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ABSTRACT 

 

 My dissertation is a comparative case study of the developmental trajectories of 

eight major cities within the People’s Republic of China during the post-economic reform 

period of 1978 to the present: 1) Hong Kong, 2) Guangzhou, 3) Shenzhen, 4) Shanghai, 

5) Beijing, 6) Tianjin, 7) Shenyang, and 8) Wuhan.  Theoretically, I situate this study 

within the existing research on globalization and cities, most notably work on global 

cities or world cities, as well as research considering the impact of globalization on the 

nation-state.  By documenting the economic and urban development of each city and 

analyzing data on various municipal-level indicators (e.g., population growth, foreign 

direct investment, political connectivity), I attempt to present the causal conditions 

explaining why some Chinese cities – Shanghai, Beijing, and Hong Kong – have 

developed into global cities, whereas other cities – Guangzhou, Shenzhen, and Tianjin – 

have adopted more secondary roles within the Chinese urban system.  In addition, I aim 

to account for why more peripheral cities – Shenyang and Wuhan – have not experienced 

a comparable level of urban and economic growth.  Particular consideration is given to 

how the development of each city during the post-reform period has been tied to the 

economic and political policy decisions of the Chinese central government, as well as the 

importance of political connections between municipal officials and state leadership for 

attaining global city status. 
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CHAPTER 1: INTRODUCTION 

 

 In this study, I present a comparative case study of the recent developmental paths 

of a number of selected major cities within China.  In particular, I document how some 

cities have become key financial and economic centers not only within China, but also on 

a regional and global scale.  Other major cities within China, however, have not 

experienced such successes in the period of economic liberalization and opening of China 

to foreign investment since the late-1970s.  The story of how some Chinese cities have 

become – or at a minimum, are clearly on their way to becoming – “global” cities 

whereas other major cities have taken on different roles within China is what I aim to 

accomplish in this monograph. 

The three cities I present in my research as existing or nascent global cities within 

China are Hong Kong, Shanghai, and Beijing.  Each of the three represents a distinctive 

type, insofar as each occupies a different rank on the current hierarchy of global cities in 

terms of power and significance.  Further, each has particular economic specializations 

and functions1, and each is at a unique stage in its historical evolution as a major city.  In 

my research, I argue that the trajectory of each of these cities currently is and has 

historically very much been tied to the policy decisions of the Chinese national 

government in Beijing during the post-socialist (Fu 2002) period of economic reform, 

thus the developmental path of each city has also been largely shaped – and constrained – 

by the policies and priorities of the Chinese nation-state over time. 

                                                 
1 For national urban systems, there are tendencies toward specialization among different cities within a 
given country (Sassen 2006a). 
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In a broader theoretical context, this study is about cities and their development in 

the contemporary era of globalization.  Social scientists have devoted a great deal of 

research to globalization and its attendant consequences, ranging from economic to 

political to cultural.  In particular, urban scholars have increasingly considered 

globalization in recent decades so as to study its affect on cities and their respective 

development. 

With this research attention, a number of theoretical issues have developed within 

the social sciences regarding the impact of globalization on cities.  One main line of 

thought is that globalization has had some sort of negative impact on traditional territorial 

entities such as the nation-state, while other units such as cities or regions have been 

positively affected.  In this sense, economic globalization has entailed the movement of 

capital, labor, and production by multinational corporations (MNCs) from one country to 

another, to the benefit of some places over others.  The fluidity of capital and labor has 

led some analysts to conclude that MNCs have gained increased leverage within the 

global economy, at the expense of the power enjoyed by nation-states.  Some cities in 

particular have been beneficiaries of the recent era of globalization, being entrepreneurial 

in their efforts to attract MNCs and specialized service firms to their cities, as a result 

becoming major hubs in the world economy.  As a consequence of these cities becoming 

major economic centers, some have contended that this also comes at the expense of their 

respective nation-states, whereby major cities have become “denationalized” to some 

extent and their economic success comes as a result of its own entrepreneurial efforts at 

self-promotion. 
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This is one of a number of broader theoretical issues pertaining to globalization 

and cities that I wish to consider in this study.  The case of contemporary China and its 

major cities over the past thirty years presents an excellent opportunity to more closely 

examine the economic basis and consequences of globalization.  When the dynamics of 

globalization are coupled with the unique circumstances of economic reform within 

China, the impact on major metropolises such as Shanghai, Beijing, and Hong Kong – as 

well as their surrounding regions – presents a prime opportunity to study some of the 

hypothesized theoretical premises upon which globalization rests. 

 

MAJOR CHINESE CITIES 

 

 While much of this study is devoted to an in-depth examination of major Chinese 

cities and their recent histories during the period of economic reform and globalization, I 

wish to provide a cursory introduction to three of these cities here.  The first city, 

Shanghai, is indicative of a rising global city.  It is experiencing a period of dramatic 

growth and expansion, currently serving as a regional hub but with aspirations for 

becoming a top-tier global city in East Asia among the likes of Tokyo.  Shanghai has 

historically served as a coastal trading center, both within a Chinese and East Asian 

regional context.  In the post-socialist period of economic liberalization in China, it has 

taken a series of significant steps in order to further build geographic and spatial linkages 

with the rest of the world.  The path of Shanghai from its historical origins as a coastal 

trading center to the major metropolis of mainland China can also largely be traced to 
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state policies that “opened up” the city and other Special Economic Zones (SEZs) to 

foreign investment and trade.  Thus, the fate of Shanghai is also fundamentally tied to the 

continued expansion – or limitations – of the Chinese economy. 

 Beijing, the Chinese capital, has experienced in many ways a similar economic 

boom as Shanghai in recent years.  Communist political priorities ensured that the city 

remained largely undeveloped from the post-World War II period up through the late-

1980s, with the Tiananmen Square student protests in 1989 a culmination of popular 

sentiment against a lack of substantive government reforms.  The private sector in Beijing 

expanded significantly during the 1990s, and with it came new prosperity and 

development in the city.  The city’s successful bid to host the 2008 Olympics led to a 

massive urban renewal effort on the part of the Chinese government, markedly altering 

the landscape and infrastructure of the city.  Beijing has thus been the beneficiary in 

recent years of varied development efforts: a number of new office towers, a new airport 

terminal, and multiple Olympic sports facilities (The Economist 2007).  All of these 

efforts represent China’s attempt as a host nation to project a positive image for itself on 

the international Olympic stage as it makes its bid to be a twenty-first century global 

power, and the urban development of Beijing has been a significant part of that endeavor. 

