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the new drive for economic prosperity. In Kunming in the §980s, for
example, the city government had a difficult time enforcing preservation
guidelines for the central city. Retail establishments sought to modernize
rheir hui Bencraiiing greater profits, and city ordi-
MaNCes requiring new structures to be ar least three stories tall conflicred
with attempts to preserve traditional one- and two-story neighborhood
landscapes. Moreover, preservation remains difficult to carry out
throughout China in situations without state support. The most wide-
spread “grass-roots” preservation effore in the post-Mao era has been
the reconstruction of mosques by many of China’s Islamic communities.
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CONCLUDING REMARKS

The continued increase in spatial and functional specialization in Chi-
nese cities is strongly tied to increased autonomy and diversity in the
social and economic spheres. District specialization and intraurban rravel
are likely to increase as Chinese individuals and businesses continue to
gain increasing control over where they live, work, shop, and gather for
recreational activities. This trend is being accentuared by curtent urban
planning tendeucies, with urban administrarors increasingly emphasizing
entywide planning, in which specialized use zones and districts play an
increasingly important role.

Whereas the Maoist city was predicated on a static population and a
very specific ideal of urban life and space, the post-Mao city is devel-
oping in a context of greater socioeconomic and individual mobility and
changing and increasingly complex economic organization and urban
form. The new districts described in this chapter impose a complex and
specialized network on the older forms of the Maoist city and the tra-
ditional city. The increasing specialization of districts within Chinese
cities is a direct result of China’s attempts at reform and redefinition. As
the districts identified above continue to develop, and the strains on
infrastructure increase, the emerging specialized structure of large Chi-
nese cities will continue to diverge from the generalized model advocated
during the Maoist period, and will present increasing challenges to Chi-
nese urban planners, administrators, and residents.

Cities in the Chinese economic system:
changing roles and conditions for autonomy

BARRY NAUGHTON

The lives of urban dwellers are shaped by the cities in which they live,
and cities themselves are shaped by economic forces that extend well
beyond urban boundaries. As economic systems change, the links be-
tween cities and national and international economies change, affecting
the form of cities and the character of urban life. People cluster in large,
dense population units not because they are gregarious but prim.zlliily
because they can accomplish certain activities more productively In cities.
This productivity differential creates the possibility of higher incomes
and more rewarding lifestyles, which artracts people to cities in spite of
the added costs of urban life. Both the opportunities and the freedom
to take advantage of opportunities change during the process of eco-
nomic reform.

In a socialist economic system, economic planners have enormous con-
trol over many economic decisions. Choices of individuals and hous.e-
holds are still important, but they are shaped and constricted in
significant ways by the choices made by planners. In China, even more
than in other socialist countries, planners consistently made choices
about the role and function of cities that tended to undervalue the con-
tribution of cities. Particularly between the early 1960s and the late
1970s, planners restricted the growth of cities, and channeled resources
away from cities, especially the existing large, often coastal, cities. De-
spite their antiurban biases, planners were forced to rely on these same
cities to achieve their own objectives and to collect the inancial resources
they needed to run the economic system. Out of this contradict‘o.ry mix-
ture of neglect and dependence came urban development pohcne.s that
crucially marked the life choices of urban dwellers, and rural residents
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as well. Economic planners needed o control city econoniies, and the
economic policies they adopted enforced that control. The needs and

actions of economic planners in turn encouraged the adoption of social
policies thar emphacized cocial cone

tonomy of urban dwellers.

After the initiation of economic reform, and particularly since the mid-
1980s, these policies have been relaxed in important respects. Some ob-
servers might have supposed that the relaxation of antiurban poticies
would lead to a resurgence of the traditional urban centers, yet by and
large that did not happen during the first decade of reform. In part, this
15 because some crucial elements of the old policy remained in place,
most notably the prohibition against permanent migration to large cities.
Even more important, however, is that reform has caused substanrial
changes in the broader economy within which the role of cities is deter-
mined. Those changes have tended to reduce the distance berween urban
and rural activities and create a more diffuse, sprawly pattern of urban
development. As markers have grown, and as cities have tended to
spread beyond their initial boundaries, the need for planners to exercise
tight control over city economies has become less compelling. Planners
have devolved greater power o city governments, and urban dwellers
have gained more control over their own lives. The characrer of cities,
and thus of urban life, has been markedly altered.

A saerneal P T 1o
uud Sevellly Constiiied e au-

CITIES IN THE TRADITIONAL ECONOMIC SYSTEM

Chinese urbanization and socialist industrialization strategy. A neglect
of the economic importance of cities is deeply rooted in socialist indus-
trialization strategy, and may also have been reinforced by the relatively
weak development of cities in China before the revolution. Industriali-
zation strategy in almost all socialist countries has included the desire to
achieve industrialization with minimum urbanization costs.’ This ap-
proach reflected a fairly straightforward, if shortsighted, cost-benefit
assessment of urbanization. The goal was seen as achievement of indus-
trializacion on a nationwide scale, and urbanization was viewed primar-

'Kam Wing Chan, “Fconomic Growth Strategy and Urbanization Policies in China, 1949-

L9820, International Jowrnal of Urban and Regional Research 16, no. 2 (June 1992):
275-305; Gyorgy Konrad and Ivan Szelenyi, “Social Conflicts of Underurbanization,” in
Michael Harloe, ed., Captive Cities: Studies m the Political Ecomomy of Cities and
Regions (New York: John Wiley, 1977), 157-74.
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ily as a cost incurred in the pursuit of industrialization. Cities were costly
because urban infrastructure—housing, sewage, and streets—was expen-
sive, and because urban dwellers demanded additional comrqerc%al apd
entertainment facilities. Thus, whiie a certain amount of urbanization
was seen as an inevitable part of the industrialization process, the ob-
jective was to minimize those costs to the greatest extent possible. This
meant slowing down the urbanization process in general, and in partic-
ular redirecting urbanization toward smaller urban centers, where costs
were lower. o

Moreover, planners artached little importance 1o the economic institu-
tions that are at the core of city economies in market regimes. Financial in-
stitutions, commodity markets, advertising agencies, consulting firms—
planners perceived, quite correctly, that the administrative decision-
making processes over which they presided were designed to replace these
market institutions. In their view, independent institutions of this sort
were obsolete, and so cities no longer needed to develop in ways suppor-
tive of those institutions. Urbanization was perceived as being one of
many spontaneous and disorderly market-driven processes that were to t?e
replaced by the self-conscious activity of the planner acting in the public
name. During the 1920s in the Soviet Union, utopian urban planners en-
visioned both city and countryside disappearing in a reconstructed factory
landscape, with rationally organized production spread evenly across the
tand. These extreme visions faded with the triumph of Stalin, and planners
accepted that urbanization was a necessary concomitant of industrializa-
tion. Nevertheless, hostility to the largest cities remained one of the cenrral
features in urban development theory.? A fundamental orthodox tenet in
both Soviet and subsequently Chinese urban policy was that the develop-
ment of large cities should be restricted, and that urban growth should be
channeled into medium and small cities.

Such attitudes may have been readily accepted in China because of
the country’s limited urbanization before 1949. China had no strong
tradition of independent cities and limited development of an independ-
ent urban culture. Max Weber believed that the lack of urban autonomy
was one of the most important reasons that China did not independently
initiate a process of modernization and industrialization.* Work on the

Yames H. Bater, The Sowet Scene: A Geographical Perspective (London: Edward Arnold,
1989}, 94-108.

‘Max \"&’eber, The Religion of China (New York: Free Press, 1951}, 13-20. Weber argues,
“The Chinese city . . . ditfered decisively from thar of the Oceident . . . and lacked polit-
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Chinese traditional economy has stressed the sophisticated commercial
development of China’s rural areas and smaller urban centers, suggesting

that a “botrom-heavy” economic system existed.’ China’s cities began
to play an a

rreps pupa |
i

o an Catatyiw 1ole only with the arrival of the
foreigner. The treaty port cities grew rapidly and—while undeniably cre-
ative——they were accompanied by the aura of corruption that came from
excessive foreign influence and cooperation with the imperialists. It be-
came reasonable to think of draining cities of the resources thar fed this
corruption. The Communist revolution achieved 1ts first real successes
n the counrryside, and finally seized the cities only after the civil war
had been won. There was thus a nativist strain of antiurban thought in
China, drawing from the rural revolution and the fact that large cities
had grown up primarily under foreign aegis.” Mao Zedong seems to
have had a real aversion to big cities, and his antiurbanism became
prominent afrer the Great Leap Forward {1958-60). The initial draft of
the Third Five-Year Plan (in 1964) called for

areas, which had been stripped of population in the aftermath of the
Great Leap Forward, Mao’s comment was: “No way.” As late as 1978,

urban planners were taking as the guideline Mao’s |

aconic comment:
e

$ e good if cities ure wo big™ {Chengshu raidale, buhao}.

