced by different
groups of urban and rural labor, formulate specific policies
targeted at unemployment insurance and job creation

By now, China has basically addressed its problem of hidden unemployment in
both urban and rural areas, but cyclical unemployment and natural unemploy-
ment are also now relatively more pronounced. Different employment groups are
more or less vulnerable to different kinds of unemployment so policies should
deal with each group as a specific category.

Rural migrant workers are more subject to the impact of cyclical unemploy-
ment. Proactive employment policies should be extended to them as we attempt
to break through the way our systems segregate out this group of people, in terms
of labor markets and public services. We must equalize social security and the
ability of rural migrant workers to become legitimate urban residents.

As for people in cities who are not highly qualified and are facing unemploy-
ment, policies should focus on improving their employment capacities. In imple-
menting social protection policies, we should improve the efficiencies of targeted
programs. For college students who are not able to find jobs due to the increase
in their numbers and the problems associated with matching qualifications with
the right position, we should extend a proper degree of social protection as well
as providing public services in the form of training and employment services. The
aim is to shorten the painful process of finding a job.

2 Improve the statistical systems that measure urban employment

Our current way of accounting for employment in cities is inadequate. Many
places lack accurate statistics about ‘rural migrant worker’ employment and
‘unofficial’ employment. This is detrimental to the accuracy of any policies
aimed at providing employment services and support. It prevents rural migrant
workers and ‘unofficial employees’ from enjoying the benefits of preferential
government policies as well as the necessary government employment services.
We should adopt international standards with respect to employment and unem-
ployment in similar fields. We should improve our survey systems and statistical
systems. We should make employment and unemployment figures the responsi-
bility of local governments and also part of how the performance of local author-
ities is measured. We should ensure that accurate statistical measures receive
greater weight in the system.
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3 Adjust population policies at the appropriate time, as the country’s
demographic structure changes

In around the year 2015, China’s effective labor supply will peak, after which
labor supply will gradually begin to decline. We will go quite quickly from a
‘population bonus’ to a ‘population deficit’. Fewer people will have to be support-
ing society at large in addition to their own families. The burden of caring for the
elderly will be vastly increased. As a result, there is an urgent need right now for
us to ‘fix the roof before it starts raining’, to improve our social security systems
in both urban and rural areas. In addition, in certain areas that have the right
qualifications, we can go a step further in relaxing policies that apply to family
planning. This will postpone the arrival of the impending ‘population deficit’.

4 Accelerate a geographic shift of industries in progressive fash-
ion, depending on the labor-supply situation in different regions.
Actively promote industrial restructuring and transformation of the
types of industries in areas along the coast

To a certain degree, a decline in the effective supply of labor will mitigate problems
of unemployment. Certain regions and certain sectors of the economy will be expe-
riencing labor shortages. Since this will be more pronounced in aging populations
in the countryside and in more developed coastal areas, the speed and absolute size
of the labor migration into cities from the countryside will decline. Structural short-
ages of labor in labor-intensive manufacturing industries along the coast will mean
that these industries see an intensification of labor shortages. This will increase the
cost of labor in these areas and industries. We should therefore put considerable
effort into restructuring industries. Industries along the coast should become more
capital-intensive and the percentage of high-end service industries should increase.

5 Accelerate the process of developing service industries

A key prerequisite for achieving economies of scale in service industries, as well as
for achieving a finer division of labor, involves greater concentrations of people in
cities. The growth of service industries then also becomes the most important way
to address employment problems in cities. We should ensure that more private capi-
tal is able to enter into service industries by breaking the monopolies that currently
apply to telecommunications, airlines, railroads, and the postal service. Our aim is to
accelerate the modernization of service systems and mechanisms. We should accel-
erate reform of financial-services industries, including banking, securities, and insur-
ance. We should accelerate the globalization of China’s financial-services systems
and the process of integrating those systems with the rest of the world. We should
accelerate reform of public services and the departments and units that supply those
services. This includes rationalizing the pricing mechanisms for water, electricity,
natural gas, and other such public products. At the same time, we must ensure that
the most vulnerable groups in our urban populations are subsidized and protected.
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We should seek to exploit all potential sources of employment in the traditional
industries, by upgrading them and diversifying their traditional approaches. The
intent is to extend the ‘production chain’ and thereby provide more jobs. In
addition, we should actively promote reform of China’s public-finance system.
We should continue to explore the prospects of consolidating the business tax and
the value-added tax, thereby reducing the double tax burden now being borne by
service industries.

6 Ensure that regions employ their relative advantages in the course
of developing their economies; abide by objective laws of industrial
development in the course of urbanization

As industrial restructuring and upgrading takes place in the eastern part of China,
labor-intensive manufacturing will move progressively toward central and west-
ern parts of the country. Those regions will then play a greater role in absorbing
the rural population and providing it with employment. These places should
therefore focus on labor-intensive industries as they develop heavy industry.
They should avoid a tendency to neglect their comparative advantage in terms of
labor-intensive types of business.