 Finally, Hong Kong represents a different sort of global city.  It is a major 

regional hub of trade and finance in East Asia, and has held global city status in the eyes 

of observers much longer than Shanghai or Beijing.  Hong Kong has served as an 

entrepôt (i.e., a warehouse or port of entry) for trade in China for many years and 

continues to do so; much of China’s total exports are consumed, reexported, or 
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transshipped by Hong Kong (So 2004).  After the handover of Hong Kong from Great 

Britain to China in 1997, further integration with mainland China has been an objective 

for both national leaders in Beijing and Hong Kong municipal elites.  One means by 

which this has developed is via the integration of Hong Kong with adjacent Guangdong 

Province in order to create a vast Hong Kong-Shenzhen-Guangzhou megalopolis, also 

referred to as the Greater Pearl River Delta region.  This geographic integration with 

Guangzhou and Shenzhen has been accomplished through the development of mass 

transit rail systems and a network of roadways in order to create a functionally integrated 

economic and urban system linking Hong Kong and the mainland Pearl River Delta to the 

rest of the world (So 2004).  Hong Kong’s history as a city-state under British colonial 

rule until it was ceded to China also presents a unique set of dynamics that have shaped 

its economic functions as well as its external relations to both the national government in 

Beijing and to the global economy as a whole. 

All three of the aforementioned cities I will argue currently represent global cities 

within China.  The significance of being a global city and the criteria for being one will 

be considered in subsequent chapters.  Further, each of the three cities has a unique 

history and each plays a distinctive role within the Chinese urban system.  How each city 

has come to reach its present state of development – largely as a result of globalization 

and Chinese economic liberalization – will be documented in further detail in this study. 
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PURPOSE OF RESEARCH 

 

 This dissertation research represents, to my knowledge, the first comparative case 

study of major Chinese cities2.  In particular, this study presents a systematic comparison 

of these cities, each of which serve different functions and hold varying levels of 

importance within the global economy.  This research will account for how eight cities: 

1) Shanghai, 2) Hong Kong, 3) Beijing, 4) Tianjin, 5) Guangzhou, 6) Shenzhen, 7) 

Wuhan, and 8) Shenyang3 have become cities filling respective roles in the Chinese and 

global economies.  Some of these cities, specifically Hong Kong, Shanghai, and Beijing, 

have been identified by previous researchers as contemporary world or global cities 

within China4.  This research thus fills a hole in the existing literature for a systematic 

comparison of the development of these cities within the context of post-reform China. 

 Theoretically, this dissertation also addresses what I have come to interpret as a 

significant gap in the existing literature on global cities.  The research tradition, 

originating principally with Sassen (2001) within sociology, has largely divorced the fate 

of global cities from their respective nation-states, asserting that such denationalized 

                                                 
2 This is the first comparative study of these eight Chinese cities – to my knowledge – written in English.  
While there are a few edited volumes on the topic (e.g., Yeung and Hu 1992; Yeh and Mak 1995; Logan 
2002), one of the closest comparative studies of the post-reform development of Chinese cities is Yusuf and 
Wu’s (1997) consideration of Shanghai, Guangzhou, and Tianjin. 
3 Excepting Shenzhen, these were the seven largest cities, each with a population of at least 3 million, in 
China as of 1980, just after economic reforms were enacted in the late-1970s.  Hong Kong was, as referred 
to above, still a colonial city-state at this point, but its population was just over 4.6 million in 1980.  As 
noted above, Shenzhen was not one of the most populous Chinese cities in 1980.  Yet, as will be explained 
in Chapter 3 regarding the case selection strategy for my study, Shenzhen represents an important case and 
has thus been included in the analysis. 
4 There are a number of examples of research on major Chinese cities, particularly in terms of global or 
world cities, within the existing literature.  Notable among these is the work of Logan (2002, 2007), Wu 
(2006), Ma and Wu (2005), Friedmann (2005), Meyer (2000, 2002), McDonogh and Wong (2005), Gu and 
Tang (2002), Wu and Yusuf (2004), and So (2004). 
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cities have far stronger connections to one another within a global urban network than to 

the particular countries that they reside in.  In particular, Sassen puts forward the 

proposition that the relationship between global cities and nation-states have 

fundamentally changed since the 1980s, where there has developed a “systemic 

discontinuity” (2001:8) in the forms of growth found in global cities and their respective 

nation-states. 

Fundamental changes in the global economy that have accompanied the shift from 

manufacturing to services have made global cities centrally important.  The management 

and coordination functions found in such cities have, for Sassen, “denationalized” 

(2001:87) such important locations, where corporate mergers, acquisitions, and financial 

transactions have become globalized in recent decades.  Sassen (2001) proposes that 

global cities comprise a network of linked actors, such that growth within this network of 

global cities does not necessarily correspond to economic growth in particular countries.  

Based on the evidence that Sassen (2001, 2006b) presents, it is certainly correct to the 

extent that the rise of producer service firms in global cities has corresponded with an 

economic decline of traditional manufacturing hubs within a given nation-state.  

However, what Sassen and other scholars do not give significant attention to are the 

efforts of governments to promote major cities as engines of national economic growth 

and development.  I aim to address this theoretical and empirical gap in existing work by 

analyzing the context of the development of major Chinese cities such as Shanghai and 

Beijing.  Thus, my research attempts to address the ways that the growth and evolution of 

global cities are very much tied to the trajectory of the nation-state as well. 
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In terms of the potential impact of this study, the results of my research will 

hopefully provide a significant contribution to the existing literature on global cities, 

comparative urban development, and Chinese urbanization.  Further, the ascent of China 

and its rising importance within the world economy of the twenty-first-century make this 

project especially timely and should make this inquiry of broader interest to a general 

audience. 

 

RESEARCH QUESTIONS 

 

The existing literature on major Chinese cities has more than adequately 

documented the developmental histories of the respective cities.  Further, some of the 

research has examined – to greater or lesser degrees – the role of the Chinese nation-state 

in the city’s development.  For example, efforts by the Urban China Research Network 

founded by John Logan (collected in Logan 2002) highlight how the development since 

1990 of the Pudong district in Shanghai represents a deliberate attempt by the Chinese 

government to create a modern financial and commercial center for the nation (e.g., Fu 

2002, Wu and Li 2002).  While I will rely upon the worthwhile efforts of previous 

researchers such as these, there are a number of unresolved questions that I aim to 

address in the course of my dissertation research.  Foremost among these are the 

following: 

1. What causal factors or attributes have led some Chinese cities to become 

global cities while others have failed to achieve global city status? 



 19

2. To what extent is the development of these cities tied to policy initiatives of 

the Chinese national government? 

With respect to the first question above, I wish to consider the mechanisms that 

can be identified that have led to the attainment of global city status for some Chinese 

cities during the period of economic liberalization – specifically the late-1970s to the 

present – whereas others have failed to achieve the same level of economic success.  This 

will rely upon an analysis (conducted in Chapter Nine) of empirical factors that I collect 

from secondary data in order to trace the developmental path certain cities have taken to 

achieve global city status. 

Regarding the relationship between the city and the nation-state described in the 

second question, I will reflect upon how embedded these cities are within the Chinese 

nation-state.  On a broader theoretical level, I wish to evaluate how 

independent/dependent the developmental trajectory of global cities are from that of the 

nations within which they reside5.  Thus, does the presence of international banking and 

multinational corporate activity “denationalize” the global city, as some research 

suggests, or is the growth and expansion of global cities still largely dependent upon the 

nation-state? 

