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Dear Peter,

In his classic workon the development ofAmerican civilization, The .Age of
Reform: From Bryan ..to.. F.D.R. Richard Hofstadter, a famous historian, had the
following opening remark, "The United States was born in the country and has moved
to the city."1 The history ofthe United States, in a way, is a history ofurbanization.
The level ofurbanization in the U.S. (the percentage ofurban population in the total
population ofthe country) increased greatly over the past two centuries from 5.1%
in 1790 to 77.7% in 1990.2 By 1970, the United States already had 4,653 cities-
there were 6.9 cities per 10,000 square kin.

Urbanization is a process ofeconomic change. It is usually defined as a
transformation from rural residents to urban residents. As people move their
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residences from rural .to urban areas, they also change their occupations from the
traditional agricultural sector (the first sector) to the modern industrial and service
sectors (the second and the tertiary sectors).

America has experienced two broad movements in the urbanization process in
its more recent history= the shift ofemphasis from metropolis to small and medium-
sized cities, from the east coast and mid-west to the west coast and the south. One
certnly could find problems and draw lessons from the landscape changes in the
United States over the past two centuries. But in general, prior to World War Two
the urbanization ofthe U.S. paralleled and contributed to the American industrial
revolution. In the post-war era, American urbanization has corresponded to the
structural transformation ofthe U.S. economy and led to the rapid development of
the tertiary sector.

China’s Urba__nization:AReview

China’s urbanization, by contrast, has had a slow pace and a far more
troubling experience. In the end of 1989, China had altogether 467 cities- there were
0.49 cities.per 10,000 square km.3 The percentage ofthe urban population in the
total population ofthe country was 28.5%, which was about the average level of
urbanization in the world in 1950 (28.7%), and was much lower than 52%, the world’s
average level in 1990.

There are many reasons for the slow pace of China’s urbanization.
Historically, China had an agrarian economy. As the most populous country in the
world, to maintain agrictfltural sufficiency has always been the most ’tmportant
concern among the Chinese people. During the Mao era, the PRC government had a
negative attitude towards urbanization ofthe country and sent city dwellers to rural
areas in the name ofreducing the economic gap between urban and rural areas.

As a Chinese scholar noted, the Maoist government had three
misconceptions.4 First, in the view ofthe government, urban development would be
antagonistic to rural development. The authorities therefore tried to constrain the
former in order to ensure the latter. Second, the government conceived that
industrialization and urbanization were exactly the same thing. The authorities only
paid attention to industrial development, but ignored the development ofurban
infrastructure and the service sector. As a result, China’s urbanization lagged behind
the process ofindustrialization ofthe country. The stagnancy ofurbanization, in
return, also restrict industrial development. And third, the government failed to
understand that urbanization is not only the result ofeconomic growth, but can also
be the cause ofeconomic growth.

According to Gu Shengzu, a well-known scholar from the Institute of
Demography atWuhan University, China’s level ofurbanization actually declined in
the 1960s. The household registration system, which was adopted by the Chinese
government in 1958, restricted the flow ofpopulation from rural villages to urban
towns and cities. The total number ofpeople who lived in towns, for example,
decreased from 46 million in 1959 to 41 million in 1963. The town population in 1971
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was lower than that of 1959.5

During the Cultural Revolution, 1.7 million urban high school graduates were
sent to the countryside, further reducing the urban population.6 Many urban
factories moved to rural areas. Doctors, engineers, teachers, and many others were
sent to the countryside, either permanently or temporarily. The percentage ofthe
urban population in the total population ofthecountry decreased from 18;4% in 1960
to 17.9% in 1978.7

China’s economic reform, which started in 1978, has reversed the direction of
internal migration. The country has entered the era in which urbanization grows the
fastest it ever has.in Chinese history. Table I shows the rapid increase ofChinese
cities and towns from 1978 to 1992. In the past two years, 106 new cities have
come into existence in the country. The total number ofChinese cities is now 620,
three times the number ofcities registered in 1978.8

The number oftowns has increased even faster. In Wenzhou, Zhejiang
province, for example, the number oftowns increased from 33 in 1984 to 120 in 1992.
About 2.4 million people have left rural villages and settled down in these towns, Over
40% ofrural laborers changed their occupations from peasants to workers in the
industrial or the tertiary sectors.9 In the entire country, the percentage ofthe urban
population in the total population increased from 17.9% in 1978 to 28.5% in 1990. It
is estimated that the figure will reach 35.7% by the year of2000- double in about
two decades.o

Table 1
The Urban Development of China during the Reform Era (1978-1992) (Number)

