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Abstract
China’s recent economic transformation started in rural areas, but soon became a very urban 
phenomenon. Coastal cities became sites of innovation, where private enterprises, 
entrepreneurial bureaucrats and low-paid migrant workers combined to create the biggest 
economic growth phenomenon the world has ever seen. The manner in which growth-oriented 
city authorities have supplied serviced land to developers, attracted migrant workers, and 
engaged in high-profile boosterism has been central to China’s economic success. There have 
also been negative social and environmental consequences. This paper explores how 
urbanization has contributed to China’s economic success, and the challenge of making this 
urbanization more socially and environmentally beneficial. 

1. Introduction

China is one of a small minority of countries that has explicitly adopted policies to increase rural-urban 
migration , and perhaps the only one whose model of development has come to be so closely linked to  
urbanization and city formation. China’s approach to urbanization has contributed significantly to China’s 
economic success, and has had a profound influence on the form this success has taken. 

The reforms of the late 1970s began a major shift in China’s approach to development. In rural areas,  
farmers  were  given  more  responsibility  for  the  land  they  farmed and  the  products  they  sold.  Local  
enterprises  were  encouraged  to  produce  for  the  market.  A very  rapid  process  of  urbanization  and 
industrialization  was  initiated,  through  progressively  opening  up  coastal  locations  to  trade,  foreign 
investment  and  capitalist  enterprise.  Economic  liberalization  was  accompanied  by  government 
decentralization, and by the 1990s coastal cities emerged as the critical sites of economic growth. 

While the speed of this urban and economic transition has been astounding, the underlying strategy was  
gradualist and experimental. It is often described with an expression ascribed to Deng Xiaoping, who led 
the  reforms:  “crossing  the  river  by  groping  for  stepping  stones”.  Cities  became  central  to  China’s 
development because of the economic advantages urban agglomeration provides. But they also became 
key  arenas  for  institutional  innovation,  with  the  central  government  encouraging  the  spread  of 
economically successful innovations and suppressing economically unsuccessful or politically threatening 
innovations. 

During the early decades of liberalizing reform, the preeminent policy goal was to increase the market 
value  of  production.  One  of  the  tactics  was  to  liberalize  and  in  some  cases  subsidise  places  and 
enterprises already demonstrating economic success, or considered most the likely to succeed in the 
near future. Thus special zones were created by the central government in coastal locations, and given 
more scope to innovate and more access to public resources. Cities were soon given advantages over  
smaller  settlements  –  though  successful  settlements  could  become  cities,  and  overtake  their 
‘competitors’,  with  Schenzhen’s  transformation  from rural  village  to  global  mega-city  the  paramount 
example. The experimental  approach also extended to the support given to different  types of special 
economic zones local governments were allowed to create, with the more urban xincheng favoured over 
the more rural kaifaqu after the latter became over-extended in the 1990s, and were no longer felt to be  
contributing to economic growth. (As described in a later section of this paper, urban special economic 
zones have also been reigned in, more recently.)
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Not-surprisingly,  the narrow focus on marketable  economic output  created an economy with  growing 
inequalities  and  serious  new  environmental  problems  .  Markets  have  a  tendency  to  create  large 
inequalities during the course of urbanization and industrialization, and a number of China’s strategies 
have  amplified  this  tendency,  including  that  of  favouring  places  and  enterprises  with  the  greatest 
economic potential.  Research suggests that these growing inequalities are indeed a serious problem, 
despite  declining  poverty  levels,  and  that  they  are  linked  to  the  manner  in  which  urbanization  and 
industrialization have been pursued . Ungoverned markets also have a tendency to create environmental  
problems. Numerous urban environmental problems have emerged, ranging from severe air pollution in 
the  cities  ,  to  growing  demand for  and  contamination  of  water  and land  surrounding  the  cities  ,  to  
increasing global ecological and carbon footprints . 

The  notion  was  that  over  time  economically  backward  places  and  people  would  catch  up,  and 
environmental  problems would be addressed.  Indeed,  in  the past  decade there has been a growing 
emphasis on social and environmental issues. It remains to be seen whether this belated attempt will  
succeed, or whether China will be unable or unwilling to transform its economically successful but socially 
inequitable and environmentally damaging model of development. A central thesis of this paper is that  
while this challenge is certainly no greater than that of achieving economic success was at the start of the 
urban transition,  it  will  require a very different  sort of engagement,  which taps the urban potential  to 
reduce environmental burdens and social inequalities.

2. Phases of China’s urban transition

China’s  mode of  urbanization  has  changed  considerably  in  recent  decades.  McGee and  colleagues 
distinguish: the Maoist period when the emphasis was on minimizing rural-urban differences (1950-76); 
the  “rural  urbanization”  period  when  rural  liberalization  and  decentralization  spurred  the  rapid 
development of Town and Village Enterprises (1978-1992); and city-centred urbanization involving private 
developers and bureaucratic entrepreneurs (initiated in the early 1980s, but not flowering until the 1990s). 
Anthony  Yeh  and  colleagues  propose  a  similar  set  of  stages,  with  “rural-urbanization  driven  by 
industrialization” starting in 1978 with the onset of liberalization and the rural household responsibility 
system, followed by “urbanization driven by land reform” starting in 1988 with the opening up of urban 
land markets, and a final stage of “urbanization driven by the service industry” starting in 2001 .  Even 
scholars not inclined to focus on spatial aspects of development, often make a sharp distinction between  
China’s more rural development of the 80s and its more city-centred development starting in the 90s . 
This  shift  is  sometimes  portrayed  as  a  shift  in  the  character  of  Chinese  capitalism  from  a  more 
entrepreneurial  rural  industrialization  to  a  more  state-controlled urban  industrialization starting  in  the 
1990s  .   Although  urbanization  proceeded  rapidly  throughout,  China’s  early  industrialization  was 
exceptionally rural. For a time it seemed that China was breaking the mould, and industrializing in rural  
areas – or as some put it, urbanizing in situ . On the other hand, the later industrialization was surprisingly 
urban, if not in terms of location, at least in terms of the lead role played by urban authorities.