By addressing the aforementioned research questions, I wish to not only articulate 

the evolutionary paths of the selected Chinese cities in my study, but also to account for 

the importance – or lack thereof – of the nation-state in their respective progression and 
                                                 
5 Theoretical statements originating from this study must account for the distinctiveness of China in 
political and economic terms, as well as the notion of “Chinese exceptionalism” (Meyer 2000) with respect 
to the business environment in which firms operate.  Therefore, as is par for the course with case study 
research, any generalizations that I make in this study will be contingent generalizations regarding global 
city development. 
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development.  My efforts will hopefully not only advance the research efforts on Chinese 

cities and urban development, but the broader literatures on globalization, global cities, 

and comparative urban development as well. 

 

HYPOTHESES 

 

 While the above research questions speak to more specific concerns regarding 

cities and the Chinese nation-state, there are a number of more general hypotheses I wish 

to explore regarding a city’s potential ascendance to global city status.  Each of the 

following hypotheses addresses broader theoretical questions of “how” a city becomes a 

global city of some measure within the world economy. 

 

Hypothesis 1 (H1): A city’s ascendance to global city status is primarily 

attributable to being integrated at an early stage into the global economy. 

 

 This hypothesis (H1) is in accordance with the bulk of existing global city 

research, particularly the seminal work of Sassen (2001, 2006a).  Implicitly, such a 

hypothesis assumes that global cities are, to some degree, passive actors who are 

beneficiaries of the economic success and locational preferences of organizations in the 

global economy.  Thus, a city’s rise to global city position is less the result of deliberate 

strategies to achieve such a status, but is more so the product of the cumulative decisions 

of exogenous corporate actors.  This hypothesis will be verified empirically by available 
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data on such indicators as foreign direct investment (FDI) into a city, as well as data on 

MNCs and international banks headquartered within a given city.  Therefore, I expect 

that some cities will be more successful in attracting global investment and MNC 

headquarters and are therefore more likely to achieve global city standing than other 

Chinese cities. 

 

Hypothesis 2 (H2): A city’s ascendance to global city status is primarily 

attributable to the political and economic policy decisions of the nation-state. 

 

 The second hypothesis (H2) directly addresses the question of whether global 

cities are denationalized, semi-autonomous entities – as much of the existing literature 

suggests – or are significantly linked to the nation-state within which they reside.  In this 

sense, such state-level policy decisions regarding international trade, currency exchange 

rates, and tariffs can potentially impact the developmental trajectories of global cities.  

Further, a nation-state’s relative position within the world economy and global influence 

as a geopolitical actor will also be taken into account with respect to their possible 

importance for such cities.  This hypothesis will be tested based upon an analysis of the 

political and economic history for each of these cities, and specifically assessing how 

involved the nation-state has been in the respective cities’ urban development6. 

 

                                                 
6 In the case of Hong Kong, I will consider the import of the nation-state separately based upon both its 
British colonial history (pre-1997) and post-handover existence as a Special Administrative Region (SAR) 
within China (1997-present). 
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Hypothesis 3 (H3): A city’s ascendance to global city status is primarily 

attributable to its own efforts, acting on a municipal level and/or due its own 

distinctive characteristics as a city. 

 

 If the presence of MNCs, specialized service firms, and banks are not central, nor 

are the policy decisions of the nation-state, for becoming a global city, perhaps the 

achievement of this status is largely due to the city itself.  In this sense, the city is 

responsible – and deserves the credit – for achieving global city status.  This can also be 

seen in entrepreneurial efforts by “growth machine” (Logan and Molotch 1987) 

coalitions led by municipal authorities to enhance the urban and economic development 

of their respective cities. 

For example, Hong Kong has made a concerted effort to maintain agglomeration 

benefits for capital and information exchange between both East Asian and global actors.  

One way it has done so is by investing in telecommunications and computer technologies 

that enable the transmission of high volumes of complex business information.  As of the 

early-2000s, Hong Kong had digital fiber-optic cables linking all telephone exchanges 

and commercial buildings, as well as more fiber-optic cables (often underwater) 

connecting it with other parts of Asia, North America, and Europe than any other Asian 

city (Meyer 2002).  By the process of municipal leaders directing investment in such 

technological infrastructure, Hong Kong is able to reaffirm its global city status as well as 

maintain a competitive economic advantage over other cities in East Asia. 
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 With respect to each of the three hypotheses above, one caveat is in order.  While 

being useful heuristically as ideal type paths to global city status and as typological 

categories, the three hypotheses are in all likelihood not mutually exclusive.  Therefore, it 

is logical to expect a mutually reinforcing, even multiplicative effect when indicators 

supporting each hypothesis are found for a given city. 

 

EXPECTED FINDINGS 

 

 There are a number of findings that I preliminarily expect to discover in this 

study.  Two of the most significant results I expect to find are briefly stated below and 

will be elaborated more fully in the succeeding chapters: 

 

1. The Chinese nation-state has played a significant – arguably indispensable – role 

in the development of major Chinese cities, particularly the global cities.  The 

major cities I study that have achieved economic success over the past thirty years 

have done so as a consequence of economic liberalization and preferential 

policies, which have opened the door for global investment.  Quite simply, these 

are policies that came from Chinese government leaders in Beijing, and without 

their acquiescence, the success stories of certain Chinese cities would not have 

occurred. 

2. Major Chinese cities have not simply been passive actors to the forces of 

economic globalization and the liberalization policies of the nation-state.  On the 
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contrary, municipal and provincial leaders have taken a significantly active 

“entrepreneurial” role to boost their respective cities and provinces as attractive 

destinations for global investment and MNC activity.  This has involved dealing 

with central government leaders in Beijing in order to gain legislative favor, but 

also engaging with foreign investors so as to attract capital to their respective 

cities and regions.  There is thus both a political and economic dimension to the 

development of the most successful cities within China during the post-reform 

era. 

 

ORGANIZATION OF STUDY 

 

 Following this introduction, in Chapter Two I provide an overview of the relevant 

literature on global cities and globalization, as well as background on China’s economic 

reform and contemporary urban development.  The literature review also considers the 

relationship between global cities and their respective nation-states, addressing one of the 

main theoretical concerns of this study.  This review will further aid in situating my 

research within the existing body of work on global cities, comparative urban 

development, and globalization within the social sciences.  Chapter Three will then 

proceed to an overview of the process of China’s economic reform as well as its 

subsequent urban development, highlighting the key policy decisions made and their 

developmental impact on the cases in this study.  Chapter Four provides an explanation 

of the research methodology employed in my dissertation, the comparative case study 



 25

method and its underlying logic.  I will introduce fuzzy-set/qualitative comparative 

analysis (fs/QCA), as well as discuss how the cases – or major Chinese cities – were 

selected for my study. 