By the 19305, the period of maximum direct Soviet influence in China,
Soviet doctrine on urbanization had been modified from its earlier
strictly antturban stance. As industrialization proceeded, urban planners

ical auconomy. . . . The ity as an imperial fortress actually had fewer formal guarantees
ot self-government than the village. ... The prosperity of the Chinese city did not pri-
marily depend upon the citizens’ €nLerprising spirit in economic and political ventures bur
rather upon the imperial administrarion. . . , [Tlhey failed to create a syseem of guild
privileges comparable 1o that of the Wesr during the Middle Ages . . . this also accounted
tor the absence of fixed, publicly recognized, formal and reliable tegal foundations for a
free and cooperarively regulated organization of industey and commerce, . . . These were
the legal foundations beneficial to the development of petty capitalism in occidental me-
dieval artisan cratts bur in China they were absent because the cities and guilds had no
politicomilitary power of their own.” This Weberian strain was further developed by
Erienne Balazs.
‘Madeleine Zelin, “The Structare of the Chinese Economy during the Qing Period: Some
Thoughts on the 15tth Anniversary of the Opium War,” in Kenneth Lieberthal, Joyce
Kallgren, Roderick MacFarquhar, and Frederic Wakeman, Jr., eds., Perspectives on Mod-
ern China: Four Anniversaries (Armonk, N.Y.: M.E. Sharpe, 1991),
"But see the excellent discussion on this pointin R. J. R. Kirkby, Urbanisation m China:
Town and Cowntry in a Developing Economy 1949-2000 (London: Croom Helm), 1-
18, Kirkby concludes by stressing thac *“rthe purpase of constraining urban concentration
in China has been enbance, rather than to curtail, the role of the cities as loci of

pioduction.”™ Thus mdustrialization without urbanizaton remains the most important
explanatory tramework.
.

some migration to urban

} ic svs 65
Cities in the Chinese economic system

in the Soviet Union compromised with the deman.d for cities. Oifhuals
of industrial ministries sought to place their projects near the largest
cities for reasons of convenience and beca.use th.ey Fecogmzcd-thaf pro-
ductivity was higher 1n those locales. (ll?ms? the. burenulc;a;cby d;c;vriz[
spend to marker forces of a sort) Begmpmg in the ° 8 et
planners accepted the need for better housmg, and allowe dresoud o
to be devoted to improving deplorable housing. PlaAnne-rs a apteh
these economic forces by accepring increased urbamzat‘lcjm but ¢ an-_
neling urban growth into distinctive forms. O'Id center cutlf:]jwerefu::c
ally lefr intact, and new growth _channelcd into the ;u: 1rtsn§)bined
city. New districts (rayor in Russian) were. constructe | that cok m
factories and high-rise residences, theoreticatly allowing workers °
walk to work. In a sense, while Russian planne'rs accepted increase
urbanization, they retained a preference for dlsperse.d developmfnt
patterns within that urbanization that can perhaps be linked to ea(; 1I:,r
antiurban atticudes. High-density districrs were frequent_ly separate Ad)i
wide expanses of green or open space, as in ga.r(.ienwary v;snons.licat_
ditional open space was created for symbolic Polmcal centers, r'e;;d v
ing Moscow’s Red Square. Transport corridors were rcgulcli' N
connect outlying and rtraditional centers, These. cities require bug;
amounts of land to accommodate their popul.anons. Moreover,l ot
Moscow and St. Petersburg display the peculiar fact thar population
densities actually increase as one moves away f.rom the. center city, in
contrast to the opposite pattern that prevails quite a.:onsmtemly in cities
in market economies.* Such an approach was certamAly notda j:ost-lrtl]mci
imizing way to achieve urbanizatiorf (;_)artlcularly if lan ~LOSTSd ain
been taken into account). In fact, significant sums were invested :
costly urban improvements, primanly by pur.chasmg zpesjn Eptz;;c el:rllil;r
appropriate locations at high prices. The policy share w1tk o carlier
antiurban artitude, though, a hostility to deqstf and complex develop
ment of center cities, and particularly large cities. - doce
During the 1950s, it was this modified version of Spwet 0c:r1r-1:
that made the most visible mark on Chinese cities. Existing coasri ci
ies such as Shanghai and Tianjin were starved for resources whi ebm-
vestment went to create a new, mMore disPerscd pattern of_ ur ag
growth. Resources were expended rather lavishly on cities designate

; f e ! -
“World Bank, China: Urban Land Management in an Emerging Market i-,mmmry (Wash
ington D.C.‘: World Bank, 1993), 2, 38; Bater, The Soviet Scene, 1128,
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tor key-point development, typically in inland regions of China. To
this day, the broad divided boulevards, large squares, and dispersed
housing blocks are evident in districrs of key-point cities such as Luo-
yang, Zhengzhou, and Shenyang. Existing cities commonly reguisi

........... Joivyuasl

tioned large amounts of land during the 1950s, often doubling or
tripling in arca. The consequences of this period remain visible in the
wide variations in open space and other amenities provided in the
1950s cities compared to the traditional urban centers. Denser older
cities such as Shanghai, Tianjin, and Chongqing have only about 3
square meters of open space per resident (including streets, squares,
and parks), while Beijing has 10 square meters and Shenyang 8.5, pri-
marily reflecting the 1950s construction.’ Despite these amenities, of
course, most Chinese would prefer to live in the more interesting and
productive, crowded bur vital traditional centers. Whar is striking
about this period is thus not the underestimation of the benefits of cit-
ies overall, bur rather the deprecation of the older coastal cities.

After the coltapse of the Grear Leap Forward, Chinese plannecs found
themselves faced with increasingly serious economic challenges.* Un-
willing to moderate the pace of industrialization in order to support
more rapid growth of living srandards, planners found themselves unable
to afford the relatively expensive urban development of the 1950s. At
this point, the even more radically antiurban strain of socialist industri-
alization policy became dominant—in a sense, Chinese policy went back
to an earlier strand in Soviet industrialization policy, marked by greater
hostility to cities and a greater effort to restrain the growth of living
standards. In the mid-1960s, Mao Zedong launched an even more ex-
treme policy of dispersing economic activity away from existing urban
centers. Mao’s Third Front industrialization strategy, carried our be-
tween 1965 and 1971, sent industry into the far hinterland in massive
proportions. Skilled manpower followed the plants outward.” A few new

"Zhang Chaozun, Zhongguo shebuizhuyi tudi fingif wenti (Questions of land economics
in Chinese sacialism) {Beijing: People’s University, 1991), 244-45; World Bank, China,
42-46. The eightecn key-point cities of the First Plan period were Beijing, Chengdu, Luo-
yang, Zhengzhou, Wuhan, Xi’an, Xuzhou, Shenyang, Anshan, Datong, Shijiazhuang,
Qigihar, Harbin, [ilin, Changchun, Lanzhou, Taiyuan, and Baotou. Nor all experienced
extensive urban construction,

*During the Great leap Forward itself, urban construction continued ar a rapid pace, as
cities plunged into grandiose investments, This was the period, for example, when the
complex of public buildings around Tiananmen Square in Beijing took shape.