One very important policy adjustment will have to deal with how to accom-
modate the structural changes of industries in the east. Environmental protections
must be strengthened as this happens, as well as provisions that relate to resource
conservation. Laborers’ rights and interests must be protected. The density of
populations in the western and central parts of the country is lower than it is in
the east. Small towns may not have a comparative advantage, and they also may
lack much of any industry on which to rely. It is hard for them to create econo-
mies of scale or to extend out the industrial chain, so that their ability to absorb
labor is reduced. It will therefore be necessary to form large cities in the west that
are accorded fairly high status.

7 Maintain a diversified range of urban industries, in order to ensure
the greatest ‘absorption capacity’ for jobs

We should take a lesson from the experience of the USA, the UK, and other
developed countries, whose employment was hit hard by the global financial
crisis. In the process of urbanization, we should be sure to maintain a certain
degree of manufacturing, in order to keep demand for employment at all levels.
This includes diversification in such mega-cities as Shanghai and Beijing as well
(Yusuf, 2008).

8 Be proactive in finding ways to further innovation in technologies,
products, and services

We should increase the strength of national budgetary expenditures on science
and technology, and innovative approaches to products and services. We should
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strengthen centralized coordinating functions at the state level with respect to the
whole process of scientific and technical innovations. We should carry out overall
coordination of policies and implementations with respect to major science and
technology plans and national science and technology development strategies.
We should set up mechanisms for jointly held conferences for government
departments involved in science and technology. We should strengthen the inte-
gration of state-level resources being put into public science and technology, and
set up mechanisms for public benefit of the results of publicly funded science and
technology.

We should support independently funded innovation, and improve our policies
with respect to how independent technological innovations are managed. We
should speed up the conversion of scientific results into commercial applications,
and accelerate research that is strategically important to China’s socioeconomic
development. We should set up innovative systems that ‘take the entrepreneur as
primary’. That means encouraging and guiding entrepreneurs to increase invest-
ment in R&D and commercial applications of the results, through a whole range
of policy measures, including tax benefits, financing, government procurement,
and science and technology programs.

9 Put greater effort into improving the climate for investment and
into fostering entrepreneurs

Entrepreneurs serve the function of reintegrating various kinds of innovative
factors. They discover and open up new markets and they push forward new
technologies. They are constantly developing products and services that are
needed for economic and social development. Right now, we should be trying to
improve the investment climate for entrepreneurship, which includes improving
the necessary ‘hardware’ as well as ‘software’. We should change the way in
which many localities focus only on the hardware and not the software, which
means protecting the innovative spirit of entrepreneurs, treating them properly by
creating an atmosphere that is conducive to their setting up businesses and being
innovative.

10 Actively find ways to help small and medium-sized
companies grow

Small and medium-sized companies are the main channel for non-agricultural
employment in China. They are also the means by which the country will trans-
form its type of economic structure. We should make comprehensive use of poli-
cies dealing with financing, taxation, and fiscal measures to relieve bottlenecks
that such companies face in terms of funding, technology, and personnel. We
should actively foster the growth of technology-type and service-type companies,
while at the same time guiding small and medium-sized companies to get rid of
excess and outdated production capacity.
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Notes

1

The registered urban unemployment rate refers to the ratio of the registered urban
people without jobs to the total sum of the urban people with jobs and the registered
urban people without jobs.

Although the Ministry of Human Resources and Social Security did not make public the
data about the surveyed unemployment rate, it pointed out that in recent years this indi-
cator had been converging with the registered unemployment rate. The former was
roughly 1 percentage point higher than the latter. On this basis, we add 1 percentage
point on top of the registered unemployment rate for 2006 and 2007 as the estimated
values of the surveyed unemployment rate.

The specific calculating method is as follows: the standard difference and mean value
of the employment in 13 industries are worked out on the basis of the employment in
the 13 nonagricultural industries. Then by dividing the standard difference with the
mean value, we can come up with the variation coefficient for the employment of a
specific city.

Relocation without Pollution, South China Net: http://fs.southcn.com/fszt/bzh/bd/
content/2008-08/13/content_5302770.htm.

Tibet is not included for lack of relevant data.



6 How to improve the provision of
public services in urban areas

Urbanization is one important way to ensure that all people enjoy the results of
economic growth and modern civilization. Providing public services within cities
is a necessary part of ensuring the sound development of those cities. Right now,
and for the foreseeable future in China, very large numbers of rural migrant
workers are gradually being absorbed into cities. Whether or not the cities can
provide adequate public services for existing urban residents, let alone new ones,
is a great challenge for the government. The need for services challenges the
government’s capacity to provide them, as well as the methods and levels at
which they are provided.

For quite some time after New China was established, cities were regarded as
the medium for industrialization and for simply growing the economy.
‘Urbanization’ was a derivative of the concept of ‘economic growth’. Under a
model of development that turned ‘consumption-type cities’ into ‘production-
type cities’, the provision of public services was slighted. This has changed
dramatically since the start of reform and opening up, with improvements in the
ability to supply services and in the establishment of urban systems, but there is
still a distinct discrepancy between supply and demand.

Furthermore, we must also look to the future. Within 10 years, another 200
million rural migrant workers will become legitimate urban residents, putting
intense demands on the need for public services. Improving the provision of
public services is therefore one of the greatest challenges facing China as it
urbanizes at a very fast pace. Providing public services is also critical if we are
to avoid having slums and other ‘urban syndromes’ in Chinese cities.