3. Key elements to China’s model of urbanization and development

3.1 Opening up the coast first

As early  as  1979,  the  coastal  provinces  of  Guangdong  and  Fujian  were  granted  special  economic 
privileges allowing them to experiment with market-driven, export-oriented ways of pursuing economic 
growth . In 1980 this was followed up with the establishment of four economic zones in backward areas 
within  these  provinces,  allowing  larger  scale  experimentation,  and  providing  a  wide  range  of  cost-
reducing incentives for exporters and foreign investors. In 1984, 14 “open cities” were established along 
the coast, all with a degree of autonomy, reduced taxes and fees, as well as public resource allocations .  
Over the course of the 1980s, open policies were extended to all coastal areas as part of a Coastal Area 
Development Strategy .  Some inland settlements also began to be opened up during this period, but 
overall, economic policies clearly favored the coastal region, as it was intended to.  

Even if the liberalization had been geographically even-handed, coastal cities would have been in the 
best position to take economic advantage of this opening up. It has been estimated that about half of the 
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differential growth of coastal cities was down to geography and half down to preferential policies . Having 
achieved their economic advantage from geography and policies, this advantage has been consolidated, 
and  may  even  have  been  amplified  by  a  process  of  cumulative  causation  whereby  economically 
successful coastal cities have surged ahead . From a policy point of view, there are various attractions to 
the use of special economic zones and other such preferential policies to spearhead economic growth . 
Unfortunately,  this  approach  has  had  some  severe  environmental  and  social  drawbacks,  which  are 
proving difficult to counter.

3.2 Actively urbanizing places, hesitantly urbanizing people

While as indicated above, China has been one of the few countries with explicit policies to encourage 
urbanization,  both  national  and  local  governments  have  been  far  keener  on  creating  economically 
successful  urban  places,  than  on  accepting  rural  people  as  permanent  urban  residents  .  This  was 
particularly evident in the 1980s and 1990s, when it had statistical as well as substantive consequences.  
Thus, counties were given strong incentives to try to become cities, partly by achieving economic growth, 
with the result that the number of cities tripled between 1980 and 1997 . Moreover, cities were given more  
administrative authorities, and their spatial boundaries were extended over large land areas. On the other  
hand, only a small  minority of rural migrants were given urban permits allowing them to claim urban 
citizenship,  and  the  number  of  officially  urban  people  grew  very  slowly.  Partly  as  a  result,  urban 
population estimates based on different statistical criteria began to diverge considerably, and by the late  
1980s, while only about a quarter of the population were registered as urban residents, well over half 
were  living  in  areas  designated  as  cities  or  towns  .  Since  1990,  the  censuses  have  adopted  an  
intermediate position, with a more restrictive definition of urban place, and a more inclusive definition of 
urban residents . These census definitions, though they have changed slightly between 1990 and 2000, 
represent a serious attempt to identify areas with urban population densities and built-up areas. However, 
in discussions of urban populations and places in china, the very extensive city boundaries and narrow 
definitions of urban people still cause considerable confusion. More important, there is still a policy bias 
towards urban enterprises, and against people who live in urban areas without the requisite permits.

While the statistics may sometimes confuse, there is no doubt that since the reforms began China has 
experienced an amazingly rapid urban transformations. According to the most recent estimates, the level 
of urbanization in China increased from about 21% in 1982 to 50% in 2010 . Whereas in 1982 China’s 
urbanization level was about a quarter less the average for Africa (28%), it is now about a quarter higher 
than the 2010 African average (39%) . The difference with other developing Asia countries, was far less, 
but  even so China went from being on the less urbanized side to the more urbanized side. Overall, 
China’s urban population increased from about 211 million in 1982 to 643 million in 2010. With the same 
overall population growth but no urbanization, China’s urban population would still be about 279 million.  
The remaining 384 million are the result of urbanization. Indeed according to the 2010 census about 220 
million urban dwellers were officially registered as permanent residents of rural areas, often far from their  
urban homes . 

3.3 Using land to drive urban development and empower local authorities

The rising importance of urban land in China’s development is associated with to the growing political  
importance of cities and their governments. In most urbanizing countries, gaining access to suitable urban 
land is critical, whether one is a struggling low-income resident or an affluent and ambitious enterprise. 
Even powerful developers often face problems gaining access to the land that they want, and the low-
income residents of informal settlements often live in fear of evictions. In China, urban land has become 
central to how urban authorities raise revenue (through land sales), promote economic growth (through 
large development projects), finance urban infrastructure (through tapping the increase in land values), 
and  brand  their  cities  (through “iconic”  architecture).  The  manner  in  which the  land  is  secured  and  
distributed raises problems of efficiency, equity and environmental quality, as well as economic instability 
linked to property speculation. It is a locus of corruption. But it has also become a major force behind  
China’s rapid economic accumulation and growth. The control of land has become so central to China’s 
economy that  the  central  government  adjusts  national  policies  towards  urban  land  conversions  and 
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development to stimulate or stabilise the economy, and has been trying to gain more control over the 
process . 

There are certain paradoxes in way in which land in China has come to take on this central role, at least 
from the perspective of conventional economic thinking . Firstly, and contrary to the view that clear land 
rights are a precondition for effective land markets,  the rapid market-based transformation of China’s 
urban and peri-urban land took off when land rights were ambiguous at best. Secondly, the two biggest  
losers have ironically been those groups with the strongest claim to land ownership according to the 
Chinese constitution: the central government and the rural collectives. The two big winners, as described 
below, have been the local governments and the developers. 

As You-Tien Hsing describes in fascinating detail , local struggles for land have been occurring in three 
different spatial arenas: (1) in the core urban centres where city governments have had to compete for 
development rights with the powerful “socialist land masters” to whom most of the land was allocated in 
the socialist era; (2) in the edge of expanding metropolitan areas where city governments strive to convert  
land from rural to urban, sometimes competing with more local authorities,  and in some places being 
forced to cede some of the land to what were rural collectives; (3) in and around smaller towns, where 
township governments struggle to expand their  land-based operations in the rural-urban fringe,  often 
without formal powers or claims to land. In each of these complex and overlapping arenas, there are both  
local dynamics and national policy shifts driving change and in some instances changing the rules of the 
game. Also, while in each case opening up land for private (re-)development is  at the centre of  the 
process, the result  has also been a more consolidated territorial state and stronger cities, with some 
powers devolving down to cities from central authorities, and others accumulating up to cities from towns 
and rural authorities. 