"Barry Naughton, " the Third From: Defense Industrialization in the Chinese Interior,”
China Quearterly, no. 115 (Astumn 1988).
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urban centers were created, such as Dukou in Sichuan, sin.e of .th.e Pan-
zhihua steel mill. In those cases, the urban model was quite similar to
that of the Soviet-inspired planning projects .of the 19.5.03'.]3“[. mote
commoniy, Third Front projects artempred to dl?pcnst with urbanization
altogether. Industrial projects were disperst‘:d in mountainous terrain,
and workers’ dormitories were built alongside the factories. Th_c moti-
vation for these policies was unambiguously military—popularion fi_ls-
persion was adopted as a conscious attempt to reduce the vulnerability
of the population to strategic attack. The Third Front was an extreme
case of indusrrialization without urbanization. - f
This period was accompanied by a drastic restriction in the grouj'th (1)
existing urban centers. For most Chinese cities, urban dcvcl(_Jpr?cnt simply
ceased for about a decade, berween 1965 and 1978. B_egmmng around
1967, a policy of rustication of urban youth sent 17 mlllllon urban dwell-
ets to the countryside. At the end of the Cultural Revolution, and after.rhe
death of Mao, nearly half these youths were still in the C(.)untrys1de.
Shanghai, in particular, had a zero population growth rate during most of
the 1960s and 1970s as emigration outweighed new bu‘ths. and n?oc_lest
immigration flows. There was even an antiurban r?odd of industrializa-
tion advanced: the industrial settlement of the Daqing oil held accommo-
dated several hundred thousand residents in dispersed cl.usters, eacb of
which was supposed to combine agricultural and industrial production,
minimizing settlement costs while maximizing output.' - _
Thus, for about fifteen years, China followecli an cxpllc‘ltly a.n.tm.rt?an
approach that attempted to continue industriallzatlop whxl'e minimizing
urbanization. This movement occurred while the Soviet Union a~nd other
socialist countries were moving in the opposite direction, accepting more
urbanization and investing large sums of money in urban housing and
infrastructure. Thus, by the late 1970s, China stood out for the extreme
lack of attention its urban areas had received; for the degree of .neglt?cr
evident in its cities; and for the slow pace of urbanizatiog. Yet in spite
of this neglect, cities had not become any less important in the Chinese
€conomic system.

Cities as cash cows. In China, as in other command economies, the gov-
ernment has been almost completely dependent on revenues from state-

iqt " } : 1 g f Urban Planning Work in China,”

*Zhao Xiging, “A Brief Record of Thirty Years o r 7 ‘

Chzngsh?glﬁbua {City planning review) (January 1984): 45; Kirkby, Urbanisation in
China, 15-16.
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owned industry 1o fund its activity. The traditional planned economy
had no regular raxation system; rather, the taxation system was implicit
in the soctalist price system. The government maintained low prices for
agricultural and mining products, and high prices
goods. As a result, profits in the manufacturing sector were large, and
factories were simply required to turn over those profits to the govern-
ment. The predominance of state ownership in manuafacturing allowed
the state to tap into these profits directly in its capacity as owner of the
factories. With revenues concentrated in a relatively small number of
factories, the state could easily collect revenues, and the government
was relieved of the difficult and politically sensitive task of taxing mil-
lions of households, farms, and petty traders. Inevirably, most factories
were located in urban areas, and cities became the primary collecrion
points for state revenues. The cities were cash cows for the government,
and their main role was to be “milked” by the state.

Development of industry around the country did relatively little to
reduce the central government's dependence on a few large cities. By
1978, despite years of attempting to disperse industry, 65 percent of
total industrial output value was produced in the thirty-eight largest
cities.!! Almosr certainly, these large citics produced an even higher per-
centage of total industrial profits, since state-run urban firms were sub-
stantially more profitable than state-run nonurban firms. What these
numbers tell us is that the artempt to disperse industry into remote
regions of the country was tremendously costly. Productivity was so
much lower in the inland exurban sites that production remained con-
centrated in large cities in spite of the vast investment going to other
locales. And since manufacturing production was concentrated in cirties,
the national government was almost entirely dependent on large cities
for budgetary revenues,

Correspondingly, large cities paid an exceptionally large proportion
of their national income to the national budget. Table 3.1 summarizes
the evolution of the fiscal position of three cities, In 1978 in Shanghai,
69 percent of municipal gross domestic product {(GDP) accrued to fscal
authorities, and 86 percent of this was remitted to the central govern-
ment. Nearly 60 percent of municipal product was rurned over to the
national governiment. This had been the case in earlier years as well, The

memr ko o H
fOL mauufdt.l.ultu

""Develop the Role of Smali Towns,” Kenmin ribao, October 20, 1980: 3, transiated in
JPRS Economic Aftairs no. 104: 17,
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Table 3.1. Municipal budgets in percent of municipal GDP (percent
of budgetary revenues)

Total budgetary Remited 1o Retained for
revenucs center local expenditure
Shanghar: .
197Sg 69.0 59.5 9.3
(100) (86} (L—lé
1985 56.0 46.1 R
{F00) (82) {18
1990 7.2 27.1 10.1
{100} (73} 127
Tiangin:
1978 52.0 34.4 17.6
{100} (66) (34}
1985 45.7 30.4 15.3
(100) (67) P;%.;
1990 292 15.8 3.
{100} {54} (46}
Guangzhon:
1978 31.8 22,6 9.3
{100) (71) (29)
1985 336 24.3 9.3
{100) (72) 128)
7777 7.1
1990 18.4 113
{100) (61) {39}

Sources: Shanghai Statistical Bureau, ed., Shanghai '_I'orrgji Nianjian {Shanghai stau_sm:_al
yearbook), Shanghai: Zhongguo Tongji, 1991, 5}; T_:an]m Sratistical Bureau, cd.,)Tm.n;m
Tongji Niawnjian (Tianjin stacistical yearboaok), Tm_n]m: %honggyo Tongji, 1991, '67f in-
terviews with Guangzhou Municipal budget officials. Figures include both revenues re-
mitted to the municipal government and revenues generated wichin the m_un!clpallr}_:' by
central and provinuial enterprises and remitted directly to central and provincial authori-
ties.

situation in the other cities was similar in character, though not quite as
extreme. Tianjin turned over 34 percent of municipal GDP to the na-
tional government in 1978, and Guangzhou turned over 23 percent.
Tianpin and Guangzhou both retained about a third of fiscal revenues
raised, compared with only 14 percent in Shanghai. (Table 3.1 al.so
shows that this fiscal system began to change in the 1980s, and partic-
ularly afrer 19835: this point is discussed below.)

This pattern did nort in itself represent extraction of revenues from
cities. After all, the cities were able to accumulate such large surpluses
in the first place only because state pricing policy made manufacturing
such a lucrative activity. The point is simply that the national govern-
ment was dependent on a fiscal system that used the larger cities as the
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predeminant point of revenue collection. Yet, given the existing tendency
to devalue the economic role of cities, it was perhaps inevitable, that
planners would look ar cities primarily as cash cows and regard them
simply as revenuc sources v be exploired.

Outcomes of the traditional pattern. In practice, planners did take an
essentially exploitative artitude toward existing cities. Cities were milked
for revenues and outpur, while the minimum possible investment went
into them. It was not, of course, that urban dwellers were “exploited”
tn any meaningful sense; quite the contrary, rural dwellers bore a far
heavier burden from the state’s price and taxation policies. Rather, cities
as economic resources were exploited, in the sense that insufficient n-
vestments were made to maintain their long-run productivity. The most
visible consequence of these policies was the stagnation and relative de-
cline of the traditional urban centers. By the late 1970s, the central dis-
tricts of Shanghai, Tianjin, and Guangzhou had an almost museumlike
character, so little had they apparently changed from the 1930s. Yet
actually only the facades had been maintained unchanged. Behind the
walls of the old buildings, new activities were occurring: manufacturing
and warehousing expanded, crowding out shops and residences. The
density of activities, especially industrial activities, increased, even as the
density of structures did not. Antagonistic uses were increasingly in
proximity, and problems of noise, air, and water pollution became in-
creasingly serious. Urban infrastructure was allowed to deteriorate and
became increasingly overburdened.

Stagnation of the physical form of the core ciries was an apt meta-
phor for stagnation of their economic function. The coastal cities grad-
ually began to lose their economic and technotogical dynamism, and
fell further behind world developments. With crucial economic deci-
ston-making increasingly in the hands of government administrators,
urban economiv institutions—fnance and information particularly—at-
rophied. The complex web of services that undergirded urban produc-
tivity fell further and further behind growing industry; specific and
idiosyncratic skills fell into disuse; and the superior access to informa-
tion that had once existed gradually evaporated, While cities overall
maintained their expected dominance of industrial preduction, the
coastal cities that had led China’s industrialization saw a dramaric de-
cline in relative position. Shanghai and Tianyin together had accounted
for 26.7 percent of total industrial output in 1952, but by 1978 this
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had declined to 16.8 percent. The declining share of Shanghai and
Tianjin followed inevitably from the development of new inland indus-
trial centers. Nonetheless, such phenomena are unlikely to have been
observed if China had pursued a market-ied development path. Typi-
cally, during the early stages of industrialization, a few primary cities
increase their dominant position, and only much later does industry
spread to numerous secondary centers. At the early stages of develop-
ment, growth is constrained by shortages of capital and skilled labor; as
a result che largest cities have big advantages in offering a divF:rsiﬁcd
pool of workers, access to capital and information, and connections .to
world markerts. Instead of developing many specialized cities, many dif-
ferent industries cluster in the biggest city or cities. That is what was
happening in China before the 1949 revolution.!? The relative decline
of cities such as Shanghai and Tianjin occurred too soon and proceeded
too rapidly. ‘
Beyond the obvious implications of physical and economic stagnation,
the twin policies of neglect and exploitation of cities led to other con-
sequences that may be somewhat less obvious. The single-minded focus
on the extractive role of cities fostered an extreme division of labor
between cities and the countryside, as a natural outcome of the Chinese
fiscal mechanism. Revenues were raised primarily in the form of profits
and taxes on manufacturing. Because manufacturing profitability de-
pended on access to cheap agricultural products used as industrial raw
materials, planners had a strong incentive to maintain the state monop-
oly over agricultural procurement, in order to control supplies and
prices. To maintain control over the agricultural surplus, the government
insisted that virtually all rural workers should be farmers, since rural
handicrafts and factortes would merely compete for agricultural raw ma-
terials. By the mid-1960s, as documented by Fei Xiactong and others,
the traditional diversified rural economic base had been destroyed, and
the rural economy had become overwhelmingly concentrated on agri-
culture. Chinese statistics show an almost unbelievable 97 percent of the
rural labor force engaged in agriculture as of 1965.* When rural in-
dustry began to grow again, after 1970, it was from this minuscule base,