The current state of public services in China’s cities

Cities can be regarded as ‘public service centers’ when seen from the perspective
of urban functions. To a large extent, the success of urban functions depends
upon a city’s capacity to provide public services. When public services are inad-
equate, whether due to poor capacity or to an urban population that exceeds the
carrying capacity of the city, the very likely result is the appearance of urban
syndromes and slums (see Box 6.1).
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Box 6.1 Urban ailments: slums

Around one billion people in the world are currently living in slums,
according to a United Nations report prepared by UN-HABITAT [the
Human Settlements Programme at the UN], called The Challenge of Slums.
This figure represents around one-third of all the people in the world who
are living in cities. It represents one-sixth of the world’s total population.

If effective measures are not adopted, the UN estimates that the figure
might double within the next 30 years, to two billion. At that time, there
will be at least 550 million impoverished people living in slums in Asia,
some 188.7 million in Africa, some 128 million in Latin America and the
Caribbean, and another 54 million living in around thirty of the world’s
most prosperous nations.

Slums are not a new phenomenon in the course of the world’s urbaniza-
tion. Dublin, for example, was ‘one of the worst places in Europe in the
nineteenth century’, Paris too was noted for its slums. ‘The French popula-
tion increased from 29 million to 36 million between the years 1815
and 1851. Cities absorbed all those who were unable to find work in rural
areas, and yet jobs were not available in cities either. Unemployment and
excessive crowding created shocking living conditions. Only one-fifth of
all urban households had access to running water. In 1832, a cholera
epidemic took the lives of around 20,000 Parisians.’ Other cities have also
experienced dreadful slums, including Liverpool, Melbourne, New York,
and Tokyo.

The first slums in the world appeared in England. Large numbers of the
rural population began to flock into cities under the impetus of the
Industrial Revolution. The first slum had appeared in London by 1820, and
more began to form as the living conditions of the lowest tier of the city’s
inhabitants worsened. The UK government gradually began to explore
measures to deal with the problems. In 1875, Parliament passed the
‘Dwellings Improvement Act’. This was designed to eliminate slums and
build low-cost housing. In addition to direct eradication of slums, the UK
government passed policies aimed specifically at providing welfare-type
housing for poorer families. For example, a ‘council housing’ system has
been implemented since the 1950s and 1960s. The current welfare system
in the UK has basically resolved the problem of actual slums. In order to
deal with that portion of the population that is ‘homeless’, the UK has
introduced measures to provide ‘basic housing security’.

As an overall phenomenon, slums were a nightmare that western coun-
tries found unavoidable at the time. Only after the Second World War were
slums dealt with in reasonably good fashion as western economies resumed
growth and welfare policies were put in place. In fact, the appearance,
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growth, and eradication of slums is a process that moves in concert with a
country’s urbanization. The governments of all countries, and their major
cities, have had to go through a transition from avoidance to acceptance,
from ignoring the problems to emphasizing solutions. Given a necessary
foundation of ongoing economic growth, the only way to eliminate slums
is to link policies regarding slums to programs that reduce urban poverty.
Such programs must address things like employment, income, health,
education, housing, basic urban infrastructure, and public services.
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The range of things regarded as ‘public services’

China has been declaring that the country is aiming for ‘constant improvement’
in the provision of public services. It has set forth the goal of ‘equalizing’ the
provision of public services, but as yet there is no explicit definition of what
this concept of ‘public services’ means. There is not even a definition of what
‘basic public services’ entail. Any analysis of China’s current situation and the
challenges it faces with respect to urban public services must therefore first define
the terms.

In this report, we divide all ‘public things’ that the government plays the lead-
ing role in providing into two separate components, public products, and public
services. ‘Public products’ mainly refers to physical things that are provided and
ultimately ‘consumed’, including roads, public buildings, basic infrastructure,
and facilities. ‘Public services’ mainly refers to things with a ‘service’ compo-
nent, such as public administrative services, education, health, social security,
and so on.!

The definition of “urban public services’ incorporates four criteria. Such things
must be ‘basic’, ‘extensive’ [or broadly applicable], ‘urgent’ [or meeting immedi-
ate needs], and ‘feasible’.

The term ‘basic’ refers to public services that have a fundamental role in
people’s lives and the city’s functions. ‘Extensive’ refers to public services that
touch upon every household and every individual in the city. ‘Urgent’ refers to
those public services that are of immediate and practical use to the great mass of
urban residents, and that provide them with immediate benefit. ‘Feasible’ refers
to the need to ensure that provision of services falls within the capacities of public
finance and within the city’s level of economic development. As an example, the
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great majority of cities in China right now can only provide nine years of compul-
sory education as a ‘basic public service’. Education at the high-school level is
still not considered to be within the scope of feasible public services.

In line with the criteria listed above, this chapter will address public services
that relate to the following: ‘the basic right to exist’ of urban residents, ‘basic
respect’ [or dignity], ‘basic abilities’, and ‘basic health’. These things include
such items as compulsory education, public health, basic medical care, and all
kinds of social welfare and services. Other forms of public services will be
addressed more specifically in Chapter 7, including public products that ensure
the operating of city systems and functions, such as public transport, water
supply, sewage, sanitation, environmental protection, and so on.