In  every  arena,  these  land  conversions  have  involved  taking  entrepreneurial  leaps,  sometimes  of 
questionable legality . A key part of this state-led land conversion is the transformation of land from poorly 
serviced and often occupied “raw” land to “cooked” land ready for development. In the peri-urban setting,  
this inherently complex process generally involves the conversion of “rural” land to “urban” land. After  
some experimentation with land in coastal locations, an urban land leasehold market was established 
nationally in 1988 . Rural land stayed collectively owned, and even after the reforms could not be leased  
for profit. Ownership of urban land stayed with the state, but could now be leased for a fixed term. This  
created  the  opportunity  for  local  governments  to  use  urban  land  both  to  attract  and  guide  private 
enterprise development, and also to raise funds to finance infrastructure provision – a serious problem for 
local governments in many other countries. 

The power to convert rural land to urban thus increased in importance and became, along with the power 
to “cook” existing urban land for redevelopment, an important terrain of struggle. City governments, with 
their  authority  over  the  surrounding  rural  land,  were  well  placed  to  take  advantage  of  the  new 
opportunities.  However,  they had to  compete not  only  with  the socialist  landmasters and other  local  
authorities, but also with central government overseers. Local bureaus of land management were given 
the authority to grant  quotas and allocate permits  for  rural-urban land conversion and monitor  lease 
“sales”.  These  were  initially  supervised by municipal,  district  and country  governments,  giving urban 
governments  considerable  control  over  the  conversions.  In  1998  it  was  also  stipulated  that  all 
administratively  allocated  land  should  be  transferred  to  municipalities  first,  before  being  leased  to 
developers, consolidating the official role of urban authorities vis a vis the socialist landmasters . In 2006, 
a national system of urban land management was established, bringing the bureaus of land management 
under central  supervision, partly in an attempt to reign in the coastal cities .  The goal of the central  
authorities was not so much to prevent local bureaucratic entrepreneurship, however, as to prevent it from 
an overheating of the economy, which can benefit local governments but creates national problems . As 
described below under “weaknesses of China’s approach to urban development” (page Error: Reference
source not found), this has not been entirely successful. 

Urban government officials have at least four powerful incentives to gain control over land conversion and 
conveyance, and to use this control promote development projects. The first incentive is simply that the 
central government has, at least until recently, prioritized economic growth, and has demanded that local 
governments do likewise. For coastal cities where private developers and enterprises place a high value  
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on land, freeing up land for developers has been a comparatively simple way of stimulating economic 
growth. This demand for economic growth has been backed up a second more personalized (career)  
incentive;  officials  are  judged  by  the  economic  growth  of  their  localities,  and  empirical  evidence 
demonstrates that the likelihood of local officials being promoted is positively related to the localities GDP 
growth rate .  A third incentive arises because land revenues are extra-budget, local governments are 
allowed to  keep  up to  85 percent  of  their  land-lease revenues,  and can spend them flexibly  .  This  
incentive involves the sort of fiscal decentralization that some economists argue has enabled China to 
align local government action with the market . A fourth incentive is that controlling land conversions and 
conveyance  provides  important  opportunities  for  corruption.  Measures  have  been  taken  to  curb  this 
corruption, and “land-related scandals,  which brought down rural  cadres in towns and villages in the 
1990s, began to bring down leader cadres of large cities like Zhengzhou, Shoaxing, Beijing, Shanghai 
and Shenzhen in the 2000s” . Needless to say, not all of these incentives have the same implications for  
economic growth, and combined they may explain why local officials tend to favour development projects 
that boost the local economy over the short term, and have grown particularly fond of real estate projects. 

As McGee and colleagues  have described, the resulting political economy of Chinese urbanization has 
spawned at least three categories of bureaucratic entrepreneurs: 

1) “Local government officials and their leaders such as local mayors whom because of their 
local power can dominate the leasing and development of urban land.”

2) “A group  of  ‘entrepreneurial  bureaucrats’  that  carry  on  the  work  in  the  various  ‘quasi’ 
governmental  organizations  that  city  governments  have  set  up  to  facilitate  the  city 
development process” (e.g. city development and investment corporations). 

3) “Those ‘bureaucrats’ that belong to vertically organized national units such as the army and 
national departments, who previously occupied administratively allocated land”.

It is primary developers in the second category who have typically played the lead role in taking the “raw”  
land,  handling  compensation  for  the  previous  occupiers,  arranging  land  clearing  and  infrastructure 
provision, and turning “cooked” land over to the municipality to parcel out to secondary developers. These 
secondary developers may be private, but many are state owned, and run by still more entrepreneurial  
bureaucrats . In their struggles with both the old socialist landmasters and with subsidiary authorities, city 
authorities  have  tried  to  present  themselves  as  the  rational  modernizers.  They  have  had  to  accept  
attempts to ensure that municipal land-lease sales are transparent, and are put out for tender, though 
strong moves in this direction not only curtails their elicit wheeling and dealing, but also their capacity to 
plan  strategically.  At  least  to  an  outsider,  the  land  conversion  process  remains  quite  opaque  and 
byzantine. However, perhaps because most of the powerful actors have the common goal of developing 
the land and achieving marketable returns, it has proved to be a very rapid means of opening up land and 
spurring economic growth. Moreover,  while the competition among developers may not maximise the 
economic value, and the supervision of government authorities may not serve the broader public interest,  
the  negotiations  do help  to  bring market  forces  to  bear  and ensure  that  decisions  are not  made in 
ignorance of the market-based opportunity costs of alternative land uses.