1978 1992 Increase Rate

Prefecture-level cities (dishi 91 191 92.9%

County-level. cities (xianjishi.) 99 323 2.5 times

Towns in which township administrations
2176 14500 6.6 times

SOurce:-Sha.ngcankao (Mr’seerene), N. 6, 19941 p: 2,

Six factors have contributed to the rapid development ofChina’s urbanization.
They are: 1) economic growth ofthe co.untry, 2) the rapid development ofrural and
local industries, 3) the mobility ofsurplus rural laborers and more flexible government
policy towards internal migration, 4) large State construction projects in cities, 5) the
increase offoreign investment, and 6) the growth ofsatellite cities ofmetropolises.11
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UrbanizationinSunan

One ofthe fastest growing regions in China’s urbanization is Sunan (southern
Jiangsu), the vast area under thejurisdiction ofthree prefecture-level cities: Wuxi,
Suzhou, and Chhou. As the previous two parts ofthe series on Sunan showed,
the rural industrial revolution has brought about a fascinating economic boom to this
region- the so-called "the Golden Delta. The vast rural area ofthe Sunan region
has rapidly industrialized. At present agriculture accounts for only8% ofthe total
industrial and agricultural outputvalue in Sunan, and industry accounts for 92%. 2

This rural industrial revolution has significantly changed the labor structure of
the region. Table 2 shows that the percentage ofnon-agricultural employment in the
rural area ofJiangsu province in 1989 was 39.1%, ranked No. 4 in all provinces and
municipalities directly under the central government- after only Shanghai, Beijing
and Tianjin. Jiangsu’s annual increase ofnon-agricultural laborers from 1978 to 1989
was 13.2%, ranked No. 3, air only Zhejiang and Guangdong. According to another
study, by 1990, the percentage ofnon-agricultural laborers in the rural area ofSunan
had already reached 76%.3

Table 2
The Percentage ofNon-Agricultural Employment in Rural Areas and its Annual
Increase

1978 1989
% Rank % Rank

Annual Increase

Whole country 10.3 20.8 6.6
Shanghai 23.9 3 69.5 1 10.2
Beijing 25.3 2 55.4 2 7.4
Tianjin 29.9 1 48.0 3 4.4
Jiangsu 10.0 9 39.1 4 13.2
Zhejiang 4.6 22 34.9 5 20.2
Guangdong 6.3 18 30.9 6 15.6

Source: Nankai:iji:vaniiu (Nanjai economic research), No. 1, 1994, p. 28.

The rural industrial revolution has led to the urbanization ofthe region. A
mayor ofa Sunan city whom I interviewed used three terms to characterize the
change ofthe development strategy ofthe Sunan region.

"In the 1970s we emphasized Tarm land development’ (_)and in the
1980s we placed our priority on ’factory development’ (f")," the mayor told me.
Now in the 1990s we have made great advances in ’city development’ (I_)-"
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Both the local governments and entrepreneurs in Sunan have indeed invested
a large amount ofmoney in the urban development ofthe region. In Wuxian county,
for example, the annual investment on city infrastructure increased from 50 million
yuan in the late 1980s to 95 million in 1991 and 250 million in 1992.14 Newly-born
booming cities and towns have mushroomed in Sunan’s vast area.

The most impressive newborn city in Sunan is undoubtedly Zhangjiagang
(’’ pronounced chang-jia-gong). During the past halfyear, I visited
Zhangiiagang three times. Each time I went with a group offriends who had never
been to the city before- the first was a group :ofbusiness people from the United
States, the second a group ofsocial scientists from England, andthe third my former
schoolmates from Shanghai. Each time myfriends told me that they were truly
impressed by this emerging modern city.

"Ifthere is any city that can make China proud ofits urban development, a
British sinologist commented. Zhangiiagang should be the one.

Zhang]iagang, a newborn modern city in Sunan. Most urban areas of
Zhangjiagang werefarm land or covered with reeds.just afew years ago. "Rome
was not built in a day, but Zhang]iagang has been, a residem in Zhangfiagang used
this Western saying to describe the rapid rise ofZhangjiagang city.



CL-19 6

Chinese citiesare
presently notoriousfor the
lack ofgreen-few trees
and little grass. In
addition, most Chinese
cities have narrow streets,
which have made traffic
jams afamiliar scenefor
urban dwellers. But these
two street scenes of
Zhang]iagang show that
this city is exceptional.
Treesandgrass areplanted
everywhere in the city.
Zhang]iagang has many
newly-built streets, which
are usually over 50 meters
wide.
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At present, Chinese cities are generally notorious for the lack ofgreen- few
trees and little grass. With a few exceptions such as China’s capital Beijing and the
former capital Nanjing, most Chinese cities have narrow streets, which have made
trafficjams a familiar scene for urban dwellers.