The current state of the development of urban public services
in China

The long-standing problem of inadequate supply of public services in China
has improved to a degree. The quality and effectiveness of services has risen
markedly. Education, medical, and social security systems are gradually being set
up and improved upon.

Compulsory education

Compared with the situation in rural areas, compulsory education in cities has
now developed to a much higher level. Nine years of compulsory education is
now available. The number of students in primary schools and middle schools in
China’s cities has basically been stable when comparing the years 2000 and 2007.
The number of primary-school students is consistently around 17.61 million, and
that of middle-school students is around 10.48 million. The number of actual
schools has declined considerably, however. In 2007, there were 17,535 primary
schools and 7,-594 middle schools (see Table 6.1).

Basic medical care

Public health and basic medical services in China mainly include the following
components: disease prevention and control, health education, maternal and child

Table 6.1 China’s urban compulsory education development

Year  Junior high Vocational junior high ~ Primary school
Number of  Enrolments Number of Enrolments Number of Enrolments
schools schools schools

2000 12,723 10,346,351 142 27,571 32,154 18,166,507

2007 7,594 10,475,859 13 8,104 17,535 17,610,813

Source: China Education Statistical Yearbook.
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care, mental health, emergency treatment, collection and provision of blood,
health supervision, and family planning. The vast majority of healthcare resources
are concentrated in cities. China’s total expenditures on healthcare increased by
68 times between the years 1980 and 2006, from RMB 14.32 billion in 1980 to
RMB 984.33 billion in 2006. As compared with public spending on other types
of public consumption, this was fairly low. Between 1998 and 2005, expenditures
on public health and basic medical treatment constituted only around 4-5 per cent
of total budgetary expenditures.

Social security

China has gradually set up basic pension insurance systems for urban workers
that combine ‘social pooling’ of funds with individual accounts. The governmen-
tal level at which the funds are pooled and managed is constantly going up and
the coverage of old-age pensions is gradually being expanded. At the end of
2008, the number of people participating in basic pension insurance plans, nation-
wide, came to 218.911 million. Among these, 165.875 million were currently
employed workers, 53.036 million were retirees.

Urban medical insurance includes basic medical treatment insurance for urban
workers [i.e., ‘staff’, a term that does not include labourers] and basic medical
treatment insurance for urban residents. At the end of 2008, there were 199.956
million urban employees participating in such insurance plans. Pilot-site projects
to extend insurance for major illness began in 2007.

By the end of 2008, a total of 40.68 million urban residents nationwide were
participating in urban residents’ basic medical insurance systems. The number of
people covered by unemployment insurance, work injury insurance and child-
birth insurance has also gradually risen. At the end of 2008, a total of 123.998
million people across the country were participating in unemployment insurance,
137.872 million in work injury insurance, and 92.541 million in childbirth
[maternity] insurance.

In overall terms, however, China’s urban social security system still suffers
from a number of problems. These include inadequate coverage, ‘pooling’ at an
administrative level that is too low, lack of mandatory rules on funding contribu-
tions, and low levels of management and the ‘socialization’ of services. Since the
social security system was set up only gradually, after experimentation, it is
managed separately and in different ways in different regions, which has led to
differing levels of insurance. Distinct differences can even show up within a
given city, since the standards relating to three forms of insurance are different.
That is, there are different standards for people in government bodies, people in
public institutions, and people in corporate enterprises. In addition, the great
majority of rural migrant workers are excluded from any kind of system at all.

Housing security

Two documents came out in 2007 relating to housing: Various Opinions of the
State Council on Resolving Housing Problems of Low-Income Families in Urban
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Areas and Administrative Procedures Relating to the Security Funds for
Low-Rent Housing. In 2007, investment in low-income housing nationwide
approached RMB 9.4 billion. This exceeded the amount of funding that had been
set aside for the purpose over the previous several years. New guaranteed housing
units increased in that year by 680,000 units. By the end of November 2009,
there were 18.5 million ‘sets’ of low-rent housing either being built or for which
funds had been accumulated. Within this figure, 15.84 million units were
newly constructed, nationwide, while 2.66 million more had been purchased or
remodeled to serve the new function. Some 2.92 million people were receiving
subsidized housing, among which 800,000 households were new additions.
(Du Yu, 2010).

Currently, there are still around 7.47 million low-income people in China who
live in less than ten square meters of space. This is 4 per cent of all urban house-
holds in the country.

According to the 2009-2011 Plan for Low-Rent Housing Security, put out by
a department within the State Council, 7.5 million units of guaranteed housing are
to be built within these three years. If this plan is implemented as planned, the
housing will cover all those currently living in less than 10 square meters of
space. Overall, however, the construction of such low-rent housing has been
proceeding very slowly because local governments are not enthusiastic about it.
New housing being built that is devoted to low-rent housing currently comes to
less than 1 per cent of the total. Moreover, plans are irrational in places, matching
funding is not made available, standards for entry are too high, styles are too
monotonous, and so on.