Over  the  years,  the  role  of  city  governments  in  land  conversion  and  conveyance  has  come  under 
considerable criticism. Yasheng Huang mounts what must be one of the more far-reaching critiques from 
a liberal perspective. In his broader condemnation of China’s city-led development he describes the land 
acquisition as the “grabbing hand” of the state . He argues that far from representing a step forward in a 
successful march towards economic liberalism, the rising power of urban authorities and their land-based 
development projects marked a step back from the more entrepreneurial and rural liberalization of the late 
seventies  and  early  1980s.  Most  of  the  prerequisites for  a  dynamic  entrepreneurialism led from the  
bottom were, he argues, emergent after the early reforms, and were driving a broad-based economic 
growth. The city-based model has maintained growth, but is less economically and politically liberal, and 
less equal. In short, he accepts that what he refers to as the “Shanghai model” of development “is not  
antithetical to capitalism per se”, but argues that it is antithetical to “the virtuous kind of capitalism” .
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It is hard to see how China’s economic growth could have continued as long as it has without taking 
advantage of urban agglomeration. The leading reforms and the initial progress were indeed instituted in 
rural areas, that only later became cities. This was largely to prevent the reformist experiments, which 
were considered risky, from destabilizing existing urban economies. From the start, it was designed so 
that  success would  favour the coastal  region,  and a set  of  emerging cities.  Moreover,  whatever  the 
benefits for entrepreneurship, the economic disadvantages of dispersed rural production would almost 
certainly  have  hampered  the  rural-industrialization  model  eventually.  The  more  serious  question  is 
whether  an  urban  transition  could  perhaps  have  been  achieved  without  losing  the  social  and 
entrepreneurial advantages that Huang ascribes to the early “rural” reform period.  In this context, it is 
significant  that  when Huang compares  areas  that  followed his  preferred  rural  model  with  those  that  
adopted  a  more  city-based  model,  the  level  of  urbanization  is  incidental  at  best.  Indeed,  when  he  
compares the success of Zhejiang Province relative to Jiangsu Province, there is no mention of the level  
of urbanization in the two provinces . All  the attention is given to Jiangsu’s reliance on foreign direct 
investment and its more statist and less entrepreneurial economy. In fact, since 1982 Zhejiang has been 
more urban than Jiangsu , though both have been rather less urban than their per capita incomes might 
have  led  one  to  expect  .  In  effect,  Huang’s  fundamental  concern  is  not  with  urban  versus  rural  
development per se, but with the urban statism that emerged. It is difficult to say what the alternatives  
might have been, but in order to maintain rapid economic growth the more realistic alternatives would still  
have to be urban, if not necessarily so statist.

There has also been criticism of China hybrid model of urban expansion on the grounds that it converts 
different quantities or qualities rural land to urban uses than would result from competitive land markets.  
On the one hand, it has been argued that central government controls on land conversion have inhibited 
economic growth, particularly in coastal cities . On the other hand, it is argued that excessive conversion 
by local authorities have led to economic losses , and that rural dwellers are particularly badly served due 
to compensation well below urban market prices . There are certainly instances when the speculations of  
bureaucratic entrepreneurs have failed. In the early 2000’s, the number and area of special economic 
zones (SEZs) increased excessively. In early 2004, there were 6866 SEZs occupying about 38 thousand 
square kilometres of land. In an attempt to curb excessive expansion, the central government intervened 
and eliminated more than 4,800 SEZs, covering 24,900 square kilometres of land – of which some 1,300 
were returned to agricultural uses . With rural-urban land conversions so directly serving local government 
revenues,  developers’  profits,  and  related  opportunities  for  corruption,  such  excesses  might  seem 
predictable. On the other hand, as land monopolists, urban authorities also have the incentive to withhold 
land so as keep up prices. In practice, many local authorities have leased some land competitively but 
given lower prices to manufacturers whom they wish to attract to the city . Market economists point out 
that the outcomes are not as efficient or fair as those that somewhat idealized competitive markets ought 
to achieve . It should be kept in mind that the outcomes are also not as efficient or fair as ideal planners  
ought to achieve. Moreover, competitive and fair urban land markets in rapidly urbanizing countries are 
extremely  rare  internationally,  and it  should not  be assumed that  they are a  likely  alternative to  the 
existing system in China.

In addition to external criticism, there has been internal resistance. This resistance has focussed as much 
on illegal land grabbing as on the loss of land resulting from the official system of land conversion and 
conveyance. While official statistics presumably understate the full extent of illegal land occupation, Lin 
notes that “Official statistics showed that, during the years 1995-2002, nearly a million cases of illegal 
land occupation and transaction were uncovered involving a land are of 189,000 hectares, an equivalent 
of 42 per cent of the land acquired legally through land conveyance.” Most of these illegalities have been 
perpetrated by state organizations and local authorities, and there have been many protests and incidents 
of  violence related to  land disputes,  at  least  some of  which have focussed on perceived illegalities. 
Particularly at times when there were also concerns that urban land conversion was over-stimulating the 
national economy, higher authorities have responded to complaints about questionable land grabbing, 
with 14,000 cadres subject to criminal investigation or given warnings by the Communist Party between 
2000 and 2007 .

The nature of the struggles vary across the three spatial arenas identified by Hsing : the urban core, the  
expanding metropolitan edge, and the more distant and often dispersed rural-urban fringe. In the urban 
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core,  two of  the  main struggles  have come from property  rights  protests  by pre-revolutionary  home 
owners  and  residents’ rights  protests  by  people  being  displaced  to  prepare  land  for  development  .  
Somewhat surprisingly, pre-revolutionary home owners have been somewhat more successful, both in 
mounting a campaign and in securing additional rights to their pre-revolutionary homes. This may be in 
part  because  the  residents’  protests  against  eviction  and  their  loss  of  livelihoods  are  a  far  greater  
challenge  to  the  prevailing  model  of  urban  development.  The  organized  residents’ resistance  Hsing 
describes for Beijing amounts to a form of civic territoriality,  based not only on the right to adequate  
compensation but on a right to homes and livelihoods in a particular place. Such organization has been  
undermined,  however,  by the different  types  of  residents  (e.g.  long  term ‘owners’ versus short  term 
‘renters’), the dispersal of the residents once they have been displaced, and the very different levels and  
forms of compensation provided. 