The following three chapters will explore the recent comparative development of 

each of the Chinese cities that I study.  Specifically, Chapters Five, Six, and Seven will 

examine these cities in regional terms.  In Chapter Five, I examine urban development in 

South China, more particularly the Greater Pearl River Delta Region, with a focus on 

Hong Kong, Shenzhen, and Guangzhou.  The following chapter, Chapter Six, will 

investigate China’s largest city – Shanghai – and its growth over the last three decades.  

Chapter Seven then considers the capital city and cultural center of China – Beijing – as 

well as the neighboring port city of Tianjin.  Chapter Eight will then briefly consider the 

case of Shenyang and Wuhan, two major cities that as I will illustrate have not “kept up” 

in terms of economic and urban development during the post-reform period. 

Chapter Nine comprises the comparative case analysis itself, where I 

systematically compare the developmental paths of the Chinese cities in this study.  More 

specifically, in this chapter I present the results of the fs/QCA in which I consider the 

developmental paths of all eight major Chinese cities during the post-reform period, more 

formally considering how certain cities were able to achieve a given degree of global city 

standing.  Finally, I will document the conclusions, recommendations, and theoretical 

implications stemming from this research in Chapter Ten. 
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CHAPTER 2: LITERATURE REVIEW  

 

 In this chapter, I present an overview of the existing literature relevant to this 

study.  Much of the early portion of the chapter will be devoted to an overview of theory 

and empirical research on global cities.  I will initially consider the theoretical precursor 

to the global city concept – the world city – and document its theoretical origins within 

the social sciences.  The chapter will then proceed to an overview of global city research.  

This will encompass an examination of the economic factors relevant to global city 

status, a review of global city hierarchies that have been constructed by various analysts, 

a consideration of network-oriented research on global cities, as well as a discussion of 

work on global city-regions. 

I will follow my review of the literature by considering work relevant to one of 

the main theoretical concerns I am attempting to address in this study: the relationship 

between cities and their respective nation-states in terms of globalization.  In this vein, I 

consider two prominent researchers on global cities that attempt to explicate the 

dynamics of global city and nation-state interconnectedness.  Sassen (2001, 2006b, 2007) 

for one has focused her attention to how global cities are, in some sense, denationalized 

and therefore relatively autonomous actors vis-à-vis the nation-state.  Similarly, the work 

of Brenner (2004) shows how the governance of global cities represents a reconfiguration 

or rescaling of the power of the nation-state.  I complete this section with a discussion of 

two theoretical models where the nation-state plays a particularly significant role – the 

developmental state and the urban growth machine. 
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GLOBALIZATION AND CITIES 

 

For the vast majority of its existence, the subfield of urban sociology has taken a 

largely insular approach to the city, focusing upon the internal social and economic 

dynamics of urban areas.  Further, cities were viewed principally within a national 

context.  Major cities existed, but their economic and cultural importance was primarily 

tied to their respective nation-state.  Up until fairly recently, while there was a great deal 

of movement of goods, services, and people between cities within the same nation, 

relatively little was taking place across national boundaries (Abrahamson 2004).  Further, 

cities were not conceptualized as being a significant economic factor in the cross-national 

exchanges that did occur.  Traditionally, studies of the economic relations that did take 

place globally have considered the nation-state, or more recently the multinational 

corporation, as being more appropriate levels of inquiry and analysis (Sassen 2006a).  

With the acceleration of globalization over the past few decades there has been an 

increase in the degree of interaction between different economies and cultures.  These 

trends in globalization have had a concomitant impact upon major cities, particularly 

those in industrialized countries.  A major change has been to shift the city’s traditional 

intra-national and parochial orientations outward to the international context, becoming 

in some sense “denationalized” and no longer merely “local” in its functions and 

emphasis (Orum and Chen 2003). 

Research on how cities have developed has evolved from a focus on parochial 

factors within a given country to an emphasis on global processes (Timberlake and Ma 
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2007).  Research that has influenced the examination of the relationship between global 

social change and cities includes work by Immanuel Wallerstein on the capitalist world-

system (e.g., Wallerstein 2000, 2004).  In world-systems theory, it is postulated that the 

global system experiences cyclical rhythms, corresponding to economic and political 

changes occurring within the capitalist world-system.  According to Wallerstein (2000, 

2004) the capitalist world-system is a competitive one resulting in economic winners and 

losers and development of a geographical hierarchy (Timberlake and Ma 2007).  The 

richest and most powerful nation-states constitute the “core” of the world-system, the 

poorest countries make up the “periphery” of the world-system, and there are also a set of 

nation-states situated somewhere in between which represent the “semi-periphery” of the 

capitalist world-system.  Cities are located within these hierarchical nation-states, and 

subsequent research has articulated a similar world or global city hierarchy based on 

position within the capitalist world-system (e.g., Chase-Dunn 1985).  Because of research 

in the vein of Wallerstein, no longer can inquiries into cities neglect the global 

dimensions of local social change (Timberlake and Ma 2007). 

 

World Cities 

 When presenting an overview of global cities, it is necessary to preclude it with 

an introduction to another conception of the city in a globalized, capitalist economy.  

Two urban theorists can be given primary credit for initially outlined the “world city”7 

                                                 
7 The terms “world city” and “global city” have not been used consistently by urban researchers, and have 
in fact often been used interchangeably (Timberlake and Ma 2007).  Derudder (2007) addresses this issue 
and attempts to clarify the proper conceptual distinction between the two terms.  Acknowledging the 
importance of Derudder’s (2007) arguments, I will not consider the concepts synonymous, yet at the same 
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concept: Sir Peter Hall with his book The World Cities originally published in 1966, and 

John Friedmann (Friedmann and Wolff 1982, Friedmann 1986) with his articles on 

“World City Formation” and “The World City Hypothesis.”  Both researchers presented 

some of the first contemporary attempts within the social sciences to explain patterns of 

urban development in a global – as opposed to a national – context. 

 

Conceptual Foundation.  Peter Hall attributed the term “world city” to a 1915 

book by the Scottish city and regional planner Patrick Geddes entitled Cities in Evolution, 

which highlighted the central economic functions of such cities in an international 

context.  As he described them, world cities are locales that are 1) centers of population, 

2) centers of political power (e.g., national governments, government agencies), and 3) 

hubs for banking, finance, and trade.  Included in this group by Hall are major 

metropolitan areas such as London, Paris, the Randstad conurbation (i.e., Amsterdam, 

Rotterdam, The Hague) in the Netherlands, and the Rhine-Ruhr urban agglomeration 

(i.e., Cologne, Dortmund, Düsseldorf) in Germany (Brenner and Keil 2006). 

Many of the attributes he described characterizing world cities are still significant 

empirical indicators used by researchers in assigning world or global city standing today.  