"?Andrew Hamer, “Decentralized Urban Development: Styhized Facts Illlld Policy [inplica-
tiens,” in Roland Fuchs, Gavin Jones, and Ernesto Pernia, eds., Urbanization and Urban
Policies 1n Pacific Asiz {Boulder: Westview, 1987), 195-213, n

Ystate Stadstical Bureaw, Zhongguo laodong gongzi tongn zrh.va §49-1945 (China Yabor
andd wage staristical materials 1949-19835) (Beyjing: Zhongguo Tong)i, 1987), §0.
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Table 3.2. Structure of employment (percent of non-primary
sector employment)

Secondary Tervary

{ind + const.) [ndustry [Services)
Shanghai 1978 67.3 (60.5) 317
Shanghai 1990 67.9 (60.8) ERN!
Tianjin 1985 63.9 {54.9) 6.1
Tianjin 1990 61.7 (533.8) 383
Guangzhou 1978 571 {—] 42.9
Guangzhou 1990 50.3 {41.9) 49,7

Sowrces: Shanghar Stadstical Bureau, ed., Shanghai Tongji Nianjian (Shanghai statistical
yearbook}, Shanghai: Zhongguo Tongji, 1991, 72-73; Tianjin Statistical Bureaw, ol., Taan-
tin Tongfi Nianjian (Tianjin statistical yearbook), Tianjin: Zhongguo Tongji, 1991. 185;
Guangzhou Statisucal Bureau, ed., Guangzhow Tongii Nianjian {Guangzhou statistical
yearbook), Guangshou: Zhongguo Tongji, 1991, 34011,

and with few links to the traditional economies of advanced rural
regions.

Conversely, Chinese cities were overwhelmingly specialized in manu-
facturing. Table 3.2 shows the structure of employment in the three most
important coastal cities {agricultural and mining employmeni has been
excluded to eliminarte the effects of changing urban boundaries). In all
three cities, well over half the urban labor force was employed in in-
dustry in 1978. (Equally surprising is the fact that, except in Guangzhou,
this structure did not change much in the succeeding twelve years. These
employment figures, however, exclude the floating population that pro-
vides many of the perty retail services in cities today; they thus understare
the degree of change. See Chapter 5 in this volume.) The huge share of
manufacturing and the correspondingly small share of services derives
naturally from the overall evolution of the urban function. Service em-
ployment is low for two reasons. First, in an artempt 1o economize on
industrialization costs, the government systematically starved the urban
areas of investment in consumer services and correspondingly sought
to expand industrial employment directly. In 1952, there had been
one retail sales cleck for every 81 urban dwellers; by 1965, there was
a single clerk for every 216 dwellers, a figure virtually unchanged in
1978." Second, service sector employment is low because planners

"Zhonggua tongy snanpan 1991 {China statistival yearbooky, Beijing: Zhonggun Tongji,
1991, $81. Substitution ot personnel within the work-unit may account fur sume ot this
dechine. See Chaprer 2 1in this volume.
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have appropriated many economic coordination functions of cities,
which ordinarily generated employment. Thus, in the economy as a
whole, service employment was far below what we would anticipate (for
countries at comparable levels of development), and the labor torce was
divided berween a rural agricultural labor force and an urban predom-
inantly industrial labor force.

This stark demarcation between the employment opportunities of ur-
ban and rural dwellers was followed by severe restrictions on population
mobility. Even though policymakers underestimared the importance of
cities to the national economy, they granted urban dwellers a privileged
place in that economy. Urban incomes were substantially higher than
rural incomes. More fundamentally, pricing policy concentrated eco-
nomic opportunities in the modern sector, itself overwhelmingly concen-
trated in cities. As a result, returns not only to labor but also to capital
and entrepreneurship were potentially much higher in urban areas. In
an uncontrolled economic environment, resources, including labor,
would relocate to areas where returns were higher.

After the Grear Leap Forward disaster, policymakers became acurely
conscious of the dangers of uncontrolled flows of resources—particularly
labor—from agriculture to urban areas. They imposed strict controls on
rural-urban migration. These controls institutionalized and protected the
privileged position of urban dwellers. Thus, while cities as economic
entities were discriminated against, urban dwellers benefited from the
main thrust of economic policy making. The cost, however, was tight
controls over labor mobility, and a built-in disequilibrium between ur-
ban and rural incomes.

The sharp divide between urban and rural occupations and income
also found a physical reflection in the form of cities. Chinese cirties,
as of the lare 1970s, did not sprawl into the countryside. Spatial
growth had been effectively limited since the mid-1960s. Cities were
relatively compact, given their large populations, and had high densities.
A sharp line divided the city from its surrounding agricultural hinter-
land. Indeed, the average urban dweller, even in Shanghai, the larg-
est metropolis, could easily ride a bicycle to the edge of the city, and
then continue out into a countryside that was markedly different from
the city itself. The sharp distinction between urban and roral lives was
visible in the abrupt end, the “hard edges” of cities. This physical form
was only apparently a2 metaphor for the urban/rural divide; in fact
it was the direct physical expression of policies that concentrated eco-
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nomic opportunities in ¢ities and then sharply limited access to those
OppOrtunitics.

Social consequences of the ur

i0ii patieii. The econouie system
described here is peculiar in that many of its features implied the need
for strong and intrusive social control exerted over city populations. This
follows first of all from the basic nature of the planned economic system
itself. The traditional hierarchical economic system required direct ad-
ministrative control over urban production units. In order for the com-
mand economy to function, an institutional framework of command had
to be in place. Once that structure existed, it was convenient (i.e., eco-
nomical) to use that structure for provision of benefits, social control,
and other functions. Even more important was the need to control the
financial revenues raised in citics. In order to ensure a continuing flow
of ample budgetary resources to the central government, tight con-
trol over urban economies had to be maintained. The delivery by Shang-
hai of 60 percent of its GDP to the national authorities exemplifies the
relationship between cities and their governmental superiors. Since mu-
nicipal governments were engaged primarily in collecting revenues
and handing them over to higher levei provinciai or national govern-
ments, municipal governments had to serve as agents of higher levels
and have limited autonomy themselves. And indeed, at the end of the
1970s municipal governments had almost no autonomous financial re-
sources, and precious few financial resources of any kind.'* Municipal
governments did play an important role in managing industrial enter-
prises—but the resources they controlled remained within the indus-
trial systems, in order to further the goal of industrialization without
urbanization.