While the fact that the compensation is only a very small fraction of the market value of the land is a basis  
for  protesting,  the high land values can work to undermine the claims for  civic territoriality,  and shift  
attention to levels  and mechanisms of compensation.  Even with existing compensation,  which varies 
considerably from place to place and sometimes from household to household, some households are 
more concerned with the level of compensation than with retaining their homes and workplaces. Indeed, 
the pre-reform residents have often moved on long before the threat of displacement becomes imminent, 
and  are simply  awaiting  compensation,  which  may well  be worth  more  than  they  monthly  rent  they 
currently receive. This focuses organized resistance on the legal aspects, and for example in 2000 in 
Beijing a network of chaiqianhu organised first a “Grand litigation of 10,000 Plaintiffs” (wanren dasusong) 
and  then  in  later  years  “grand  petitions  and  revelations”  (wanren  dajubao)  with  upward  of  30,000 
signatories  .  It  also  focuses  individual  action  on  bargaining  strategically  for  more  compensation  for  
themselves, with stories of some households receiving almost no compensation and others (such as the  
‘nail  household’ (dingzihu) pictured teetering on a promontory out over a excavated construction site) 
receiving hundreds of thousands of dollars . More radical protests have also been reported, but there is 
little evidence of any emerging social movement with the strength to challenge the appropriation of urban 
land in the name of development .

Somewhat different struggles have emerged at the metropolitan periphery, where urban authorities seek 
out land for development projects by converting rural land to urban before opening it up for lease to  
developers . In this case the protagonists are not just the residents or other land users, but the rural 
collectives  that  rural  residents  and  their  collectives  have  engaged  in  somewhat  different  forms  of 
resistance. To illustrate these struggles Hsing  examines the “villages in the city” (chengzhongcun) that 
emerged especially in southern metropolises such as Guangzhou and Shenzhen: “Taking advantage of 
the urban government’s desperation for high-speed and low-cost urban expansion, villagers in the urban 
fringe have managed to stay in their  village homes and share the fortunes of the growing urban real 
estate market” .  In addition to already inhabited village land (or  in some cases what could be more 
accurately  described as land rapidly  built  over  by villagers in  anticipation of  government attempts to  
appropriate  land),  rural  collectives  can sometimes  negotiate  for  reserved  land,  and  corporatize  their 
holdings, and engage even more actively in urban development through collective real estate projects.  
There have also been many protests  in  these edge areas,  especially  where negotiations have gone 
wrong, but generally Hsing  presents this as the arena where there is the least confrontation between 
urban authorities appropriating land and existing residents or owners.

In the rural-urban fringe around smaller urban centres, and further away from the affluent urban region 
along  the  coast,  rural  collectives  and  residents  have  found  it  more  difficult  to  negotiate.  The  urban 
authorities typically have fewer resources available to compensate the rural land holders, the disputes are 
less visible, and the basis for rural negotiation is less strong. Every year, and at a growing rate in the early 
2000s, there have been rural protests in response to the appropriation of rural land. Most often villagers  
are relocated after the land has been appropriated. As with their  counterparts in the urban core, this 
undermines their scope for sustained place-based organization and resistance. Relocated villagers rarely 
fared well. While the media focuses on the disparities between land compensation and land value in more 
central locations, those most adversely affected by the land appropriation are usually more rural, and are 
affected by less visible projects. 
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3.4 Reforming the hukou system to accommodate new urban realities

With China’s urban-based economic growth, social divisions between different economic classes have 
increased, but some of the most visible divisions are spatially-rooted: between poor dwellers from the 
rural inlands and urban coastal dwellers, mediated by temporary migrants who live in coastal cities but 
have a rural/inland household registration, or hukou. Prior to the reform period, the hukou system made it 
nearly impossible to move from rural to urban locations in search of work . The  hukou also restricted 
movement between different rural (and urban) locations, but the rural-urban distinction was more strict, as  
symbolized by differently coloured  hukou certificates for “agricultural” and “non-agricultural”  hukou, and 
reinforced by the need to for central government authority to change a hukou from a rural to an urban 
location.

With  the  reforms  starting  in  1978,  the  hukou has  been relaxed  so as  to  allow people  from labour-
abundant areas to seek work in the growing urban centres where labour is more scarce. Initially,  this 
primarily involved allowing rural hukou holders to come to urban areas to work, with their social rights still 
tied to their rural homes, where they would have land use-rights and a few other benefits. Urban hukou 
holders, on the other hand, would have rights to education for their children, medical care, and a range of 
other urban benefits, initially including a grain ration and urban employment. In the last couple of decades  
of reform, urban  hukou-linked benefits have declined,  and it  has become easier to get urban  hukou, 
particularly in small urban centres near the site of one’s rural hukou. In the late 1990s, the responsibility 
for  administering  the  hukou system was  shifted  from central  to  local  government.  There  has  been 
considerable experimentation and variation since then, and hukou benefits are not so much tied to urban 
registration as to registration in an affluent locality. There are still an estimated 260 million or so “floating 
migrants”, who do not have  hukou for the (predominantly urban) areas where they live, amounting to 
almost 40 percent of China’s urban population . 

There is considerable disagreement over the importance of the  hukou in contemporary China. At one 
extreme, Chan and Buckingham  claim that “the hukou system, as a major divide between the rural and 
urban population, remains potent and intact” (page 582) and “is a major source of injustice and inequality,  
perhaps the most crucial foundation of China’s social and spatial stratification and arguably contributes to 
the country’s most prevalent human rights violations” (page 583). At the other extreme, Zhan  claims “the 
importance of  hukou has declined substantially,  and that migrant  workers’ life chances would not be 
significantly improved even if China were to abolish the hukou system” (page 243). 