But whatwe saw in Zhangjiagang was an unusual urban scene in China: trees
and grass are planted everywhere in the city. Smoking is prohibited in public places
and streets in the city. We were not surprised when we were told that Zhangjiagang
city won the title ofational Sanitational City in both 1993 and 1994.

Zhangjiagang county covers an area of999 sq kilometers, including 221 sq
kilometers ofwater area and 778 sq kilometers ofland area. A local official told
journalists that the city has recently built 19 new boulevards, planted 850,000 trees
and 1,2 million square-metre green areas.15 These newly-built streets are usually
over 50 meters wide. Highway Zhangyang and HighwayYanjiang, two roads that
lead directly to the downtown area ofZhangjiagang, are ech over 100 meters wide.
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Zhangjiagang,
locatedon the southern
bank ofthe lower reaches
ofthe Yangtze River, is
the only inlandriver Free
Trade Zoneamong all the
duty-free zones approved
by the Chinese central
government sofar.
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The rapid economic growth is easily observed on streets ofZhangjiagang.
Joint venture factories, fancy commercial centers, and elegant office and apartment
buildings stand on both sides ofspacious boulevards. On commercial streets small
businesses are flourishing. Entertainment clubs, restaurants, and karaoke bars are
filled with well-dressed entrepreneurs usingcellular phones.

"Rome was not Built ina Day, butZhangjiagang has been.

All these developments, however, were achieved during the past few years.
Most urban areas ofZhangiagang were farm land or covered with reedsjust a few
years ago. Zhangjiagang was not even on the city map ofChina in the mid-1980s,
because it was then a county. Called Shazhou County, it was a backward county in
Sunan. Even in the early 1970s, a majority ofthe peasants in the county were
almost as poor as peasants in Subei (northern Jiangsu). The site in which downtown
Zhangiiagang is now located was a small town called Yangshe -one ofthousands of
towns in the country.

Zhangjiagang didn’t have the status ofa county-level city until the end of 1986.
Only in 1992 did the State Council give its approval to the establishment ofthe
Zhangjiagang Free Trade Zone. Most ofZhangiiagang’s urban construction projects
took place within the past two years.

"Rome was not built in a day, but Zhangiiagang has been, a civil engineer
whom I met in Zhangjiagang said to me. He used this Western saying to describe the
rapid rise ofZhangjiagang. The engineer originallyworked in Shanghaibut has now
settled in Zhangjiagang where he has been involved in a number ofconstruction
projects.

Zhangjiagang surelybenefits from an ideal location. The city is on the southern
bank ofthe fertile lower reaches ofthe Yangtze River, with Shanghai on its east,
Suzhou on -its south, Wuxi and Changzhou on its west and Nantong on the other side
ofthe Yangtze River. With 26 industrial satellite towns under its jurisdiction,
Zhangjiagang County has a total urban and rural population of840,000. Among
them, about 200,000 live in Zhangjiagang City.

Zhangiiagang City is named air its nice international open port-
Zhangjiagang Port, which is situated northwest ofthe city. The port possesses a
favorable geographical site and it never silts up and freezes over. Cargos vessels can
be steered close to shore because of its deep water. Ships less than 100,000-ton can
anchor directly to the wharfs. The port has already opened 11 international routes
and six containerized international shipping lines. It has 22 scheduled voyages every
month. The port has a freight transport business with over 100 international ports in
more than 140 countries.16 In 1993, the annual handling capacity ofthe port
reached 15 million tons. Zhangiiagang port handles about 46% ofthe goods
transported overseas in the whole Jiangsu province.17
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Zhangjiagangporthas opened 11 international routes andsix container
international shipping lines. Theport has afreight transport business with over
1O0 imernationalports ofmore than 140 countries. Zhangjiagangport handles
about 46% ofthe goods transported overseas in the whole Jiangsu province. It
hasplayedan important role in the economic boom ofSunan.

In 1992, Zhangjiagang was ranked 7th among the economically strongest 100
counties in the country. In 1993, its position in these super counties rose to 4th. In
1993, the city’s total industrial and agricultural output value reached 36 billion yuan,
higher than that ofsome inland provinces in China. At present, nine major branches
ofindustry have been set up in the city. They are: metallurgy, electronic
components, construction materials, light industry, textiles, chemicals and medicines,
wool weaving, knitwear, and arts and crafts.