Public services for the migrant population and for
vulnerable groups

China is currently undergoing a period of extremely rapid urbanization. At the
same time, social mobility is also increasing, in line with socioeconomic struc-
tural changes, and the total number of the migrant population is increasing.
In addition to rural migrant workers, this population of ‘migrants’ includes
millions of college graduates who are newly certified with degrees and now look-
ing for work, generally outside the place of their household registration. It also
includes large numbers of people who have urban household residency status in
one city but are living and working in other cities.

In 2012, the total size of the migrant population in China came to 210 million
people. The flow was primarily in the direction of countryside to cities and from
one city to another.?

Vulnerable groups of people in cities in China mainly include rural migrant
workers and migrant children, and people who are poor, old, disabled, mentally
ill, unemployed, or laid-off. They also include victims of disasters, and
people who are ‘in a weak position in terms of their employment’. This is a
simplified list and also includes many people who belong to one or more of these
categories.



How to improve the provision of public services in urban areas 181

Vulnerable people are the most in need of public services, since they are most
lacking in the ability to care for themselves. To a degree, the level of public
services extended to vulnerable people is an indication of the humanitarian
concern of the municipal government. Looked at in overall terms, the way in
which China cares for its most vulnerable populations does not come up to the
mark. The country is not doing enough. Public services are inadequately targeted
at these people, and indeed when the migrant population or members of vulner-
able groups do partake of public services, they are subjected to various forms of
social discrimination and outright exclusion.

Public services for the migrant population

Large numbers of people migrate to cities each year in China. Once there, they
are unable to enjoy the benefits of urbanization, and particularly the social
services that urban residents enjoy, due to either systemic factors or policy
constraints. Not only is the unequal treatment they do receive with respect to jobs,
education, and health detrimental to their own personal development, but it also
damages all others in the city as well. It obstructs the effective allocation of
human resources, it lessens the positive effects of concentrating people in cities,
and it damages the quality of urbanization.

Labour market policy issues

Given the administrative system by which urban and rural people are classified in
a ‘dual’ manner, according to the original location of their household registration,
labour markets in China are also highly segregated. The migrant population is
described in Chinese as ‘labour from outside’. Discrimination that derives from
the labour markets generally makes it impossible for the migrant population ever
to find a ‘decent job’. Since ‘labour from outside’ also lacks legal protections and
systemic protections, it mostly works in jobs that involve heavy physical labour
and are poorly paid. Moreover, ‘different pay rates for the same amount of work’
is a widespread phenomenon, as well as different rights applying to the same
work. Such practices can be found within one enterprise.

Long-standing policies in China have been biased in favour of cities as
opposed to rural areas, and have protected municipalities. Such policies have kept
the rural population from enjoying the improvements in well-being that have
come to urban residents in the course of economic growth and urban develop-
ment. According to a survey conducted by the UNDP in some of China’s prov-
inces in 2009, low-skilled labour of migrant populations in a given place work
half again as long, for the same pay, as local labour in those places.

The education of migrant children

Right now, there are more than 20 million migrant children in China who should
by all rights be entitled to compulsory education. These children are scattered
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throughout cities in the country and the education that they are receiving in
many instances is at an even lower level than what they would get in the country-
side. Many are also forced to leave school, or do so voluntarily, as a result
of poverty or because their parents are constantly on the move. Some cannot
be placed in school at the right time when they come of school age, which
means that they attend classes for much younger students when they are already
young adults.

The policy guidance of the Central government with respect to the issue
of compulsory education for migrant children is that the children should ‘go
primarily to public schools and should attend school primarily in the place to
which they have migrated’. In terms of policy, therefore, migrant children are not
prevented from going to urban public schools. In terms of the actual situation,
however, all kinds of intangible restrictions as well as fees exist to prevent this
from happening.

In many cities, publicly operated schools either completely refuse to take in the
children of migrant people. or accept them but charge high fees on top of the
normal miscellaneous school fees. Such fees are ostensibly for the special assis-
tance needed by such children. As a result, many children have no alternative but
to go to schools operated specifically for children of rural migrant workers.
‘Rural-migrant-worker schools’ lack the most basic qualifications to serve as
schools, however. Their inadequate academic facilities also means that students
have no guarantee of personal safety. The caliber of teachers is sufficiently low
that academic quality is compromised, which again is detrimental to the long-
term development of the child.

Local governments are not inclined to deal with the issues of schooling for
migrant children. Right now, school budgets in China are determined according
to the number of school-age children in the officially registered population of a
given place. This means that migrant children who have left the locale of their
‘household registration’ find it hard to get equal treatment when it comes to
public spending. The consequence is that ‘compulsory education’ in most places
is de facto determined by the level of economic development in a city and by the
state of the local government’s fiscal budget.

Starting in 2008, Guangdong province has been receiving a special allocation
for the education of children of rural migrant workers in the amount of RMB 100
million per year. This is still not sufficient, however, to reduce the tremendous
pressure of funding education for these children. In 2009, children of rural
migrant workers in the province accounted for one-third of all rural migrant
workers’ children nationwide. The number of migrant-worker children in
Guangdong comes to six times the number in Beijing. Eighty-five per cent of
these are concentrated in the Pearl River delta area, where one of every two
primary-school students is a ‘non-household-registered’ student, and one of every
four middle-school students is the same.