The truth almost certainly lies somewhere between these two extremes, which are perhaps not as far  
apart as they might seem. As Chan and Buckingham  describe, and Zhan  accedes, the hukou system 
has been reformed and decentralized, but  not dismantled. Once the key distinction was between the 
(agricultural)  rural  hukou holders and the (non-agricultural)  urban  hukou holders,  and shifts  between 
these categories were administered by the central government. Now the key distinction is between the 
local  hukou holders and the non-local  hukou holders, and shifts are administered by local governments 
with some central government oversight, and considerable scope for experimentation. To a large extent,  
this simply reflects the changing realities of China’s urban development and the locus of its rural-urban 
inequalities.  Once there was a fairly clear dichotomy between dense, mono-polar urban centres and 
dispersed  agricultural  settlements,  and  the  minimum urban  benefits  (e.g.  the  urban  rice  bowl)  were 
roughly the same in different urban locations. Now most of the wealthy settlements are multi-polar urban 
regions along the coast, and it is these wealthy localities that can afford to provide benefits to their hukou  
holders. It remains extremely difficult for a rural migrant from an inland province to secure a hukou, rural 
or urban, for a coastal city. They might be able to secure one for their local town or city, but this is likely to  
bring far fewer benefits. Thus the hukou system has been adjusted to contemporary realities of urban in 
China,  and  still  helps  to  prevent  rural  migrants  from crossing  one  of  China’s  most  significant  social 
divides. This helps to explain why migrants’ did not change their behaviour much when, in 2001, hukou 
reforms allowed rural hukou holders to settle in small towns in their locality . 

As Zhan  argues, however, it is not clear that migrants’ life chances would be transformed if the hukou 
were removed. After all,  it  is  primarily the market  that keeps down the wages of the large supply of  
migrant workers. Moreover, the exclusion of migrants is not simply based on their hukou: other forms of 
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social exclusion and prejudice are also at play. Since the hukou-based, property/market-based and social 
exclusion often overlap, it is easy to blame all three forms of exclusion on the legal exclusion rooted in the 
hukou, even as it declines in importance. And if the importance of the hukou as a form of exclusion has 
declined somewhat in absolute terms, it has declined far more in relative terms. Just as China’s principal 
rural-urban  axis  of  difference  has  shifted,  so  has  the  principle  basis  of  China’s  inequalities.  Private 
property and market-based inequalities have increased vastly in importance, while other forms of legal  
exclusion such as the hukou have become far less significant.

Even if the hukou is no longer a major source of exclusion and inequality, it does both symbolize and  
amplify the inequalities that  now derive primarily from the operation of private property and markets.  
Many  economists  criticize  the  hukou  on  the  grounds  that  it  is  both  economically  inefficient  and 
exacerbates  inequality  .  The  economic  inefficiency,  and  some of  the  inequality,  derives  from hukou 
providing an impediment to migration and labour market  flexibility.  It  has been found that  the hukou 
system interferes with labour markets, not only between rural areas and successful cities, but even within 
cities . It also amplifies the difficulties migrants face getting adequate housing , and inhibits permanent 
migration, potentially increasing insecurity . Moreover, it legitimates other forms of urban social exclusion, 
and the insecurity of market employment, by signalling that the migrants are not really citizens of the 
cities where they live, and should not expect to remain once their work is done.

One of the difficulties in assessing the importance of the hukou system is that it is not clear what its 
dismantling would entail. It seems unlikely that not using of the hukou to allocate benefits would simply 
increase the benefits available to migrants. More likely, it would also represent a step in the progressive 
removal  of  these  public  benefit  systems  from other  urban  dwellers,  and  their  replacement  by  more  
privately-based or minimalist benefit systems. On the other hand, the hukou system was never just a  
system to  control  the movements of  and benefits  for  migrant  populations.  China’s  hukou (household 
registration) system had, at least until recently, more than 300 thousand hukou police field officers and 
tens of thousands of computers at its disposal . It has not just been responsible for monitoring migrants,  
but more generally for keeping tabs on people who might be socially or politically disruptive. This policing 
system has implications that extend well beyond issues of migration and the allocation of benefits.

3.5 Branding cities to compete globally and nationally

Most of the successful coastal cities also aspire to become global cities, in what has amounted to an 
aggressive and elitist form of urban boosting, or in more contemporary terms branding . The term global  
(or world) city tends to be used very differently by urban researchers and urban practitioners. For leading 
urban theorists such as Friedmann  and Sassen  describing a city as a global city is not a way of praising  
its success, or branding it, but of specifying its role in the global economy and its relative autonomy from 
the  nation  state.  For  Sassen,  for  example,  global  cities  are centres  of  global  finance  and  of  global  
servicing and management, but also embody a disturbing process of social and economic polarization 
that has accompanied the globalization that these cities epitomize. For bureaucratic entrepreneurs and 
their city boosters, on the other hand, being successfully branded a world or global city is a means and 
mark of success. For both urbanists and urban boosters, the global city contains iconic architecture, hosts 
world events, and attracts international capital. However, for urbanists the global city also has a dark side 
that boosters do their best to obscure.

Boosterism in China’s coastal cities has been global both in reach and in branding. By the late 1990s,  
about 40 Chinese cities had declared their intention of becoming global cities, including some far from the  
coast . Some of the most high-profile branding has been architectural, and “transnational” architecture 
production emerged in the 1990s to become a central element of the globalization of China’s leading  
cities. While the origins of most of the world’s leading architectural firms are still European and American,  
Shanghai topped a recent list of cities with the most branch offices of these firms, with Beijing tied with  
New York in fifth place . The Chinese government has not only freed up the local market for architectural  
firms, starting experimentally in three coastal cities, but has actively engaged with, often giving preference 
to, international firms, most notably around the Olympics. The mix of iconic buildings in Shanghai and 
Beijing is very striking, and the infusion of international vision and extravagance has brought excitement 
to China’s urban revolution. There is a neat symmetry between this urban engagement with transnational  
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architecture, characterized by an elitist radicalism, and the broader urban engagement with global capital, 
characterized by an elitist liberalism. Unfortunately, this urban boosterism, with all its artistic and radical  
pretentions,  is  probably  accentuating  the  social  and  environmental  inequities  of  China’s  urban 
development.

4. The strengths and weaknesses of China’s approach to urbanization 

4.1 Its role in China’s economic success

Among economists, there is growing understanding of the economic advantages of urban agglomeration . 
What is particularly interesting about China is how it has pursued these returns to agglomeration, and 
how it has also exploited urban territories to create the basis for an experimental approach to economic 
and political reform. 