In terms ofattracting foreign investment and promoting foreign trade,
Zhangjiagang was ranked first in Jiangsu province in 1993 when its foreign trade
export purchasing value reached 72 billion yuan. At present, foreign funds pledged to
contracts total Over 10 billion US$.

The city not only has over 1,000joint ventures (including 379 foreign
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manufacturing enterprises and about 700 foreign-investment enterprises), but also
has established 80 enterprises abroad (set up by enterprises here in Zhangiiagang).
Export products total more than 360 items, sold to 80 countries in the world. 18 All
47 province-level major corporations are export-oriented enterprises. Qin Zhenhua,
Party Secretary ofZhangjiagang, recently told Chinesejournalists that all new
production in the city should target foreign markets.19

TheInternationalTrade
Center in Zhang]iagang. The
city was ranked thefirst in
Jiangsuprovince in 1993 in
terms ofattractingforeign
investment andpromoting
foreign trade. By now,
foreigfundpledged to
contracts are over,]O billion
us$.

The living standard ofthe people ofZhangjiagang, especially those who were
formerly peasants, greatly improved. In 1991, the average income ofpeople in the
rural area was 2,140 yuan, 24 times the average income in 1962. Over 70% of
peasants have moved into new two- or three-story houses since 1978. The average
housing space per person was 47 square meters.20

From 1980 to 1991, Zhangjiagang had an average annual GNP growth of
19.6%. The total industrial and agricultural output value increased 24.1% annually
on average. In 1992, Zhangiiagang county’s GNP increased 87% over the previous
year.21
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A group ofstudents in a high school ofZhangjiagang. They are all children
offormerpeasants. Theyare amazedat the dramatic changes takingplace in the
area and they know that they will have a completely different lifefrom that of
theirparents. They inherit some characteristics oftheirpeasantparents such as
honesty anddiligence, but they are more confident about theirfuture. Some of
them will enter the Shazhou Institute ofEngineering in Zhangjiagang- thefirst
county-run college in the country.

"China has had the fastest growing GNP in the world in the past few years. In
China, Zhangjiagang has the fastest growing GNP," an official in the municipal
government ofZhangjiagang said to me. "I dare to say that no other county, in China
or elsewhere, has achieved as high a rate ofGNP growth as Zhangiiagang has."

"I believe you," I replied. "How could one surpass an 87% ofGNP rise in GNP
in one year?"

When I told a friend ofmine in the United States about the GNP growth rate in
Zhangiiagang, she commented, "We in the United States would be thrilled ifour GNP
achieved only one-tenth ofZhangiiagang’s growth rate."

Whathas to ZhanKiiagang’s Economic Boom?

How could Zhangjiagang achieved all this and transform itselffrom a small
town and a "fishermen’s wharf’ to a modern port city in China in such a short time?

Geographical location, especially the port, certainlyhas helped. During our
visits in Zhangiiagang, many people there told us the same story about how the
mayor and party secretary ofthe city went to Beijing to campaign for the status of
Free Trade Zone they brought manyyoung girls to Beijing with them and gave these
girls to officials ofthe central goverrmaent as maids or housekeepers. These officials
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The headquarters ofthe municipalgovernment ofZhangfiagang. The local
government hasplayedan important role in the economic boom ofthe city.

didn’t even need to pay the wages ofthese girls because the municipal government of
Zhangiiagang took care ofit. All the officials in Beijing needed to do was simplygive
approval for the establishment ofthe Zhangjiagang Free Trade Zone.

In the U.S. nominees for the cabinet or other top government posts are in big
trouble ifthey only once fail to pay taxes for the maids working in their houses," an
American businessman asked a local official who told us the story. "Do the Chinese
leaders feel awkward about failing to pay the wages to their maids?"

"Awkwd?" the local official said. "No one felt awkward. Every one got what
they wanted the leaders ofthe central government got maids for free, the maids
found the connections in Beijing, and Zhangiiagang Citygot approval. Whyfeel
awkward ifwe could get things done? We local officials should workveryhard to win
favorable policies from bigmen in Beijin_g."

"You greased the wheel to make it run," the American businessman used an
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Englishexpression.

"By the way, the local official, continued, ifyour American company decides
to invest in Zhangjiagang, we can export a lot ofmaids to serve your CEOs and
trustees. How about it?

The American businessman laughed. Is this Chinese gentleman serious? he
askedme in English.

"rm not sure, I replied. But the story that Zhangiagang officials sent maids
to their bosses in Beijing is well-known in Sunan."

"The Zhangjiagang officials shouldbe praised for their’local initiative’ and their
creativity in establishing a Yeciprocal relationship’ with the central government," the
American businessman said.

"I agree," i said.