The drive for social control occasioned by the need to command urban
resources was powerfully reinforced by the need to prevent uncontrolled
movement by individuals. The disequilibrium between incomes in cities
and in the countryside implied a strong latent demand for movement
into the city that, in the eyes of planners, had to be contained. Admin-
istrative regulations were strengthened to guard the integrity of the rwo
scparate economic subsystems, with different relative prices and rules of

“*Nanjing Finance Bureau, “The Role of Urban Finance dluring the Readjustment Period,”
Casmag jingji congkan (Finance and trade economics digest) 5 (19813 13-17,
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operation. Moreover, with labor mobility between rural and urban areas
virtually eliminated, labor mobility among urban work-units also grad-
ually faded away. In sharp contrast to the reality in Soviet workplaces—
where labor mobility of bluc-collar workers was high—Chinese urban
workers gradually lost the ability to change jobs. Restrictions on long-
distance migration encouraged the inherent tendency of the system to
treat workers as appendages of individual work-units. Workers became
permanent members of their work-unit, upon which they were depend-
ant for social services and ration cards, as well as wages. The result was
a complicated and dense network of dependencies that kept workers
thoroughly enmeshed in relations of obligation and control.'s The abiliry
of the work-unit to serve as 2 unit of surveillance and social control was
correspondingly enhanced. The work-unit therefore became the basic
unit of urban society, increasing the ability of political authorities to
control individual behavior, and decreasing the scope for individual au-
tonomy. Tight administrative control of urban areas under the tradi-
tional economic system was not accidenral, but rather followed from
clear economic imperatives. Doubtless, tight social control is a general
characteristic of Communist societies, and would have existed in China
regardless of the parricular way in which cities were mtegrated into the
economic system. But China by the late 1970s was structured such that
economic factors strongly reinforced political factors, leading to an ur-
ban population that was extraordinarily subject to surveillance and po-
litical control, even by the standards of the Communist states.

The other fundamental social consequence of the restrictions on urban
growth and immigrarion was the policy of increasing female labor force
participation. In the 1950s, women had difficulty entering the urban
labor force, and planners had difficulty providing jobs to all potential
workers.'” But as strict limits on city growth came into effect after
the mid-1960s and industrialization continued while many graduates
were sent out of the cities, unemployment gradually disappeared, and
female labor force participation rates increased steadily. By the late

“Andrew Walder, Communist Neo-traditionalism: Work and Autbority in Chinese In-
dustry {Berkeley: University of California Press, 1986). Walder argues thar these out-
comes are basically the same in the Soviet Union and in China. However, the absence
of labor mubility in China does represent a fundamenral difference berween the two
environments.

Christopher Howe, Employment and Economtic Growth in Urban China, 1949-1957
{Cambridge: Cambridge Uriversity Press, 1971),
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1970s, almost all urban women entered the labor force after leaving
school, and high female labor force participation became an essential
characteristic of urban society.

Increased female labor {urce participation has numerous important
implications that cannot be explored here. Note sunply that increased
female labor participarion, combined with a reduction in availabiliry of
urban services, greatly reduced the amount of leisure time available to
families. (See Chapter 6 in this volume.) Women took on double duties
as wage-earners and household workers, and without having any com-
mercialized household or consumer services available for support. Hours
were taken up queuing for scarce goods. The urban public social sphere
declined in importance as the importance of work-units organized
around major employers increased. The external growth of cities was
constrained, but the intensity of labor within the cities—like the intensity
of land use within the same cities—increased. Here again, the impera-
tives of the economic decisions made at the top reinforced rthose of the
political decistons made, since this was also the time when personal au-
tonomy and leisure time were sharply restricted by successive political
campaigns. Urbanites had little free time.

Nor everything about urban daily iife was negarive. Employment was
virtually guaranteed, so life held lirtle economic risk or uncertainty. Lack
of commercialization meant that the visual environment was quiet, to
the point of being dull. Restrictions on immigration meant that streets
were not unduly crowded—at least given the initial high population den-
sities involved—and that there were scarcely any shaatytowns or home-
less, though many lived in extremely cramped quarters. Thus, although
leisure was scarce, life was not particularly stressful. The daily routine
was busy but predictable; aspirations were limited, in part because social
controls were so pervasive. Qutside the immediate family circle, the most
dramatic occurrences would have been the political campaigns thar oc-
casionally broke from their usual monotony and turned exciting or dan-
gerous.

BEGINNINGS OF REFORM AND EMERGENCE OF
A NEW PATTERN OF URBANIZATION

With the beginning of China’s reform era, after December 1978, great
changes in the economic system began. China’s neglect of its coastal
urban centers was already obvious to those paying attention. Indeed,
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even before the beginning of reform, during the mid-1970s, government
investment began to shift back toward coastal cities where productivity
was higher. Thus, it was reasonable to suppose that one of the effects
of economic reform wouid be the resurgence of China’s tradinonal urban
centers, such as Shanghai and Tianjin, particularly since economic re-
form was accompanied by an opening to the world economy. Yet such
a resurgence did not occur. Indeed, through the end of the 1980s, in-
dividual cities such as Shanghai and Tianjin continued to experience an
erosion in their relative positions.

However, enormous economic dynamism quickly became evident in
larger regions extending beyond traditional urban boundaries. Huge in-
creases in output were recorded in large areas around existing cities—
labeled rural in Chinese classification, but more accurately considered
suburban. The areas where this phenomenoen was most obvious were the
Pearl River Delta {berween Guangzhou and Hong Kong) and the Lower
Yangtze, particularly the southern part of Jiangsu Province. This phe-
nomenon provides insight into the changing role of cities in today’s
China: It shows thar, in spite of the failure of traditional cities to take
off, the traditional controls over cities and their economies are breaking
down. The superior productivity of urban areas is now becoming man-
ifest in larger metropolitan regions, rather than in narrowly defined cen-
ter cities. As a result, the separation of city and countryside thar so
strongly marked the traditional economic system is being reduced. These
changes are caused by broader changes in the economic system, and
present opportunities for increased urban autonomy.

The take-off that didn’t happen. By the 1980s, attitudes toward cities
were beginning to shift in China. Awareness greatly increased of the
importance of cities both as nodes of superior productivity and as centers
of regional economic networks. The economist Yu Guangyuan, one of
China’s most prominent idea men, began arguing for the importance of
city-centered economic development regions in 1982. Greater attention
to the importance of cities was also manifest in the movement toward
city-controlled counties, under which cities (especially smaller and pro-
vincial cities) were given administrative authority over suburban or
peri-urban counties.'® Geographers and urban planners began to ac-

"Laurence ). C. Ma and Gonghao Cal, “Administrative Changes and Urban Population
in China,” Annals of the Association of American Geograpbers 77, no. 3 (1987): 373~
95.
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Table 3.3, Locally produced exports (billion U.S.$ and percentuge of
national total)

Shanghai share Tianjin share

1978 1.29 13.3% —

1980 2.08 11.5% .76 4.2%
193 2.2y 8.4, 74 2.7%
1986 2.45 7.94% 79 2.5%
1987 2.80 74% .93 2.4%
1988 321 6.8% 1.10 2.3%
1989 3.56 6.8, 1.09 2.1%
1950 3.79 6.1% 1.14 1.8%

Suurces: Exports produced within the municipality only—rransshipments not included.
Caleulated from Shanghai Stariseical Bureau, ed., Shanghai Tongji Nianjian (Shanghai sra-
ustical yearbooky, Shanghat: Zhongguo Tongji, 1991; Tianjin Statistical Bureau, ed., Tian-
ten Tonggt Nianpian (Tianjin statisical yearbook), Tianjin: Zhongguo Toengji, 1991,

knowledge the productivity of big cities, and the need for even the largest
cities to grow was again acknowledged.”

Yer despite the more favorable atricude toward big cities, an urban
take-off, based on reformist policies, never happened. A few numbers
can trace the coniinuing process of decline that was experienced by
Shanghai and Tianjin, We noted above that Shanghai and Tianjin’s share
of national industrial output had declined 1o 16.8 percent by 1978; this
declined further to 10.2 percent by 1990, This picture of relative decline
is also reflected in foreign trade performance (Table 3.3). In the early
1980s, planners in Beijing anticipated that Shanghai and other coastal
cities would become export powerhouses. A continuing decline in the
cities” share of domestic output might have been acceptable, if this were
the price paid for success in competitive international markets. In fact,