However, one important distinction between his work of the mid-1960s and 

contemporary efforts is that he did not consider world cities to be truly global actors.  For 

Hall, world cities acted within a global framework, yet their focus and influence was still 

far more parochial and they operated largely within the context of national urban systems. 

                                                                                                                                                 
time I wish to emphasize the significant degree of theoretical overlap between global and world cities in 
this study. 
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A primary objective of research within the global cities literature has been to 

develop some sort of ranking of such cities within a global urban hierarchy, based upon 

their relative economic power within the world economy (Hall 2001).  One of the earliest 

attempts was that of Hall during the 1960s, who sought to rank-order world cities based 

upon the locational preferences of MNC headquarters.  Cities such as London, Paris, New 

York, and Tokyo figured prominently in Hall’s initial rankings.  Further research built 

upon the locational preferences to incorporate concerns with the decision-making power 

of such cities based upon their respective MNC presences in the global economy.  In 

addition to the four cities previously cited by Hall, locales such as Bonn, San Francisco, 

and Chicago have been highlighted by researchers for their economic significance as 

global or world cities (Hall 2001). 

 

World City Formation and Hypothesis.  John Friedmann was one of the 

groundbreaking urban theorists of the late twentieth-century, and his work served to 

generate significant research attention to global urbanization (Brenner and Keil 2006).  

His first article on world cities, coauthored with Goetz Wolff (1982), presented the 

argument that cities, and not nation-states, were the new forces of global economic 

development.  World cities, they put forth, represented the command and control centers 

of the new capitalist global economy powered by transnational corporations that had 

evolved since the end of World War II (Friedmann and Wolff 1982).  Based on feedback 

from his early ideas, Friedmann (1986) focused his efforts upon elaborating a set of clear 
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analytical propositions that he posited as “the world city hypothesis” as a framework for 

future research (Brenner and Keil 2006). 

Friedmann’s (Friedmann and Wolff 1982, Friedmann 1986) primary theoretical 

contribution to world city research was to introduce a hierarchical element to analyses of 

global urbanization.  He argued in his work that a global hierarchy of world cities (e.g., 

first tier, second tier, third tier) had now come into existence.  The integration of urban 

economic relations created an urban hierarchy that had a small number of world cities at 

its apex.  According to Friedmann and Wolff (1982), these world cities were highly 

interconnected via decision-making and finance functions, and they practiced a 

worldwide system of control over economic production.  While similar hierarchies of 

national urban systems had been previously examined in the literature, Friedmann 

contended that the primary engines of urban and economic growth were now best 

analyzed on a global scale (Storper 1997). 

 Friedmann proceeded to elaborate a number of dimensions along which the 

contemporary world city system could be ranked.  The primary attribute he considered 

was the presence of transnational enterprises in cities.  For Friedmann, the production and 

marketing capabilities of major firms in world cities thus make these cities functional 

nodes in the global economy.  In hierarchical terms, this meant that the top cities in the 

urban system – the first tier world cities – are those places preferred by MNCs as basing 

points for their major administrative and decision-making functions.  Those cities that 

housed headquarters locations – places where these major organizational activities take 

shape – for the largest multinational firms would therefore rank highest in the world city 
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hierarchy (Friedmann and Wolff 1982).  Further, Friedmann identified specific sectors of 

production and employment as being central to world city functioning.  In addition to 

transnational headquarters, the presence of international finance, transportation, 

communications, and high-level service firms (e.g., advertising, accounting, legal, 

insurance) are part and parcel of the global control functions found in world cities 

(Friedmann 1986). 

 Friedmann (1986) identified 30 world cities in his urban hierarchy, employing 

seven forms of criterion by which a municipality achieved world city standing.  These 

criteria included: 

1. Having major financial institutions 

2. Having headquarters for transnational corporations 

3. Having headquarters for international institutions (e.g., the United Nations, 

nongovernmental organizations (NGOs)) 

4. How rapid the city’s business service sector has grown 

5. How important the city is as a manufacturing center 

6. How important the city is as a transportation node (e.g., airports, seaports) 

7. The size of the city’s population 

He subdivided his list of world cities (see Table 2-1 below) based on their nation-state 

and using the nomenclature of world-systems theory, insofar as those cities in modern, 

developed countries (e.g., the United States, Western Europe, Japan) were considered 

“core” world cities whereas the remainder were in “peripheral” nation-states (e.g., Brazil, 

South Africa, Mexico) (Friedmann 1986).  Further, whether the world city was in a core 
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or periphery state, some were clearly higher on the world city hierarchy; thus Friedmann 

(1986) further parsed out his list of world cities as being of primary or secondary rank. 

 

Table 2-1: Friedmann’s (1986) List of World Cities 

Core World Cities 

Primary Secondary 

London Brussels 

Paris Milan 

Rotterdam Vienna 

Frankfurt Madrid 

Zurich Toronto 

New York Miami 

Los Angeles Houston 

Chicago San Francisco 

Tokyo Sydney 

 
Periphery World Cities 

Primary Secondary 

São Paulo Johannesburg 

Singapore Buenos Aries 

 Rio de Janeiro 

 Mexico City 

 Hong Kong 

 Taipei 

 Manila 

 Bangkok 

 Seoul 

 

 Another significant contribution of Friedmann’s work in terms of the corporate 

presence within world cities was the consideration of the impact that these supranational 

organizational actors would have on the form and shape of urban growth.  Subsequent 
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world city researchers have highlighted the ways that urban development and land use 

decisions (e.g., urban renewal, downtown office building development) are often dictated 

by the needs and demands of transnational enterprises.  However, other researchers argue 

that while a sizable corporate presence is certainly visible in many first tier world cities, it 

is not clearly evident that multinationals or their locational decisions represent the true 

mechanism or structural force behind urban growth in such places (Storper 1997). 

 

Defining Global Cities 

 Research on global cities has taken place principally within the discipline of 

sociology.  Theoretical and empirical work on the global or world city has been a largely 

contemporary endeavor.  Global cities have been variously identified as being command 

and control centers within the world economy that are increasingly interconnected with 

one another via transnational network linkages.  While the exact definition of what 

constitutes a global or world city is still subject to some debate, one fact that analysts can 

unequivocally agree upon is that the dynamics of globalization have led to significant, 

inexorable changes in major cities around the world.  Traditional theories of the city, with 

their parochial and domestic emphases, have failed to account for the urban 

agglomerations of internationally-oriented business and financial services that have 

become prevalent since during the latter twentieth-century and into the early twenty-first-

century. 

Any consideration of global city research needs to begin with the efforts of Saskia 

Sassen, particularly her monograph The Global City (2001), originally published in 1991.  
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Sassen’s efforts laid the foundation for global city research to be an area of interest 

within the social sciences more broadly, and within the discipline of sociology more 

specifically8.  She is perhaps the most important as well as the most cited contemporary 

researcher of global cities, largely due to the wide-ranging influence of The Global City.  

With its analysis of the comparable forms of urban development in New York, London, 

and Tokyo, the book has generated a great deal of continuing discussion and debate on 

global or world cities within the social sciences (Brenner and Keil 2006). 