It maybe an ethical issue tojudge the "maids diplomacf’ (baomu waijiao
)pursued by the local leaders ofZhangjiagang, but the establishment of
the Free Trade Zone (baoshuiqu .) has directly contributed to the economic
boom in the city. Zhangjiagang Free Trade Zone is the only inland river Free Trade
Zone among all the duty free zones approved by the Chinese central government so
far.

The special policies carried out in Zhangiagang, according to local officials, are
even more flexible and favorable than thOse exercised in any other existing special
zones or economic development zones. The Zhangjiagang Free Trade Zone has
attracted many domestic and foreign enterprises and agents which are engaged in
international trade, export oriented storage, transportation packaging, entrepot and
transit trade, and export processing.22

Therapid
economic growth is
easily observed on
the city’s streets.
Every corner holdsa
new construction site
andjointventures
abound in the city
factories. In 1992,
ang]iagang
county’s GNP had
increased87% over
theprevious year.
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"Geographical location, local leadership, and favorable policy in the free trade
zone are all relevant to the rapid development there," Lin Jiangong, a professor at
Suzhou University said. "But the most important factor behind the economic boom
ofthe city is the role oftownship and village enterprises (TVEs). TVEs are the
driving force ofthe rise ofZhangjiagang."

Professor Lin’s interpretation is well-supported by the statistics. In 1988, for
example, the total industrial and agricultural output value ofthe city was .7.2 billion
yuan, ofwhich the output ofTVEs accounted for 5.5 billion yuan (76.7% ofthe total).
In 1991, the total industrial and agricultural output value reached 12.2 billion yuan,
an increase of 18 times that of 1978 and 89 times that of 1962. The percentage of
TVEs in the total output value ofZhanjiagang was as high as 81.8% in 1991 and
87% in 1992.23 Among China’s top 500 TVEs in 1994, Zhangiagang has 47.24

Township and
villageenterprisesare
the drivingforce of
the rise ofZhang-
jiagang. The
percemage ofTVEs
in the total output
value ofZhang-
jiagang was as high
as 81.8% in 1991 and
87% in 1992.23
Among China’s top
500 TVEs in 1994,
Zhangjiagang has 47.
The modernfactory
in thepicture is one
ofthese 47 TVEs.

Foreign investment has certainly played an impotrole in the rapid
economic growth and urban development there, but the main source ofcapital thus
far has come from Zhangjiagang itself- from the funds accumulated byTVEs in
previous years. The rate ofaccumulation in Zhangiiagang was 68% in 1991, 14%
higher than that ofSuzhou and double that ofthe,total COtlntry.25

Zhangjiagang as a Modelfor Chlna’s Urban Development

What sets Zhangiiagang apart from most other counties in which TVEs have
developed rapidly is that Zhantiagang is more willing to invest moneyin
infrastructxtm and urban development.



CL-19 15

"Although TVEs in Zhangiiagang achieved a high growth rate in the 1980s," a
top official in Zhangiiagangwho didnot want to be identified said, wehad four major
problems by the end ofthe 1980s. First, TVEs were scattered here and there in
villages and towns. They overlapped with each other in terms oftheir products.
Second, Zhangiiagang lacked natural resources, most raw materials came from other
regions. Third, transportation andinfrastructure laggedfar behind the economic
growth ofthe region. The main means oftransportation in Zhangiiagang had been
water, which accounted for 80%, while road transportation accounted for only 20%.
We haven’t built a railway yet (the railwaybetween Zhangiiagang and Wuxi is now
under construction). And finally, like all other counties in Sunan, we had a shortage of
capital as we planned to further our economic development. We desperately needed
more foreign capital.

The localgovernmentofZhang]iagang haspaidgreatdealofattention to city
planning andinfrastructure development. Zhangjiagang serves as a role model
for the urban developmem ofsmall and medium-sized cities in China.
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"We realized that the key to solve all these problems," the official continued,
"was to accelerate urbanization and invest more in transportation. By doing so, we
could attract TVEs to the city and would have a better environment for foreign
investors."

"IfTVEs have moved to cities, do you still call them township and village
enterprises?" I asked.

"No, the official answered, the TVE was a product ofthe Chinese rural
industrial revolution. This revolution has two tasks: to industrialize part ofChina’s
vast rural area and to achieve rapid urban development. The rural industrial
revolution may not achieve these two tasks simultaneousl but urbanization should
closelyfollow industrialization.

"Do you mean that the TVEs will hflfill their historical task and transform into
urban enterprises?" I asked.