""For example, see Zou Deci, “The Review and Prospect of Chinese Urban Planning from
£980s to 19905, China City Plammny Review 6, no. 3 {September 1990): 3-16; Zhou
Yixing, “Relanons Between the Indasisial Output and the Size of Cities in China,” China
City Plunning Rewser 5, no. 2 {June 1989); 3-11. The shift of emphasis in China mirrors
1 similar shifc in urban planning circles in the West. In the 1950s, it was common to
hear talk of “userurbamzation,” of unproductve “parasitic cities,” and for planners to
make serious ctorts to restrain the prowth of large cities. Such views began 1o be mod-
thed on a wide scale in the 19605, On one side, programs to restrain large city growth
failed with remarkable consistency—artempts to contain Jakarta, Manila, Sic Paulo, and
Mexico Ciey ail taited specraculardy. The failure of atremprs to limit city growth and
cedistribute urbanization toward sccondary urban centers demonstrated to planners the
strength of the cconomic forces at work in the determination of urban form. On the
uther side, some planners began to stress the importance of urban diversity and com-
plexity from the 19605 In the United States, this approach was eboquently exemplified
in the works o1 Jane Jacobs.
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existing cities have been outclassed in mternational markets by newly
arising centers of production, most obviously the Pear] River Delta re-
gion linked to world markets through Hong Kong entrepreneurs,

i ' T ~ e ervidom Locm sy | N
Relative decline of traditional urban centers was cvident throughout

the 1980s. By the late 1980s, government leaders had become concerned
about the slow pace of growth within traditional urban centers. Noticing
the steady relative decline of Shanghai, the Beijing leadership began to
worry that Shanghai might not make it in the new era. Newspaper sto-
ries began to appear: “Are Shanghai people losing their traditional
pride?” Shanghai was becoming . . . a backwater! . . . all the action was
in Beijing. Finally, around 1988, policy changed and began to counte-
nance the injection of substantial new resources into Shanghai. In the
early 1990s, Shanghai has emerged as a significant beneficiary of central
government policy, for perhaps the first time since 1949.2° Meanwhile,
other traditional centers—such as Tianjin and Shenyang—continue to
languish. New policies in the 1990s may well reverse the stagnation of
the 1980s, but only if they are based on an acceprance of an even
broader economic role for China’s cities than has heretofore been the
case. In order to understand the changing position of Chinese cities, we
ieed io ask why Chinese ciiles did not rake off during the 1980s.

Unbalanced reform implementation. China’s cities lagged behind in the
1980s in part because economic reforms achieved earlier and quicker
success in rural areas. While rural reforms did not precede urban re-
forms, they were more thorough and successful at a time, during
the early 1980s, when urban reformers were still searching for a work-
able model.*' Rural reforms simultaneously released surplus Jabor from
agriculture—by disbanding the agricultural collective system—and
opened up new opportunities for that labor by relaxing earlier prohi-
bitions on rural nonagricultural activities. The result was a surge of eco-
nomic activity that changed the face of the Chinese countryside. In one
sense, then, China’s cities lagged only in comparison to the dynamic
course of reform and economic growth in the countryside. The coexis-
tence in the early 1980s of a vigorous and successful rural reform and

*This statement depends on our definition of beneficiary. Here T mean simply that the
central government treats Shanghai as a priority applicant for resources under central
government control.

HFor a full account, sce Barry Naughton, Growing Out of the Plan: Chinese Economic
Reform, 1978-1993 {Cambridge: Cambridge Universicy Press, 1995).
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a still floundering urban reform led to one descriprion of the overall

Chinese reform strategy as “surrounding the cities from the country-
side.””*”

y y ver reforms proceeded more slowly in the |
est, most productive cities. For example, one of the key provisions of
China’s industrial reform has been the authority given state-run factories
to buy and scll output outside the plan at market prices. The gradual
marketization of China’s industry has proceeded largely through the
steady increase in the proportion of total factory output sold outside the
plan. However, the 1985 industrial census showed that the proportion
of industrial output sold independently by factories was lowest in Shang-
hai of any province-level unit, 35 percent compared with 54 percent
nationwide.”* Anecdotal evidence suggests that reform proceeded more
slowly in Shanghai than other areas precisely because central planners
were interested in retaining the revenues generared in Shanghai and the
relatively high quality industrial products that only Shanghai could pro-
duce. In short, reform proceeded least rapidly in precisely those urban
areas that appeared to be most productive and efficient at the outser of
reform. As a result, economic growth lagged in the areas that would
seem to have had the greaiest potential advaniage us miarkel competition.
The two municipalities of Shanghai and Tianjin, for example, were by
far the slowest-growing province-level units throughout the 1980s.
Finally, restrictions on population movement have continued to ham-
per the growth of the larger cities. After 1980, large cities began to grow
again after years of near-zero growth. But while big cities no longer grew
less rapidly than medium cities, small cittes (population of less than
200,000) grew significantly more rapidly than large or medium ciries.
An important reason for this differential performance is that restrictions
on migration continue to be much more strictly enforced for cities with
a population over half a million.>* These restrictions have contributed

2Chnstopher Findlay and Andrew Watsen, “Surrounding the Cities from the Country-
side,” in R. Gurnaut and Liv Guoguang, eds., Ecoromic Reform and Internationalisa-
tion: China and the Pacific Region (St Leonards, Australia: Allen and Unwin, 1992),
49-78.

Mnduserial Census Leading Geoup, Summary Volume, 1985 fndustrial Census (Beijing:
Zhongguo tongi, 1988), 122-25, The conrrast was even greater than the averages in-
divace, because sclf-sales ratios were normally higher for light industry and heavy indus-
trial manufactures {61 percent and 68 percent respectively), precisely the kind of
industries in which Shanghai specialized.

#Zhou Yixing, “The Mewropolitan Interlocking Region in China: A Preliminary Hypoth-
esis,” in Norton Ginsburg, Bruce Koppel, and T, G. McGee, eds., The Extended Me-
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to channeling growth into smatller urban centers, including newly emerg-
ing small cities such as Xinji {described by Shue in Chapter 4). In ad-
dition, since attaining permanent residence in large cities is still nearly
ies continue to fall into the twilight category of floating population. (See
Chapter 5 in this volume,)

Thus, an unbalanced pattern of reform implementation has continued
to harm large cities. Even though attitudes toward cities have swung
remarkably roward a recognition of their superior productivity, actual
policies have continued to disfavor cities, particularly large cities. This
shows that earlier policies did not spring merely from “attitudes” toward
cities, but rather from serious concerns about controlling output and
revenue, and preventing excess urban migration, and thar these concerns,
while diminished, have not disappeared. Nevertheless, the changing role
of cities, and their sluggish revival in the 1980s, cannot be understood
solely with reference to the pattern of reform implementation. More
profound changes with respect to the relationship between urban and
rural areas and the overall progress of economic reform are ar work.

Rural industrialization and the urbanized countryside. Of aii the changes
in the Chinese economy since the beginning of reform, perhaps the most
striking has been the rapid growth of industrial production located in
rural areas, such that the rural share of total industrial output grew from
only 9 percent in 1978 10 27 percent in 1990, While urban industry has
also grown rapidly, its growth has been overshadowed by the more spec-
tacular performance of rural industry. Regional growth performance
seems to reflect the importance of rural industry more than anything
else. During the first half of the 1980s, industrial growth accelerated
throughout the country, with no particular pattern, except for the slow
growth of Shanghai and Tianjin.?* However, during the second half of
the 1980s, growth became concentrated in coastal areas—but not the
existing urban centers. Five coastal provinces emerged as superior per-

trapolis: Sertlement Transition in Asia {(Honolulu: University of Hawaii Press, 1991}, 93,
109,

¥A strong patrern in the early 1980s is absent because some provinces had been dispro-
portionately burdened by the policies of the Cultural Revolution period. Those provinces
experienced recovery growth, while other provinces were accelerating to a new, sustain-
able high growth path. See David Denny, **Regional Economic Ditferences during the
Decade of Reform,” in U.S. Congress, Joint Economic Committee, ed., China's Feonnmic
Dilemmas in the 1990s: The Problem of Reforms, Modernization and Interdependence
(Washington, D.C.: U.S. Government Princing Office, 19911 I 186-208.
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tormers: rauked by annual ndustrial growth rates, they were Guang-
dong (18.5 percent), Fujian (17.6 percent), Zhejiang (17,5 percent),

Jiangsu {16.4 percent), and Shandong (16.3 percent). The southern coast
became the most dynamic res ion of the country, with growth radiating
northward through the middle coastal provinces. Here, 100, Shanghai
and Tianjin were the two slowest-growing province-level units. The fas-
test-growing provinces were precisely those in which rural industries
were playing a pivotal role in industrial development.