Experimentation

One of the most successful aspects of China’s model of urbanization has been the role cities as sites of  
experimentation.  The first experimental zones, at the end of the 1970s, were actually rural, for fear of  
urban destabilization. After some initial successes, however, the focus turned cityward. By 1990, a World 
Bank economist could claim that “To an extent unknown outside the developed world, China’s cities are 
becoming their own masters except where very large investments are concerned” . The right to innovate 
has never been unconditional. Urban innovation has been monitored, and suppressed when the central  
government  has deemed it  destructive.  Yet  the experimentation was,  and continues to be,  critical  to  
China’s economic success. Some reforms are carefully orchestrated, as with the ongoing experimentation 
with  property  taxes  in  Chongqin  and  Shanghai  .  Others  are  more  controversial,  and  end  up  being 
repressed, as with Bo Xilai’s recent fall from favour in the wake of his radical and populist reforms in  
Chongqin . Often been led by city authorities, experimentation has given markets, including international  
markets, a critical role in weeding out economically unsuccessful innovations by private enterprises. It has 
also left  the central  government  with a critical  role in weeding out  innovations deemed economically 
unsuccessful or politically undesirable.

Creating the place for capital and labour to come together

Partly through this experimental innovation, China developed a model of urban development that brought  
capital and labour together in well-serviced and well-located urban places. In cities around the world, two 
of the most common difficulties urban planners face are freeing-up and servicing urban land. Regulation 
and speculation often combine to create dysfunctional urban land markets, inhibiting urban development. 
Much newly built-up land typically lies beyond the authority of the city’s planners. In China, cities gained 
authority over the surrounding rural regions, and can convert land from rural to urban, making sufficient 
revenues in the process to service the land. Moreover, rural workers gained the right to move at least 
temporarily to the city, to work, though not to secure the full social benefits of permanent urban residents. 
Meanwhile the benefits of urban workers have been progressively removed, with considerable struggle ,  
and brought more into line with what could potentially be offered to migrants as well.

Aligning public and private incentives for economic growth

City authorities have the incentive as well as the means to contribute to China’s economic success. As 
described above, for decades senior city officials were told to prioritize economic growth, their prospects 
for career advancement depended on it, and their scope for corruption grew along with it. Moreover, local  
government revenues depended on the sale of land, and selling land to high bidders helped to ensure 
that land was going to their most productive uses, at least from the perspective of investors. Indeed, city 
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authorities became so adept at using land conversion, development projects and boosterism to stimulate 
economic activity that the central government has used restrictive quotas on land conversion to prevent  
the economy from overheating, and promoted local government borrowing to stimulate the economy in 
the wake of the 2008 North Atlantic crisis. 

4.2 Its economic, social and environmental limits

Economic instabilities

The same tools that  city governments have deployed to stimulated economic growth can also create 
economic instability.  Short  term political  interests  in a booming real  estate  market,  city  boosting and 
speculative manipulation of housing markets have combined to turn booming housing markets into real 
estate bubbles. The economies of the coastal cities were threatened by the North Atlantic financial crisis,  
which reduced the demand for exports. However, China’s central government, which had been trying to 
cool  down urban real  estate market,  shifted policies in response to the crisis.  It  stimulated the local  
economy,  partly  by  encouraging  borrowing  by  local  governments,  and  more  land-based  urban 
development projects, while also increasing the supply of housing. Recent research points to the high and 
growing price to rent ratios and reliance on unrealistic expectations of  future prices to justify current 
ratios. It has been estimated, for example, that even modest declines in expected appreciation would 
result in price declines of over 40% in markets such as Beijing. and price bubbles are a serious risk .  
Given the comparatively strong equity position of Chinese home buyers one would not expect a crisis 
similar to the sub-prime crisis in the United States. On the other hand, the informal bankers could well be 
at risk should real estate prices fall, as could various other investors, including state owned developers 
and local governments. The big Chinese banks are also in a difficult position, having been encouraged to 
lend heavily in the wake of the North Atlantic crisis. The economic importance of real estate in China is 
striking. Real estate investment accounts for about 20 per cent of total investment and 9 per cent of  
GDP . Particularly since the North Atlantic crisis, China has relied on investment rather than exports to  
drive demand. As already noted, land sales also accounts for a large share of local government revenue. 

Social inequalities

China’s inequality has increased in part due to liberalisation and economic growth, and in part because of  
the particular urban-based models of economic growth that have emerged. A large part of the growing 
inequality since the early 1980s has been between rural and urban areas, and between inland and the 
coast areas . It would be a mistake however, to blame urbanization per se for this inequality, or to take  
measures to curb the rural-urban migration that feeds urbanization. Indeed, the inequalities are amplified 
by  the  hukou-based  restrictions  that  make  it  difficult  for  migrants  to  secure  the  benefits  of  urban 
development.  If  Chinese  cities  were  to  become more  inclusive,  this  would  be  likely  to  both  reduce 
inequality and increase urbanization. It  may also be the case that China’s urban-centric development 
means  that  rural  investment  opportunities  are  being  missed  in  favour  of  less  economic  urban 
investments. However, the impact on urbanization of removing such a bias could go either way – many 
rural investments end up encouraging outmigration. 

Numerous studies have documented China’s changes in inequality in recent decades . The overall picture 
is  one of declining inequalities in the early reform period,  when the emphasis  was on rural  reforms, 
followed by  increasing  inequalities,  at  least  until  recent  years  .  China has  made major  inroads  into  
poverty, but inequality has increased hugely since the urban-based model of economic growth began in  
the early 1980s, even according to the more favourable accounts . As described in the main body of this  
article, many elements of China’s approach to urbanization have served to amplify market inequalities: 
giving the policy advantage to the most advantageously located, coastal cities; measuring success in 
terms of the level of production regardless of its distribution; privileging long term urban residents in terms 
of social services. These, along with China’s approach to urban land conversion, favour those already 
likely to benefit from markets.  
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While the rural-urban and coastal-inland inequalities are the most striking, intra-urban inequality is also 
growing.  Within  urban  areas,  inequality  is  fostered  by  close  relations  between  city  authorities  and 
developers, which favour policies that support the economic interests of developers over those of local 
residents. Also, treating a large share of workers as temporary residents favours the economic interests of 
“permanent” urban dwellers over the “migrants”. City branding that aspires to global city status through 
terms of symbols of affluence, can seem to legitimate the resulting inequalities. 