 Her work, in large part, took the existing concept of the world city and respecified 

it.  Sassen did not, as earlier world city researchers had done (Friedmann and Wolff 1982; 

Friedmann 1986), focus her attention on the presence of multinational corporation 

headquarters as an indicator of a global city.  Instead, Sassen (2001) specified that what 

makes a global city a command point and focal node of the world economy is its 

distinctive mix of advanced producer and financial services industries (e.g., accounting, 

advertising, banking, consulting, insurance, and legal).  These service firms specifically 

are ones that accommodate the unique informational and organizational needs of MNCs, 

benefit from the agglomeration economies provided by city locations, and are the driving 

forces behind the contemporary economic restructuring of New York, London, and 

Tokyo (Sassen 2001; Brenner and Keil 2006; Derudder 2007).  Thus, Sassen served to 

redefine the functional centrality of cities in the global economy by focusing upon the 

importance of producer service firms in global cities (Derudder 2007). 

                                                 
8 Many of the past and present research efforts pertaining to world cities (e.g., Hall 1984; Friedmann 1986) 
have originated from disciplinary areas such as geography or urban planning. 
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In developing a conceptual definition, Sassen put forth the characteristics that 

signify the global city.  For Sassen (2001), global cities serve as: 

1.  Highly concentrated command points in the coordination and organization of 

the world economy 

2.  Key locations for finance and specialized service firms 

3.  Innovative production sites for these major firms and industries 

4.  Marketplaces for the products and innovations of these industries 

What largely characterizes a global city – in Sassen’s view – is its organizational 

and occupational mix, such as the proliferation of its service industries and ancillary 

support functions (e.g., accounting and legal firms; banks; as well as financial service, 

insurance, and real estate companies), as well as its ties to other cities in the world (Orum 

and Chen 2003).  These cities play an important strategic role in the global economy due 

to the continuing concentration of the ownership and control of economic resources 

(Sassen 2006a). 

 While cities such as New York and London have served as centers of world trade 

and finance for many years, their contemporary importance is on a much broader scale 

than in the past.  Traditionally, the economic importance of major cities has been to 

organize and facilitate production and distribution functions on a local, regional, or 

national level (Knox 1997).  While Sassen for one focused largely upon the three 

predominant global cities (i.e., New York, London, Tokyo) in her research, there are a 

number of other cities that fill similar functions, yet on a smaller, more regional scale.  In 

recent years, major cities have ascended in prominence due to their roles as hubs in the 
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global economic network.  Irrespective of a respective city’s ranking on the global 

hierarchy, central to the concept of the global city is its relationship to other cities in 

fulfilling its economic functions, resulting in a network of global cities (Sassen 2006a).  

The intra-city relationships that have developed as a product of globalization are thought 

to be largely the impetus for the changes that have been documented both within and 

between global cities.  While there is a certain consensus regarding the importance of 

globalization for the transformation of global cities, what many researchers have not 

agreed upon are the particular aspects of globalization that are of central importance 

(Abrahamson 2004). 

 Most analysts (e.g., Sassen 2001, 2006a; Abu-Lughod 1999) have been centrally 

concerned with the economic changes that have come to be associated with globalization, 

and the impact that these have had upon global cities.  As economic operations have 

advanced on an international scale, global cities often serve as central locations for the 

services and telecommunications necessary for managing the world economy.  

Multinational corporations often locate their headquarters in such cities and metropolitan 

regions.  As the role of governments has arguably diminished to a certain degree in the 

management of the world economy, global cities and their centralization of corporate 

headquarters and specialized service and financial firms have further ascended in 

importance (Sassen 2006a). 

 An important element characterizing global cities from Sassen’s (2001) 

perspective is their role in the world economy as loci for producing global control.  

Instead of focusing on other actors (e.g., MNCs, NGOs) who are thought to have 
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achieved a degree of power over the nation-state with the advance of globalization, she 

considers global cities as centers for “the practice (italics in original) of global control: 

the work of producing and reproducing the organization and management of a global 

production system and a global marketplace for finance” (Sassen 2001:6).  Thus, her 

concern is not with the power that global cities hold in the world economy per se, but 

rather the power they derive from being sites for the practice of global financial control 

via financial markets.  For Sassen (2001), the power held by MNCs or transnational 

banks are not as preeminent in the global economy as the spread of financial institutions 

and international financial markets in recent decades. 

 

Identifying Global Cities 

Analysts who have studied global cities may disagree regarding what criteria to be 

used in evaluating global city membership, but there is relatively little disagreement as to 

which locations constitute the preeminent global cities.  Abu-Lughod (1999) for example 

studied archetypal global cities found within the United States, identifying New York, 

Chicago, and Los Angeles as being global cities based upon the internationalization of 

finance and trade, global movement of capital and labor, as well as communication and 

transportation interconnectedness.  While global city formation is associated with the 

post-industrial, information age, in her view such cities have been viewed ahistorically.  

For instance, she notes how the vestiges of global city attributes could be viewed in New 

York City during the latter part of the nineteenth century (Abu-Lughod 1999). 
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There is a certain degree of consensus among urban researchers that there are four 

leading global cities, and that they have been so for at least several decades.  London, 

New York, Paris, and Tokyo are easily accorded global city status, irrespective of the 

criterion used.  The economic significance of these four cities is paramount within the 

global city network; they (or some subset of the four) have been the focus of much social 

scientific inquiry on the global city phenomenon (e.g., Sassen 2001).  Yet there exists 

significant disagreement within the literature as to what cities, if any, follow behind the 

main four in the global city pantheon. 

Abrahamson (2004) enumerates a listing of other global cities using a tiered 

approach.  In his analysis, he elaborates a hierarchy of global cities based upon criteria 

utilized by other global and world city researchers.  Among these are stock exchanges, 

international banking and finance, MNC headquarters, and corporate service firms.  

Abrahamson (2004) proceeded to develop a global urban economic hierarchy based upon 

an index including each of the aforementioned indicators.  His hierarchy can be roughly 

divided into four separate tiers of 23 global cities (see Table 2-2 below), topped by New 

York, London, Paris, Tokyo, and Frankfurt (Abrahamson 2004). 