"Yes, people in TVEs use the expression "leave the farm land but remain in
rural villages; enter factories but not cities"(:J:,_)")to
characterize the change in their occupation but the continuation oftheir rural
identity. This phenomenon will no longer continue. They either remain in rural areas
as peasants or go to cities or towns as non-agricultural workers."

"Will China have a shortage ofgrain ifmillions ofpeasants leave the farm land
and most ofthe country urbanizes?" I wanted him to reply to this "big question."

A shortage ofgrain in a country is often caused by many factors such as
domestic politics and international economic environment," the official commented.
In the Mao era, especially during the early 1960s, millions ofChinese died of
starvation. But over 85 percent ofChina’s population then lived in rural areas.
China will remain a poor third world country forever ifChina does not transform itself
from an agrarian economy to an industrialized nation.

We officials in Zhangjiagang were criticized bymany people elsewhere,
including you people in Shanghai, for "pulling too manypeasants into urban areas’ and
’abusing rural land for urban construction, the official continued. "They forgot that
China has over 200 million surplus rural laborers. Zhangjiagang has actually
absorbed a great number ofmigrants from other regions.

The official was quite right. In some economically advanced market towns in
Zhangjiagang as well as in other counties in Sunan, the number ofnon-local laborers
has even surpassed local residents.26

People in Shanghai criticized us for building too manyroads too manywide
roads," the official explained.

Iconfirmed that I have also read this accusation in ajournal published in
Shanghai and found the author’s view narrow-minded.

"These narrow-minded people seemed too familiar with the narrow streets in
Shanghai to understand in the long runthere will be a great need to build broad
roads," the official added.

"The most impo.rtant thing, that Zhangjiagang has contributed to Sunan and to
the entire nation," the official said," is neither it 87% oftle GNP growth rate, nor
export-oriented economy, but its role model for China’s urban development. This does
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not mean that the urban development here is perfect, but Zhangjiagang serves as a
model for other small and medium sized cities in the country. Do you understand
what I mean?"

I didundedwhat the official tried to say. The role model ofurban
development is indeed very important to China. Since 1978, the Chinese government
has adopted a strategy for urban development which has three parts: "To strictly
control the growth ofmetropolitan cities; to rationally develop medium-sized cities;
and to vigorously promote small-sized cities.

But this strategy has been ineffective because small-sized cities have lacked
capital to develop while millions ofjobless peasants have rushed into mjor cities.
Post-Mao China has therefore confronted two seemingly contradictory major
problems in its urban development, One is the lag ofurbanization in contrast to the

 oun y the o er
deterioration ofthe urban environment ofChina’s metropolises, or what some

syn ome"

The Lag ofUrbanization Since the economic reform started in 1978, China
has restructured its economic sectors and promoted the development ofthe industrial
sector. As Part II ofthis series has shown, the most salient feature of China’s
industrialization in the reform era is the rural industrial revolution. Like many
populous agricultural countries, China has long been beset by its surplus rural
laborers. It is estimat that China has over 200 million surplus rural laborers.27
Urban industries’ ability to absorb surplus rural laborers, however, is limited.

Under these circumstances, China has chosen the road ofdevelopment which
 mph s  es Tho
and village enterprises over the past decade has reflected this development. TVEs
have absorbed millions ofsurplus rural laborers and contributed to the growth ofthe
Chinese economy.28 This road ofdevelopment oimed to avoid the "massive exodus,"
which occurred in countries like Mexico, where not onlydid millions ofjobless peasants
leave the country, they also rushed to metropolitan cities in their own countries.
Approximatelyone-fourth ofthe population in Mexico, for example, lives in Mexico
City alone.

Yet, the Chinese way ofdevelopment has its own cost and problems. An
overwhelming majority ofrural enterprises are scattered here and there in the
countryside irrationally. As shown in the previous part ofthis series, the total 21
million TVEs in the countryduring 1992, only 1% ofthem were in the towns where
county governments were located (xiancheng.), 7% Were in towns, and an
overwhelmingly majority ofTVEs (92%) were scattered in the countryside.29
Although the development ofrural enterprises has contributed to the formation of
townships, these towns are usually too small to support urban functions. According
to a study oftowns on the coast of China: towns in which county governments are
located have 26,000 people on average, towns in which township administrations are
located (jianzhizhen:J) have 2600 people on average, market towns (jizhen
j)have only aas residents on average.O
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The dispersion oftownship and village enterprises in China’s vast rural area
has not onlymade the infrastructure (e. g. water and electric supply, transportation
and road construction, and disposal ofwaste) there less efficient, but also made the
formation ofcities more difficult. Consequently, urbanizationhas laggedbehind the
process ofindustrialization ofthe country. According to a recent study, the ratio
between non-agriculturalization and m-banization in China in 1990 was 1.52. This
means that 52% ofnon-agriculturalization took place outside cities and towns in the
cottlltry.31