How can we explain this neurly unbelievable explosion of output from
China’s rural areas? The key lics in recognizing that the growth of rural
industry is inseparably linked 10 a change in the economic role of large
cities in the Chinese economy. Although rural industry is diverse, and a
part of it produces goods (such as building materials) primarily for the
local market, the bulk of rural industrialization might best be thought
of as “suburban industrialization.” This is especially true of firms that
produce goods for “export” beyond the local communiry.*®* The most

vigorous regions of rural industrial growth rely largely on the presence

of neighboring cities. Urban sreas provide investment, subcontracting

relations, skilled technical and managerial personnel, and information

about marker access.?” Rural industrialization mostly represents the spili-
over of urban economies from the bounds imposed on them by the com-
mand economy, Indeed, there is even a significant outflow of skilled

urban warkers to these rural cnterprises. Chinese estimates are thar 3

million urban people now work in “rural’” firms. Four hundred thousand

of these are in Guangdong, Lut large numbers are also recorded in

Jiangsu and Shandong.?8

These peri-urban regions are designated as rural by Chinese admin-
istrative classification, but few would unambiguously identify these
regions as such. The suburban »ones contain some of the most ourstand-
ing examples of entrepreneurship in the Chinese economy, as well as

*Dwighe Perkins, “The Influence of Foonomic Reforms on China’s Urbanization,” in R.
Y. Kwok, W. Parish, A. Yeh, and Nu Xuegiang, eds., Chinese Urban Reform: What
Model Now? (Armonk, N.Y.: M. E. Sharpe, 1990), 91-95. This poine has also been
stressed by Baw Yongjiang of the Tianjin Academy of Social Sciences.

“"Tao Youzhi, Sunan muoshi yu thifu chi dao {The Southern Jiangsu model and the route
to wealth) (Shanghai shehui kexue yuan, 1988), 90, 99-100.

#Folk from City Flock to Booming Rural Firms,” Ching Daily, February 9, 1993, There
were 300,00t in Jiangsu, 200,000 in Shandong, and over 100,000 each in Guangxi,
Hubei, Zhejiang, Liaoning, Sichuan, Anhui, and Fujian. The source also mentions that
many floating population rural residents have returned from sojourning in the cities to

start enterpriscs in their hometowns, with their urban experiences having provided them
with start-up capital and management and market experience.
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some of the wealthiest individuals. In this zone, weak surveillance of
economic activity intersects with abundant economic opportunity. At
times entrepreneurship goes beyond the bounds of legality, and the sub-
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- urban zone then becomes ihe siic of China’s quasi-legal “hidden econ

omy.””* In short, it is possible to get things done cheaply and relatively
expeditiously in the suburban regions. Urban factories are also attracted
by these opportunities: to expand without hiring new permanent work-
ers; to find land to grow on; to cut costs to increase their own bonuses—
for all these reasons, city factories sponsor and support rural firms
through subcontracting, joint ventures, and investment. The economic
influence radiates out from the large cities, whose residents find expan-
sion difficult within their own urban boundaries. Thus, belts of rural
industry grow up around existing cities.

The most successful cases of rural industrial development in China are
closely related to existing urban centers. The most spectacular exam-
ple—the Pear] River Delta in Guangdong—owes its vitality not primarily
to the city of Guangzhou but to the dynamism of Hong Kong, which
by historical accident is separated from its suburban hinterland by a
national boundary. Similarly, the lower Yangize region is heavily de-
pendent on the services provided by Shanghai and other existing urban
centers. In terms of speed of growth, two additional emerging regions
clearly fit this pattern: Shandong Province, in a belt stretching between
Qingdao and Jinan; and the coastal region of Fujian. By level of devel-
opment, the suburban regions of the Beijing-Tianjin-Tangshan region,
and the extended metropolis around Shenyang in Liaoning, also appear
to fit this pattern. In all these cases, dynamism in rural industry is closely
related to the emergence of a new, more geographically extended urban
region centered on an existing urban core.*

This pattern should not be surprising when viewed in a comparative
Asian context. In most countries, center cities do not contain the bulk
of industry. Rather, center cities act as service centers that underpin
industrial growth in much larger hinterlands, This tendency, which is
found to some extent in all market economies, is if anything stronger in
East Asia than elsewhere. Indeed, it has been argued that Asian urban-
ization, particularly in paddy rice growing areas, tends to rake on a
distinctive form. These regions—originally densely populated agricul-

PHuang Weiding, Zhonggno vinxing jingji (China’s hidden econamy) (Reijing: Zhongguo
Shangye, 1992), 69 and passim.
¥Zhou Yixing, “The Metropolitan Ineertocking Region,” 98-108.



84 Barry Naughton

tural zones—are transformed under the unpact of nearby cities into
dense mixrures of agricultural and non-agricultural acrivities, a kind of
urbanized countryside. The phenomenon is vommon enough thar Japa-

A o fhrwichat amdieiaalon LizLl.
nese has a word for that type of landscape {(konjuka), and it is also highly

characteristic of Taiwan, where nearly the entire western plain might be
considered an urbanized countryside. Similar stretches are discernible in
central Java, Thailand, and the Philippines.’t

In this type of urbanized countryside, good transportation and com-
munications combine with an initially dense population to spread urban-
type activiries into the suburban and exurban fringe. These new urban
activities do not completely drive out the preexisting agricultural activ-
ities, so the rwo types coexist in a crazy-quilt pattern of activiries. Under
these conditions, activities apparently do not need to be located within
urban boundaries in order to experience the agglomeration economies
characterisnc of cities. Good transport and cheap agriculrural labor are
enough, but only if those conditions prevail in close proximity to an

existing urban center that can provide essential coordination and service -

facilities.

Once we take the urbanized countryside as the norm against which
Chinese urbanization can be compared, two general parterns immedi-
ately become evident. First, Chinese urban development until 1578 was
almost the polar opposite of this Asian norm. The sharp “edge’ between
city and countryside was antithetical to the urbanized countryside.
Moreover, despite the publicity given to rural industry in earlier periods,
overall the level of nonagricultural activities among rural dwellers was
much lower than would be expected for a country at China’s level of
developmenc.’* Other Asian experiences would lead us to believe that
many profitable opportunities to develop industry were being forgone in
the immediate vicinity of large cities. Second, when we examine the rapid
growth in these peri-urban areas during the past decade, we find the
emergence at breathtaking speed of belts of urbanized countryside

"'"Hsung-Hsiung Tsai, “*Population Decentralization Policies: The Experience of Taiwan,”
in Fuchs et al., eds., Urbanization and Urban Policies, 214-29; T. G. McGee, “The
Emergence of Desakota Regions in Asia: Expanding a Hypothesis,” and Norton Gins-
burg, “Extended Metropolitan Regions in Asia: A New Spatial Paradigm,” both in N,
Ginsburg, B. Koppel, and T. G. McGee, eds., The Extended Metropolis: Settiement Tran-
sition it Asta (Honolulu: University of Hawait Press, 1991).

Grant Blank and William L. Parish, “Rural Industry and Nonfarm Employment: Com-
parative Perspectives,” in Kwok et al,, eds., Chinese Urban Reform, 109-39.
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concentrated in areas where they can take advantage of neighboring
urban centers.

How urban planners have gradually adapted to these changes remains
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example. Through maost of the 1980s, planners had a fairly definite sense
of how Shanghai would evolve. Shanghai obviously needed more space,
and the accepted plan was for Shanghai to expand along a north—south
axis. Urban development would, as was traditional under the socialist
model, be led by industrial development. Shanghai would grow to the
north to encompass the Baoshan steel mill, and to the south to encom-
pass the Jinshan Petrochemical facility. Ultimately, Shanghai’s urban
form would resemble a capital “I,” with a horizontal bar to the north
along the Yangtze, and to the south, along Hangzhou Bay, connected
by a north~south axis through the old center city. The areas to the west
and to the east (Pudong) would retain their primarily rural narure, and
large areas would specialize in growing vegetables. At the heart of this
conception, then, was the idea that the sharp edge between urban and
rural land uses could be retained to the west and east of the city.®

By the late 1980s, though, Shanghai planners began to discover that
the actual deveiopment of the city was not conforming to the master
plan. For a variety of reasons, urban and industrial activities were
sprawling into the areas west and east of the city. Despite the attempt
of planners to contain the city in a definite shape, it was developing in
a direction not roo dissimilar from the diffuse, concentric ciry form com-
mon in market economies. New approaches to guiding urban develop-
ment were tried as planners sought to catch up with a reality thar
threatened to leave them behind.** The development of the area east of
Shanghai—Pudong—as a Special Economic Zone follows the logic of
accepting a more rapid and more diffuse growth of the Shanghai urban

¥S¢e Cheng Lu, Shanghai jingji dili (An economic geography of Shanghai) {Beijing: Ren-
min, People’s Publishing House 1988); Yang Wanzhong, Shanghai gongye fiegau ye buju
yanjiu (A Study of Shanghai’s Industrial Structure and Layout) (Shanghai: Huadong Shi-
fan Daxue, 1991}, 60-70. Chinese planners did not call it an “1,” of course, but rather
an “inverted ding.” Even at an early date, some planners were arguing for the expansion
of the city east of the Huangpu—i.e., into Pudong—bur they were arguing for modest
movement of government offices across the Huangpu 1o relicve pressure on the center
city and allow redevelopment. Chen Minzhy, Shanghai jingji fazhan zhaniue yanjin (Stud-
ies of Shanghai’s Econemic Development Strategy) (Shanghaiz Shanghai Renmin {Shang-
hai People’s Press],1985), 30-31.