 

Table 2-2: Abrahamson’s (2004) Global Urban Economic Hierarchy 

Tier 1 New York, London, Paris, Tokyo, Frankfurt 
  
Tier 2 Chicago, Hong Kong, Osaka, Zurich 
  
Tier 3 Los Angeles, Milan, Singapore, Toronto, Beijing, Munich, San Francisco 
  
Tier 4 Amsterdam, Düsseldorf, Montreal, Seoul, Stockholm, Stuttgart, Taipei 
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 Another recent elaboration of existing global or world cities is the effort of 

geographers affiliated with the Globalization and World Cities Research Network 

(GaWC) to produce a roster of leading financial centers.  Beaverstock, Taylor, and Smith 

(1999) use criteria established by Sassen’s (2001) original study to identify those cities 

that are the leading global centers for corporate or advanced producer services.  As 

Sassen (2001) described, such services provide cities with respective roles in the 

organization of the contemporary world economy.  Beaverstock et al. (1999) focus on 

cities that have significant concentrations of various types of global corporate service 

firms, including accountancy, advertising, banking, and legal services.  Based on these 

indicators, Beaverstock et al. (1999) identify 122 cities as global service centers, and 

subdivide these cities into a typology with three main categories: “Alpha,” “Beta,” and 

“Gamma” cities, plus 67 cities with “evidence of world city formation” but are not quite 

world cities in their estimation.  The Alpha, Beta, and Gamma cities from the GaWC’s 

initial 1999 roster are listed below (see Table 2-3).  At the top of their list of Alpha world 

cites are the four cities most often identified as leading global cities: London, Paris, 

Tokyo, and New York.  With respect to Chinese cities specifically, Hong Kong is 

considered an Alpha city, while both Beijing and Shanghai fall within the ranks of 

Gamma cities (Beaverstock et al. 1999). 

 

Table 2-3: Beaverstock, Taylor, and Smith’s (1999) Roster of World Cities 

Alpha 
Cities 

London, Paris, New York, Tokyo, Chicago, Frankfurt, Hong Kong, Los Angeles, Milan, 
Singapore 

  
Beta 
Cities 

San Francisco, Sydney, Toronto, Zurich, Brussels, Madrid, Mexico City, Sao Paulo, Moscow, 
Seoul 
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Gamma 
Cities 

Amsterdam, Boston, Caracas, Dallas, Düsseldorf, Geneva, Houston, Jakarta, Johannesburg, 
Melbourne, Osaka, Prague, Santiago, Taipei, Washington, Bangkok, Beijing, Rome, 
Stockholm, Warsaw, Atlanta, Barcelona, Berlin, Buenos Aries, Budapest, Copenhagen, 
Hamburg, Istanbul, Kuala Lumpur, Manila, Miami, Minneapolis, Montreal, Munich, Shanghai 

 

Networks of Global Cities.  A continuing critique of global city research, 

including that of Sassen (2001), has been that researchers focus too much on measuring 

data based upon global city attributes, rather than on the purported network-type 

relationships between cities within the global urban hierarchy.  One view is that, 

depending upon the attribute measured, the global city rank-order can vary.  That is, 

while New York and London rank highly on virtually any global city attribute selected, 

cities such as Tokyo (e.g., head-office locations of largest banks) and Paris (e.g., 

international air travel passengers) rank highly on some indicators, but not on others (Hall 

2001).  Therefore, researchers have been forced to largely infer the networked nature of 

relationships between global cities.  Due to the significant presence of MNC 

headquarters, financial market exchanges, and international banking houses in a given 

city, it has been the practice to assume that such a city is considerably well-connected and 

integrated within the global economy.  However, this critique of the attributional nature 

of global city research, while theoretically sound, can be countered by the sheer empirical 

limitations global city scholars contend with.  Quite simply, there is a comparative 

abundance of available data on global city attributes, but relatively little on the nature of 

global city relations (Hall 2001).  There are exceptions to this trend, most notably 

research on air passenger traffic between cities and on MNC headquarters and branch 

locations (e.g., Smith and Timberlake 2001, 2002; Alderson and Beckfield 2004, 2007) 
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indicating some empirical evidence for the existence of an interconnected global city 

network. 

The Smith and Timberlake (2001, 2002) research utilizes data from the 

International Civil Aviation Organization on the volume of airline passenger traffic 

between pairs of international cities.  Among the arguments for using such data as an 

empirical indicator for a global or world city network – aside from simply being one of 

the few sources of relational data – is that air traffic and airports are among the most 

visible examples of global city interactions, and that airline links to other cities are an 

important attribute sought for places aspiring to global or world city standing (Smith and 

Timberlake 2002).  Using network analysis techniques, Smith and Timberlake (2001, 

2002) establish a network structure for global air travel, and identify those cities as most 

prominent that have more air passengers traveling to, from, and through to other cities in 

the network.  One paper specifically considers the structure of the global city network 

over time by choosing six one-year time points between 1977 and 1997 and identifying 

those cities that are most prominent (Smith and Timberlake 2001).  The top fifteen cities 

for three of these time points are listed below (see Table 2-4).  For each interval they 

study, Smith and Timberlake (2001) find that the same five cities – London, Frankfurt, 

Paris, New York, and Amsterdam – are consistently the cities with the most air 

passengers and most linkages; the rankings of other cities such as Tokyo and Zurich tends 

to fluctuate markedly from one time-interval to the next. 
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Table 2-4: Smith and Timberlake’s (2001) Ranking of Cities in Global Air Travel Network 

1977  1985  1997 

Rank City Rank City Rank City 

1 London 1 London 1 London 

2 Paris 2 Paris 2 Frankfurt 

3 Frankfurt 3 Frankfurt 3 Paris 

4 New York 4 New York 4 New York 

5 Amsterdam 5 Amsterdam 5 Amsterdam 

6 Zurich 6 Tokyo 6 Miami 

7 Athens 7 Zurich 7 Zurich 

8 Copenhagen 8 Miami 8 Los Angeles 

9 Tokyo 9 Singapore 9 Hong Kong 

10 Bangkok 10 Bangkok 10 Singapore 

11 Madrid 11 Hong Kong 11 Tokyo 

12 Singapore 12 Madrid 12 Seoul 

13 Hong Kong 13 Chicago 13 Bangkok 

14 Buenos Aries 14 Copenhagen 14 Madrid 

15 Rio de Janeiro 15 Athens 15 Vienna 

 

 The other main endeavor at providing empirical support for a linked global or 

world city network is continuing research conducted by Alderson and Beckfield (2004, 

2007) on the global office locations of MNCs.  They utilize data on the headquarters and 

subsidiary branch locations of the 500 largest multinational firms9 to assess the power 

and centrality of cities within a global urban network.  Using three different network 

measures of power – outdegree centrality, closeness centrality, and betweenness 

centrality – as well as a measure of prestige, indegree centrality10, Alderson and 

                                                 
9 Alderson and Beckfield (2004, 2007) utilize Fortune magazine data, which identifies the 500 largest 
multinational enterprises in terms of annual revenue. 
10 See Alderson and Beckfield (2004) for a concise explanation for the meaning and significance of the 
network terminology they employ in their analysis. 
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Beckfield (2004) establish a ranking of cities based on data from the year 2000.  The top 

fifteen cities for each measure are shown in two tables below: one for the three indicators 

of power (Table 2-5) and one for the prestige indicator (Table 2-6). 