Environmental burdens

As with inequality, many of China’s environmental burdens have increased along with urbanization and 
industrialization,  though  not  as  the  result  of  urbanization  per  se.  Cities  concentrate  environmentally  
damaging enterprises. China’s most serious environmental problems are located in and around its cities, 
including those related to air pollution , land use and soil pollution , the loss of ecological services  and 
the degradation of water resources . China’s cities are also an important and growing source of global  
environmental burdens, such as those associated with emissions of greenhouse gases . However, a shift 
in population and economic activities from rural to urban could well result in still greater environmental  
burdens. 

Even the expansion of urban land use is only partially the result of urbanization (i.e. the shift in population 
from dispersed rural settlement to higher density urban settlement), and is also due to urban sprawl (i.e.  
the shift from high to lower density urban settlement). Seto and colleagues , for example, estimate a rate 
of urban land expansion in the early 2000s of over 7%. By way of contrast, the United Nations Population 
Division  estimates that the average rate of change in the percentage of China’s population that was 
urban was 3.4% between 2000 and 2005, and fell to 2.9% between 2005 and 2010. This would suggest  
that  less  than half  of  the expansion of  urban land was due to urbanization per  se,  with almost half 
accounted for by declining urban densities (along with a small share accounted for by China’s overall  
population  growth  of  slightly  less  that  0.6%).  Moreover,  urbanization  reduces  rural  populations,  and 
decreases rural construction, while urban sprawl leads to an unambiguous expansion of built-over land. 

Historically,  urban  economic  growth in  many parts  of  the  world  has  been associated  with  an urban 
environmental  transition,  wherein  household  environmental  burdens  (e.g.  unsafe  drinking  water  and 
sanitation) decline monotonically with increasing per capita income, city-level environmental burdens (e.g. 
ambient air quality) display contradictory tendencies and often take the form of an inverted U, and global  
environmental burdens (e.g. carbon emissions) increase monotonically . At every income level, however, 
policies and concerted actions help determine the severity of the prevailing urban environmental burdens. 

In this, urban locations have a number of advantages. The cost of piping water to and removing waste 
from households is less than in dispersed settlements. In cities, the incentives to reduce ambient pollution 
are greater, and the costs of monitoring are lower (with China’s Township and Village Enterprises, when 
industrial activities are dispersed across the rural landscape, the environmental burdens are also high).  
Dense settlement can be used to save on transportation,  and reduce the amount of  built  over land.  
Moreover, rural-urban migration can reduce pressure on rural resources and ecosystems, and while there 
are legitimate concerns about China’s environmental migration programmes with their bureaucratically  
imposed targets for migration out of “ecologically fragile” zones , barriers that prevent such migrants from 
gaining a secure foothold in the city are likely to be environmentally as well as socially damaging. As long 
as, urban development is guided by environmental as well as economic and social goals, urbanization 
can  help  to  reduce  the  negative  environmental  consequences  of  economic  growth,  and  amplify  its 
environmental benefits.
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A recent review of the sustainability of China’s major cities concluded, however, that while they are going  
through urban environmental transitions, social and environmental concerns have been marginalized in 
the pursuit of economic growth . This is hardly surprising, given the urban-based development model 
described above. One would expect increments in economic production (reflected in economic growth 
statistics)  to  be favoured even in  cases  where  resulting  environmental  losses  are of  comparable  or 
greater value. The system of land conversion has been economically transformative in bringing together  
profit maximising enterprises, GDP maximizing bureaucratic entrepreneurs, and migrant workers willing to 
work for low wages. The combination of market signals and economic incentives for planners has served 
economic growth well. However, securing the potential environmental benefits of urbanization will require 
bringing environmental considerations to bear on this growth oriented development model, and not simply 
adding in environmental projects and policies. This is bound to be difficult, particularly if advocates of  
prioritizing  profit  maximizing  economic  growth  can  raise  concerns  that  addressing  social  and 
environmental problems will increase the instabilities described above. 

4.3 The  limits  to  urban  experimentation  as  a  means  of  addressing  social  inequities  and 
environmental burdens

The sort of locally-driven experimentation that has been so successful in driving economic growth cannot 
simply  be applied inequality  and growth-related environmental  burdens.  A recent review of economic 
inequality in China argued that  “China should continue to conduct its own experiments in governance 
reform, especially in light of the finding that provincial level decentralization has contributed to growing 
regional inequalities” . A similar argument could be made in relation to environmental governance, and 
experimentation with more “ecological” cities. In both cases, a growing share of the burdens of the narrow 
growth model fall well beyond the territory of the cities concerned. Effective governance reform would 
need to ensure that cities respond more to the interests of people who are not citizens of the city.  

In terms of emerging inequalities, city inhabitants and their authorities have no locally-based incentive to 
experiment with measures to help improve economic conditions in distant regions. Even the interests of a 
large share of a city’s worst paid workers are politically distant, in the sense that they are registered as 
permanent inhabitants of distant elsewhere. Cities in China have already shown themselves willing to 
experiment with the extension of resident rights to rural migrants from the vicinity, but not from areas 
outside the city’s administrative responsibility. 

Much the same applies to environmental burdens. Locally-driven governance reform may help cities 
respond to environmental burdens that fall on local inhabitants, but is unlikely to create the basis for 
tackling burdens that fall on distant communities or future generations. In terms of the urban 
environmental transition, the growing set of global environmental burdens have no local constituency, and 
the remaining household environmental health burdens have a relatively weak constituency. 

Urbanization will  remain central  to China’s development in the coming decades, and reforming urban 
governance is likely to be critical if China is to meet its growing environmental and social challenges. This 
will require a better understanding of markets, not just their unleashing, and a better understanding of  
democratic processes, not just the extension of electoral politics. The economic instabilities characteristic  
of the current model will also need to be addressed, not least because the fear of instability is likely to 
interfere  with  measures  to  address  social  inequalities  and  environmental  burdens.  Perhaps  most 
important,  the very real  successes of  the existing urban-centred development  model  will  need to  be 
enhanced and extended, and not reversed. The era where rural areas provide cheap labour and cheap 
land to fuel economic growth may be over, but this just makes the challenge of getting the best out of 
urbanization all the greater.
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