The fiscal revenues of Guangdong come to more than RMB 8§ trillion every
year, of which Guangdong has to “hand up’ 60 per cent to the Central government
[national treasury]. Only somewhat more than RMB 2 trillion is left for various
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spending requirements, and this has to be spread over the needs of a population
of more than 100 million people.

Health issues of the migrant population

China’s social security system is linked in to the whole system of household
registration. Cities have better health facilities and medical human resources than
rural areas, but this does not mean that such facilities are available for taking care
of a city’s migrant population. The medical services enjoyed by the migrant
population are far less than those enjoyed by the proper urban residents.

In China, Shanghai is considered a ‘model city’ when it comes to providing
services for its migrant population. Nevertheless, in 2004, only two-thirds of
migrant children in the city were vaccinated while all of the children of the offi-
cially registered population were vaccinated (UNDP, 2009).

Relatively speaking, living conditions for migrant children are miserable,
which influences health in general and also contributes to the swift transmission
of epidemic diseases. The cost of urban medical services is high, so when chil-
dren get sick they are often sent back to the countryside for treatment. This
prolongs the time they are sick, and extends the time needed for treatment.

Surveys have been done on the ‘reproductive health’ of the migrant population.
This population is dominated by young adults who are at a sexually active age.
Their level of education tends to be low, their physical work is intensive, and
their living conditions are poor. They commonly engage in high-risk sexual
behaviour and their awareness of the health consequences is quite low. These
people therefore have a high incidence of sexually transmitted diseases and are in
a high-risk category when it comes to reproductive disorders.

Some pregnant women among the migrant population fail to have regular
check-ups prior to giving birth because they are poor, nor do they go to regular
hospitals for delivery. This is unlike women who have official urban household
registrations. Instead, expecting migrant mothers have no alternative but to seek
cheap and inferior services. Some are sent to hospitals only when their lives are
in danger. Due to tardy treatment, this leads to both maternal and perinatal
mortalities (Sun Rongxi et al., 2008).

Migrant children are the most in need of health services among all vulnerable
groups in China’s cities. It is quite apparent that the treatment they actually
receive, however, is less than what children of official residents of cities receive,
as seen in their nutritional status, physical development, and overall health.

Public services for vulnerable groups
The urban poor

This term refers mainly to unemployed people who are poor, to elderly people
who are poor, and to some people who are poor as a result of being sick. All of
these people are in difficult straits because they have no source of income; they
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therefore generally need basic [or minimum] living allowance assistance either
from the government or from ‘society’ at large. The number of unemployed poor
in China’s cities rose sharply towards the end of the twentieth century. This group
gradually became the main source of ‘urban poor’ altogether.

The main social relief system that is aimed at the urban poor in China is called
the ‘minimum living allowance’. In 1999, the State Council promulgated a docu-
ment entitled Provisions for Minimum Living Allowances for Urban Residents.
This formally instituted the system, and since then the amounts of assistance have
steadily risen.

The number of people benefitting from the system has also steadily risen,
according to the Statistical Report on Civil Affairs put out by the Ministry of Civil
Affairs (Table 6.2). The number increased nearly 10-fold between 1999 and
2008. In 2008, there was a total of 23.348 million people receiving benefits. The
average amount each person received in these years was RMB 205.3 per month.
Nevertheless, this minimum living allowance system only addresses the mini-
mum caloric needs as calculated by the level of consumption in any given place.
In fact, what a considerable number of poor people need is a more comprehensive
social relief system.

The disabled

As a country, China has consistently shown concern for people who are disabled.
Efforts to provide for them have grown rapidly, but people who are disabled still
have trouble finding jobs and getting around, and it is undeniable that they are in
a very vulnerable position. There are 82.96 million disabled people in China,
according to the Report on the second National Sampling Survey of Disabled
People. Only 2.608 million of these are enrolled in social insurance programs,
however — just 3.1 per cent of the total number of disabled in the country.

Given the influence of planned-economy concepts, the mainstream view
habitually regards social insurance as something to do with labour relations. The
whole concept is mistakenly seen as a legal relationship built upon the foundation
of labour relations.

Table 6.2 Numbers of China’s urban residents receiving allowance and relief

Item 2004 2005 2006 2007 2008

Urban residents receiving 2205.0 22342 2240.1 2272.1 2334.8
minimum living allowance
(10,000 people)

Urban residents receiving 285.2 234.4 123.0 2432 227.6
temporary relief
(10,000 person/times)

Source: China Statistical Yearbook 2008.
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To a certain extent, this has impeded the ‘socialization’ of social insurance
[meaning, it has impeded the spreading of risks and costs over the entire society].
It has relegated disabled people to remaining outside the scope of social insur-
ance, not just in conceptual terms but also in terms of how systems have been set
up. Quite apart from this, many cities have been remiss in failing to focus on
disabled people as a group needing services. They have shown inadequate
humanitarian concern.