HWorld Baok, China, 100 (Box 4.2).



86 Barry Naughton

arcu. The Pudong Special Economic Zone is not only Important as a

large zone that provides concessionary terms to foreign investors, and
thus opens Shanghai more to the outside world; it is also important as

"

& recognition of the fact that the city will spraw! our, hecom

countryside in all directions.

Opportunities for greater urban autonomy. The changes in the patter |

of Chinese urbanization can stand as an apt metaphor for the broader
changes in Chinese society that have occurred in the wake of €Conomic

reform. Changes were set m motion that were not in themselves expected

to have radical consequences, but which ser in motion a pracess of
change thar turned out to be of fundamental importance. In this case, 3
the broader process of economic reform has greatly influenced the po- B
sition of cities. Cities have steadily fost at least a part of their peculiar
position in the economic system. The division of labor berween city and J§°
countryside has become less stark, and the need to control cities has' &

become correspondingly less compelling. Some of these changes are the
direct result of reform policies consciously adopted, but others are the

unanticipated result of larger processes—including that of rual indus-

trialization—rtouched off withour full awareness of the consequences.

First, a key fearure of economic reform has been the shrinkage of the
traditional verricaily organized economic system. Plans have been vir-
tually fixed in size since 1984, leading the €Conomy to grow out of the
plan. As a result, what is still called “the plan™ increasingly has come
to resemble a set of contractual obligations thar state-owned enterprises
undertake with regard to the national and local governments, Under
these circumstances, the government has far less need to exert direct
administrative control over productive enterprises, or over the municipal
government bodies that still oversee them, This, then, has been an ap-
ticipated component of economic reform.

Shrinkage of the relative size of the state planned economy has, how-
ever, had even more powerful indirect effects. Most significant has been
the elimination of the prohibition against entry into the profitable man-
ufacturing sector, previously reserved for state-owned fems. This pro-
hibition lay behind the initial sharp division of labor between city and
countryside, and its elimination, in 1979, created the conditions for the
explosive growth of rural industry. Rapid entry into manufacturing, par-
ticularly light consumer goods production, increased demand for raw

1 much ]

bigger, somewhat more unruly, extending its economic influence mnto the ;
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materials while increasing the supply of finished manu.factured gooc.ls‘
Thus, supply of previously overpriced consumer goods increased, while

f - demand for previously underpriced raw materials also increased. These

uew market forces—combined with administrative pric.e .adjustmcms by
the national government—significantly realigned the pricing system. The
end result was the steady erosion of the former monopoly. profits of the
state industrial sector. Manufacturing profitability declined annually
every year berween 1980 and 1990.% ‘

The control of the price system that had previously cogccntrated rev-
enues in cities like Shanghai eroded. Industry in Shanghai, for example,
remained substannally more profitable than the national average. Bur as

4 profit rates declined everywhere, it became increasingly di.fﬁcul.t for
- Shanghai to turn over 80 percent of its surpluses to the national gov-

ernment. As a result, the net transfer of surplus'fmm cities to the na-
tional budget also declined steadily. Correspondingly, the need for thfe
government to guard its cash cows has become less urgent. In Shanghai,
Tianjin, and Guangzhou, the share of GDP collected as fiscal re\iir?ue
shrank by half berween 1978 and 1990 (Table 3.1). Particularly stri ing
is the sharp contraction between 1985 am? ‘1988. The manufactulilng
enterprises located in cities, facing con.lpen.non from rural enter&an;ti:s
and from start-up state firms in other cities, simply were not as profitable
as they had been. As a result, the state’s ab.ility to raise huge amounts
of revenue from those firms decreased steadily. -

At the same time, economic reform coincided with a greater willing-
ness on the part of the central government to _givc local. governments
and enterprises control over resources, including Fm.ancml resources.
While the total surplus available to be “harvested” in manufacturing
declined, the share of that surplus that could be .retamed at the loca;l
level increased. It is not hard to see why the national government al-
lowed cities to keep a larger share of their resources. As cities were
increasingly exposed to the need to become in.te.manonally rjompct}tw;:,
the dangers of the previous exploitative policies be.camc increasing )fr
clear. Shanghai and Tianjin would never return 1o vigorous gFOWt}l: i
they were not permitted 1o make substantial investment in their urban
infrastructure and other facilities. The result of these trends can .bc seen
in Table 3.1. The three cities now retain a larger share of their fiscal

*Barry Naughton, “Implications of the State Monopoly over Industry and Its Relaxation,
Modern China 18, no. | {Janvary 1992).
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revenues. Guangzhou now retains 40—45 percent; Tianjin 45-50 percent;

and Shanghai about 35 percent of total fiscal revenues. When ser against -

the long-term decline in roral fiscal revenues as a share of GDP, the

incrasced rataneine
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total resources (as a share of GDP). Nevertheless, with slightly increased I
retention and substantially increased autonomy, cirties are berter able to ]
maneuver and have many more opportunities, to cope with the problems ]
of increased growth. As for the national government, it has less need to >

exert such tght control over municipal finances. Instead of extracting a
majority of urban fiscal revenues, the national government now takes
about half, and a significant portion of this comes from the large enter-
prises that are under direct central government control to begin with.
Thus, reduced extraction plus increased recognition of urban needs has
added up to greater potential urban autonomy.

The third and final change in the position of cities has come with the

rapid growth of income in peri-urban areas. This has combined with _

increased willingness to tolerate an informal sector in the urban econ-
omy. Thus, the local income differentials that fuel rural-urban migration
have probably diminished.* Here, suburban industrialization has re-
duced pressure on urban cores by providing empioyment opportunities
to rural residents near their place of residence. Moreover, rapid increases
in food supplies during the first half of the 1980s greatly reduced fears
about uncontrolled urbanization. As a result, the need to restrict such
migration has become less important,

Thus, all three economic motivations for urban control became much
weaker during the 1980s. As the economic imperatives of control have
become weaker, continued political controls have come to seem more
arbitrary, and are more frequently contested by urban residents. In that
sense, changes in the economic system might be seen as creating the
conditions for a substantial expansion in the autonomy of cities and
urban groups.

CONCLUSION

The Chinese failure to anticipate the strength of rural industrial growth
may be seen—paradoxically—to spring from much the same roots as

"The discguilibria berween the poorest rural areas and cides is undoubredly as large as
ever. Yet in most countries, migration to cities draws primarily from the cities” extended
hinterland, and nor from distant regions. Thus, local disequilibria are probably more
important in detennining the magnitude ot migration,
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their previous deprecation of the role of existing cities. The extraordi-
nary productivity of large metropolitan regions, creating agglomeration
economies and spillover effects, provides an extremely powerful mo-
mentum for econumic growih. Duding the 1580s, the Chinese relaxed
their control of the economic system encugh to bring some of these
forces into play. As cities spilled over the economic bounds set on them,
much of their economic growth was actually recorded ourside their im-
mediate boundaries. But as growth spread ourward, it eroded the pe-
culiar position of cities in the old economic system, and this in turn helps
to create conditions for increased autonomy in the cities themselves.

Cities, as economic entities, have sprawled out of their previous
bounds, squirming out of the control previously exerted over them by
the national government. City dwellers have not yet been so successful
in defeating the controls placed on them. Nevertheless, their sphere of
autonomy has increased. In the economic realm, the rules are far more
flexible than they used to be. As a result, city dwellers have more oc-
cupational flexibility, and mote access to the services provided by others
{particularly by temporary migrants to the city—the floating popula-
tion). City life has become more heterogeneous, with more diversity, but
also more crowded and, in some respects, more stressful. Even more
important, the economic imperatives that led national authorities o con-
strict urban development severely have faded in importance, As a resulr,
there are far fewer economic reasons to obstruct continued liberalization
of urban life and expansion of an autonomous public sphere. If political
conditions develop in such a way as to support such a liberalization,
there is no reason to believe that economic conditions will pose signifi-
cant obstacles. Indeed, the economic changes that have occurred to date
support rather than impede a continuing retreat of the sphere of direct
state influence. In this sense, the position of cities in the economic system
has changed dramatically, and now presents the opportunity for a fur-
ther expansion in the autonomy of cities and urban dwellers.