The lag ofurbanization has led to a more serious consequence- the stagnancy
ofthe tertiary sector ofthe Chinese economy. Characteristically, the development of
the tertiary sector takes place in urban areas, or more precisely, it relies on the
density ofthe population in cities. Businesses such as commerce, information,
advertisement, telecommunication, entertainment, hotels and restaurants usually
develop most quickly in urban areas. The dispersion ofrural industrial enterprises
has generally failed to stimulate the growth ofthe tertiary sector. Therefore, the
tertiary sector, which can potentially absorb millions ofsurplus rural laborers, is not
well developed in China. In 1991, the percentage ofthe population that worked in the
tertiary sector in China’s total population was 18.6% while the figure ofadvanced
industrialized countries was about 60%.32

China’s "City Syndrome" The second major problem in the urban
development during the post-Mao era was the deterioration ofthe urban environment
ofChina’s metropolises as a result ofboth the natural, growth ofthe population in
cities and the internal migration ofthe country. Housing, transportation, and other
infrastructure facilities such as water and electricity supply in China’s major cities
cannot meet the basic needs ofthe increasing number ofurban dwellers.

The density ofpopulation in Shanghai during the 1980s, for example, was
19,900 per square km (p.s.l), which was much higher than the figures ofmany other
overcrowded cities in the world such as Tokyo (5,400 p.s.k.) and New Delhi (4,000
p.s.l) duringthe same period.33 According to an official report, 899,900 fa_milies in
Shanghai have insufficient housing (meaning below 4 square meters per person), and
amongthem 68,800 families simply don’t have room for living.34 But the
government’s priority during the past decade has been to construct office buildings,
fancy hotels, and expensive villas for foreign and domestic business people, rather
than to help the families with housing problems.

An official from the Ministry ofUrban and Rural Construction recently told
Chinesejournalists, the conditions ofabout 8 million households in China’s
metropolises shouldbe improved immediately. Appromately 33 million square
meters ofdangerous dwellings should be tore down, and nearly 500 million square
meters ofdecrepit housing should be renovated.35

The inadequacy ofurban transportation is another serious symptom ofChina’s
"city syndrome." In Shanghai, the number ofbus passengers reached 4.6 billion
annually in the 1980s, 18 times that of 1949, but the number ofbuses increased only
4 times and the road space increased only 2 times.36 In 1991, urban Shanghai had
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200,000 cars, but three years later, the number doubled.37 Most ofthese cars,
however, are often stuck along Shanghai’s narrow streets.

In China ’s
metropolitancity
Shanghai you sometimes
cannotfinda tinyplace to
"park"your bicycle on
the street. The city is
flooded with bicycles.
The municipal
governmenthas recently
enactedapolicy thatone
needs to surrender one’s
old. bicycle in order to
buy a new one.

A trafficjam in
Tianjin, one ofthe
largest cities in the
country. Patient
taxi drivers get out
oftheir taxis and
chatwith each
other.
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In Guangzhou, from 1978 to 1992, the GNP increased 7 times and the number
ofautomobiles increased 11 times, but urban road space increased only 2.4 times.38
Not surprisingly, the city transportation system in many major cities in China such
as Shanghai has been on the edge ofparalysis.

Meanwhile, the infrastructure in China’s major cities has lagged far behind the
rapid growth in the urban economy and population. It has been a common practice in
China’s metropolises that electric power shuts down by district in turns. Among
China’s 479 cities in 1991, over 300 cities had water shortages.39 The situation has
not improved, but actually deteriorated in recent years, as more city dwellers have
installed air conditioners and showers in their residences.

Almost all major cities in China are seriously polluted. According to a recent
report on the environmental evaluation ofworld metropolises, Beijing and Shenyang
are ranked among the seven most polluted cities on the globe. In Chongqing, one-third
ofresidents have respiratory problems. In a halfof China’s cities tap water is
polluted. Qu Geping, Chairman ofthe Environment Protection Committee under the
People’s Congress, said that China lost 11.5 billion U.S. dollars every year as a result
ofenvironmental pollution. That is about 3% ofChina’s GNP.40

Table 3 Distribution of Urban Population by City Size ( 1.991-1990)

CyPopan 1881 1985 1990
Number % Number % Number %

More:than 1,000’000 37 52.1 57 47.7 98 48’1
500,000-1,000,000 41 21.1 85 25.6 153 32.5
100,000-500,000 136 26.0 171 23.5 198 19.2
Less than 100,000 15 0.8 11 0.3 12 0.2

Source: Lin Yan, Shanghai nongchun chengshi hua yanjiu (Research on urbanization of Shanghai’s
rural areas), (Shanghai: Science and Technology Publishing House, 1993), p. 69.