The elderly

China has already entered into the status of being an ‘ageing society’. By the end
of 2008, the country had a total of 109.56 million people aged 65 and over,
accounting for 8.3 per cent of the total national population in that year. Ageing
has physiological causes, but it also has social causes. Retiring, for instance, often
gives people a sense of being ‘useless’. There are also systemic factors that relate
to how older people in cities are increasingly vulnerable. For example, certain
people who are at an older age receive quite low pensions and low levels of
socially provided nursing services, which puts them in need of greater assistance.

Facilities for older people in cities are highly limited. Cultural events, recrea-
tion, rehabilitation services and health facilities, elderly care provisions, social
institutions for the elderly in general are all essentially nil, and certainly cannot
satisfy people’s actual needs. At present, there are close to 38,000 ‘elderly care
institutions’ [nursing homes] at all administrative levels and of all kinds, includ-
ing some that have private investment. There are more than 1.15 million beds,
and more than 860,000 care providers.

To take beds as just one example, however, that number of beds can provide
for less than 0.9 per cent of all elderly. This figure is far below the 5-7 per cent
that is seen internationally.

At present, China has no systematic multi-leveled system to deal with services
for the elderly. There is similarly no way to satisfy the differing needs of elderly
people who have different levels of income. Moreover, the great majority of
nurses who are tending to older people have relatively low levels of education.
They lack any professional knowledge. Most institutions have no specialized
personnel to deal with things like the psychology of the elderly, legal advice,
social work, and so on. Such institutions find it very hard to meet the diversified
and multi-layered needs of older people.

The challenges confronting the attempt to provide public
services in China’s cities

A number of things have contributed to setting up the conceptual basis for provid-
ing public services in China’s cities, as well as the practicalities of providing such
services. These include fast economic growth, ongoing improvement in the
market-economy system, and the stated policy aim of ‘taking the human being
as the core element’ in developing the country. At the same time, China is the
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largest country in the world in terms of population, and it leads the world in the
massive scale of its ‘urbanization’. These factors present unprecedented chal-
lenges to every level of government in the country as each attempts to improve
urban public services and to satisfy diversifying social needs.

Challenges introduced by the needs of newly urbanized populations

Raising the level of urbanization in China will depend on developing cities’
economies, but it will also depend on services that cities can provide. This
includes both ‘hardware’ and ‘software’ services. An excellent set of public
services can spur healthy growth, but the opposite is also true: poor services block
further growth. Right now, China’s problems of ‘villages within cities’ and
‘urban syndromes’ can be attributed to retarded development of public services.
Many of China’s cities are severely deficient in services. Add to that the antici-
pated additional 20 million people per year in China’s cities and you come up
with massive demand. Setting up municipal public-service systems that can meet
the needs of urban development is going to be a heavy responsibility and a long
and arduous task.

China is expected to reach its peak population in 2030, at which time the coun-
try’s rate of urbanization will be some 65 per cent. In the next 20 years, another
400 million people are expected to become proper urban residents in China, and
there is no question that these people will be generating tremendous demand for
public services. Education is just one example. Despite the fact that the national
government currently requires municipal governments to admit the children of
rural migrant workers into their public school systems, a very large number of
such children are unable to get into public schools. They have no alternative but
to attend ‘rural-migrant-worker schools’. According to a survey by the State
Statistical Bureau, undertaken in 2006, 17 per cent of rural migrant workers are
accompanied by their children and these children attend school in the local city.
The ratio at which they attend rural-migrant-worker schools as opposed to public
schools, however, is around seven to three.

Meanwhile, the number of school-age children that needs to be educated has
already far surpassed the capacity of districts to provide schools for them, given
the accelerating pace of urbanization. Housing is the same. Under our current
housing system, both low-rent housing and affordable housing are aimed at only
those people who hold a proper urban residency permit. The system has not been
opened up to encompass rural migrant workers. The de facto approach of most
places when it comes to housing for these people is to ‘let the water flow where
it may’. Housing for rural migrant workers naturally flows outside the bounds of
the housing security system.

China may well be able to increase ‘domestic demand’ only through undertak-
ing a ‘new style of urbanization’, but finding ways to fund the process is an
enormous challenge. This is particularly true of funding public services or those
semi-public services that take in minor amounts of fees for providing services.
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Not only is funding a challenge, but the whole process of providing services
involves the matter of fair distribution of resources among different cities and
different groups of people, and it comes up against ‘rigid constraints’ such as
the limited amount of land. We have to address not only these issues but also
the ever-increasing demand of the existing urban population for better services.
We are indeed confronting major challenges.

Challenges arising from ongoing increases in the demand
for public services

People’s expectations with respect to public services are constantly being
upgraded as development levels improve. Right now, China’s urban residents are
moving from a state of ‘subsistence’ toward enjoyment-oriented living. Their
range of needs and the ‘substance’ of their needs are constantly expanding,
moving from quantitative to qualitative considerations, and also beginning to
incorporate concepts of fairness, justice, and democracy. For example, when a
population is still at the level of just trying to survive [staying warm and getting
enough to eat], people are not focused on the quality of the air around them or
their ‘living environment’. By now, those things have already become part of
people’s ‘basic needs’. Demands to clean up pollution are becoming ever more
insistent. In an era when survival as opposed to ‘good health’ is not the main
issue, people are more focused on such communicable diseases as tuberculosis,
hepatitis B, and AIDS, while now they begin to worry about more chronic
diseases such as heart disease, vascular diseases, and some kinds of cancer.

Back in the age of bicycles, when time was not the main concern, people
complained about the crowded conditions of buses, not about their slowness.
Now that private cars have entered into family lives and ‘time is money’, people
worry about the time they have to spend finding a parking space. And so on. We
are therefore facing new issues in the process of trying to improve public services
while ‘urbanizing’ the country, namely how to maintain our focus on ‘taking the
human being as the core consideration’ while meeting constantly rising expecta-
tions and still staying within the ‘tolerance constraints’ of limited amounts of
funding.

Box 6.2 The public-service needs of empty-nesters

Not only is Beijing developing at a fairly fast pace, but its population is also
aging fairly quickly. At the end of 2008, the city had 2.18 million ‘elderly
people’ who were officially registered as urban residents, or some 17.7 per
cent of the entire population. The rate of ageing in the city has now moved
into a period of ongoing acceleration. We estimate that the number of
elderly will reach 3.5 million by 2020, at which time they will be 20 per
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cent of the population. The traditional way of living is changing in the city
due to ongoing socioeconomic development, implementation of national
policies regarding family planning, improved housing conditions, and
people’s concepts about living space. The number of people in households
is getting smaller, and ‘empty nesters’ are increasing. More and more adult
children are choosing not to live with their parents, whether because they
are working or studying elsewhere or for other reasons, which has changed
multi-generational family units and household environments.

As a result, the need for public services that can care for empty nesters,
and particularly elderly individuals who are living alone, is increasing.
They need economic support, health and medical services, daily care, and
emotional sustenance. They need new ways of providing services in order
to cope with increasingly intense problems, including medical ‘house
calls’, cleaning services, companionship, cafeterias, and day-care centers
for the elderly.

Source: Sun Fei and Li Jianguo: Care about ‘empty-nest’ old people and
building nursing facilities for them, www.Xilele.com/xinwenzixun/
43617.htm

Challenges brought on by changes in the spatial configurations
of cities and changing ‘types’ of urbanization

Major changes in the spatial configuration of cities are occurring as urbanization
proceeds in China. These present whole new challenges when it comes to provid-
ing urban public services to the population.

The population increase in the core parts of China’s three main ‘mega-cities’
is now beginning to slow down as industries restructure and also as housing
prices in these areas continue to rise. The three are the Bohai gulf region, the
Yangtze River delta, and the Pearl River delta.

As a result, the functions of ‘urban clusters’ within these areas are being read-
justed. New populations flowing into these clusters are creating a tremendous
new demand for urban public services.

In addition, a number of new urban clusters will now be developing in China’s
central and western regions as the climate for investing in these areas improves.
A greater concentration of industries will be attracting the existing rural popula-
tion in these areas. Levels of public service are currently quite backwards in
places that may possibly become new ‘urban clusters’, however, which means we
are facing the tremendous task of building up entire new public-services systems.
We are also confronting the need to finance those systems.

As ‘super-large cities’ continue to develop and as some of their functions are
decentralized out into neighbouring areas, those areas are assuming the burden of
functions formerly performed by the cities themselves. ‘Small towns’ may now
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be developing into ‘small and medium-sized cities’. The great majority of these
small towns lack any ‘framework’ for being cities, however. They are therefore
facing the extreme challenge of constructing entire public-service systems.

As business continues to concentrate in certain areas and people continue to
flow towards urban clusters, the ability of the great majority of small towns to
attract people may well continue to decline. The number of small towns will not
increase dramatically as it has in the past, and some towns may further decline as
economic centers. The positioning or ‘definition’ of what a small town should be
will become more of a challenge if such places are to serve as public-service
centers for the neighbouring countryside.

Challenges brought on by systemic changes

China’s existing system segregates ‘urban’ and ‘rural’, and practices a mode
of reform that is characterized as ‘incremental’. This means that the supply
of public services is provided in segregated fashion to different groups of people.
In addition, China’s fiscal system ‘divides up’ the division of tax revenue in
uneven ways among different areas. All of these systemic factors have created a
situation in which China’s current public-service systems are both fragmented
and multi-tiered.

The kinds of issues that need to be addressed in upgrading public-service
systems, therefore, do not relate merely to quantitative and qualitative considera-
tions. They relate also to ensuring that there is a greater equalization of services
between different kinds of groups of people and among different cities. They
relate to the need to put different systems ‘on the same track’. That is to say,
satisfying the demand for public services in the process of urbanization in China
will require a gradual transformation of government functions. In the course of
improving urban public services, and in the process of urbanization, we will need
to set up public-service systems and mechanisms that allocate resources more
effectively and operate more efficiently.

New types of reform will therefore have to be mobilized. These would include,
for example, reform of the dual administrative system that governs ‘urban’ and
‘rural’. They would include reform of the revenue-sharing system and further
improvements in China’s system of public finance. They would include reform of
the land system, and so on.

Areas that we have not yet vigorously attempted to addre