Despite all these problems caused by overpoptflation, big cities have increased
at a higher rate than small and medium-sized cities have during the recent decade.
Table 3 shows that the percentage of cities with a population ofover 500,000
increased from 73.2% in 1981 to 80.6% in 1990 while that of cities with a population
ofbelow 500,000 decreased from 26.8% in 1981 to 19.4% in 1990. It seems that the
overpopulation in China’s big cities will become an increasingly serious problem in the
years to come.

Challenges ofUrbanizationand Chlna’s Choices

Both the excessive urbanization in Chinese metropolises and the lag of
urbanization in vast areas ofthe country suggest the great challenges that China
confronts at present. Meanwhile, these problems also contrast the success of small-
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and medium-sized cities and highlight the great importance ofZhangjiagang’s model
for China’s urban development.

One may argue that because of its port and other geographical advantages
Zhangiiagang is too unique to be a model. But one should also notice that
Zhangiiagang was a poor county in Sunan in the early 1980s and it didn’t have many
natural resources. Zhangiiagang can be a model for China’s urbanization for various
reasons- its urban size, its environment conducive for the development ofTVEs, its
efforts to avoid the dispersion ofTVEs in rural areas, its emphasis on infrastructure
and transportation in the city, its environmental and ecological concern, its rise from
a poor economic background, and its initiative in both getting favorable policies from
the central government and attracting foreign investment.

China is currently undergoing one ofthe largest quick urbanizations in human
history as over 200 million surplus rural laborers leave from rural areas. In Pudong
(the east part of Shanghai), for example, 150,000 peasants have become urban
dwellers within 12 years. A similar scale population change in the west part of
Shanghai took about 150 years.41

A street statue in
Zhangjiagang. The
growing bamboo
symbolizes the
continuedsuccesses
ofthe city.
Zhangjiaganghas
indeedachievedone
success afteranother
in the pastfew years
the rapidgrowth of

TVEs, sustainable
urban development,
andexport-oriented
economic
reconstruction.
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As happened in other countries including the United States, large-scale rapid
urbanization can be a painful experience for a country. In India and Mexico, for
example, many socio-economic problems are caused by the urbanization ofthese
countries, Three decades ago, the world had 19 cities that each had over 4 million
population, butnow the number was 135. By 2025, about 5.5 billion people will live in
cities. Eight-tenths ofthem, however, will be in developing countries.42 h China,
according to the government, the urban population is expected to hit 400 million by
the year of2000 and 500 milli’-on, by 2020.43

The crucial, question that China faces now is how to absorb its huge number of
surplus rural laborers. There are three major options. The first is to absorb them
into the major cities ofthe country. However, the population ofChina’s top 15 largest
cities is about 40 million. These cities clearly cannot absorb five times more people
into their already overcrowded urban areas.44

The second option is to encourage TVEs to create morejob opportunities within
rural areas. Actually, during the past 16 years, about 100 million rural workers have
alreadybeen absorbed by 21 million rural industrial firms all over the country. But
since the end ofthe 1980s, the number ofnew jobs created by township industries has
decreased. The development priority for township industries is to attract capital and to
upgrade technology rather than increase the labor force. More importantly, the
dispersion ofTVEs in China’s vast rural area has not only made the use ofresources and
infrastructure less efficient, but has also constrained the development ofthe tertiary
sector of the Chinese economy.

The third option is to set up and extend small- and medium-size cities and help
peasants pursue permanent residence there. In China there are 300 smaller cities like
Zhangjiagang (each with less than 200,000 people). These cities are located in all parts
ofthe country and: therefore can avoid transportation problems caused by the flow ofthe
population from one area to the other. These smaller Cities don’t have the heavy burdens
oflarge-size cities, and therefore the social cost ofhiring new laborers is relatively low. In
addition, local governments have a great incentive to develop urban infrastructure in
their own regions.

Zhangjiagang’s story is a successful one. However, it remains to be seen whether
Zhangiagang’s method ofttrban development can be duplicated in other parts ofthe
country. Ifnot, how will China respond to the serious challenges ofenvironmental
deterioration in both overcrowded major cities and in vast rural areas where TVEs have
scattered irrationally?

Sincerely,

No. 5, Lane 570
Chang Le Road
Shanghai, 200040, China
Fax No.: 86-21-2474947
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