 

Table 2-5: Alderson and Beckfield’s (2004) Power Ranking of Cities in Global Urban Network 

Outdegree  Closeness  Betweenness 

Rank City Rank City Rank City 

1 Tokyo 1 Paris 1 Paris 

2 New York 2 Tokyo 2 Tokyo 

3 Paris 3 London 3 Düsseldorf 

4 London 4 New York 4 London 

5 Düsseldorf 5 San Francisco 5 New York 

6 Amsterdam 6 Düsseldorf 6 San Francisco 

7 Zurich 7 Amsterdam 7 Munich 

8 Munich 8 Munich 8 Oslo 

9 Osaka 9 Chicago 9 Vevey 

10 San Francisco 10 Stockholm 10 Zurich 

11 Frankfurt 11 Toronto 11 Beijing 

12 Vevey 12 Zurich 12 Atlanta 

13 Chicago 13 Los Angeles 13 Amsterdam 

14 Stockholm 14 Madrid 14 Stockholm 

15 Dallas 15 Dallas 15 Osaka 
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Table 2-6: Alderson and Beckfield’s (2004) Prestige Ranking of Cities in Global Urban Network 

Indegree 

Rank City 

1 New York 

2 London 

3 Paris 

4 Tokyo 

5 Los Angeles 

6 Chicago 

7 Brussels 

8 Amsterdam 

9 Singapore 

10 Hong Kong 

11 Toronto 

12 Madrid 

13 Philadelphia 

14 Milan 

15 San Francisco 

 

 Not surprisingly, Alderson and Beckfield (2004) found that prestige was 

positively correlated with the various measures of power, thus the most powerful cities 

were often the most prestigious as well.  Consistent with previous research, the same four 

cities – New York, London, Paris, and Tokyo – rank near the top of the list for each 

indicator of power and prestige.  Yet Alderson and Beckfield’s (2004) results also 

illustrate some cities that are not usually considered global or world cities (e.g., Vevey 

(Switzerland), St. Louis), and conversely, do not show significantly high rankings for 

cities such as Miami or Mexico City that have been identified as world cities by 

researchers such as Beaverstock et al. (1999).  Their continuing efforts have introduced a 

longitudinal component to their research, incorporating data from 1981 as well as 2000.  
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Based on their preliminary results, Alderson and Beckfield (2007) report that the power 

and prestige structure for global cities has indeed changed during over the course of two 

decades. 

 

Global City-Regions.  Another recent direction for global or world city research 

has been to reframe the geographical scale of analysis.  Work originated by Scott (2001) 

has explored the role of large-scale urban regions as actors in their own right within the 

global economy.  Scott (2001) argues that global city-regions in fact represent the key 

territorial unit in the contemporary global economy, more so than the global city.  In 

geographic terms, they are dense megalopolises in which large or contiguous 

metropolitan areas are developmentally integrated (Derudder 2007).  One example is the 

“BosWash” corridor along the northeastern seaboard of the United States, a contiguously 

inhabited corridor encompassing major cities such as Boston, New York, Philadelphia, 

Baltimore, and Washington, D.C.  Another prime example is the Greater Pearl River 

Delta region in Southern China, which will be considered more fully in Chapter Four.  

The Hong Kong SAR anchors this megalopolitan region and, as I shall demonstrate, 

Hong Kong clearly represents a global city, but geographically proximate mainland cities 

Shenzhen and Guangzhou have also played significant roles in the economic 

development and functional integration of the Greater Pearl River Delta region. 

 While global cities have led to a certain degree of denationalization and have 

weakened the traditional authority of the nation-state, global city-regions represent a new 

form of political and economic organization on a subnational level (Brenner and Keil 
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2006).  As Scott (2001) illustrates, the agglomeration of economic activity – both 

manufacturing and service – into regional clusters has become more prevalent in recent 

decades.  In some instances, this has led some regional actors to more actively pursue 

institution-building and policy-making activities in a global context to promote their 

region’s economic interests11.  Scott (2001) argues as well that a smattering of dispersed 

global-city regions have taken over from nation-states the role of key geographical units 

within the world economy.  Thus, the global city-region represents a different geographic 

unit of analysis with which to consider the economic and political role of global cities in 

the world economy. 

 

GLOBALIZATION AND THE NATION-STATE 

 

 Research on globalization and the nation-state tends to fall within one of a 

number of separate theoretical camps.  One perspective contends that the nation-state is 

in some sense a “victim” of globalization, losing its national distinctiveness and 

importance due to homogenizing global forces.  Alternatively, some analysts feel that the 

nation-state is not significantly impacted by globalization at all.  If anything, the nation-

state adjusts and to some degree changes due to globalization, but the state in and of itself 

does not lose its importance as a global actor.  What these competing perspectives share 

                                                 
11 As will be illustrated in the case of Hong Kong and the Pearl River Delta region, more informal, de facto 
regional relationships have in contrast been the norm in the economic development of the region (Smart 
2002). 
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is a dual opposition between the global and the national insofar as the dimensions of each 

tend to be mutually exclusive (Sassen 2007). 

 Globalization can be conceptualized in a number of ways.  In economic terms, it 

generally refers to the following trends.  One dimension is the increase in world trade 

across national boundaries, where firms in one country exchange with and compete 

against firms in other countries.  Along with trade is the global dispersion of production 

activities, such that jobs are increasingly transferred to countries where lower wages lead 

to overall lower productivity costs for firms (Fligstein 2001).  For example, this entails 

the progressive transfer of production jobs from the United States to areas such as the 

Pearl River Delta in China, where labor costs are markedly lower for multinational firms.  

This global transfer of jobs also benefited East Asian economies more broadly between 

the 1960s and 1990s, as the four “Asian Tigers” (i.e., Hong Kong, South Korea, 

Singapore, Taiwan) became advanced economies due to the rapid industrialization and 

foreign investment that accompanied the global transfer of production jobs to the region 

(Fligstein 2001). 

 

Denationalization 

A major theoretical premise underlying global cities as Sassen (2001) has defined 

them is their relative independence from the nation-state.  Global cities are functionally 

centralized entities that, due to the agglomeration effects realized by the geographic 

proximity of global producer service firms, are increasingly disconnected from their 

respective nation-states (Sassen 2001).  The phenomenon of denationalization 
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surrounding global cities is also part of the broader discourse on globalization, that 

national boundaries or territories are less salient as the world has progressively become 

more interconnected.  With respect to global cities, the general argument has been that 

these cities, as nodes within a global urban network, are more tightly coupled and have 

more in common with one another than they do with cities within their respective nation-

state.  By this logic, New York and its producer service nexus is more tightly connected 

to London than it is to Boston or Philadelphia, more geographically proximate major 

American cities. 

Another dimension of this denationalization of global cities is the belief that they 

are fairly autonomous actors vis-à-vis nation-states.  Thus, the supremacy of London as a 

global city is largely the result of actors on a municipal level – from local administrators 

to MNC representatives – whose actions serve to promote London as a central hub in the 

organization and coordination of the world economy.  What I consider in this part of the 

review are prime examples of theoretical efforts undergirding this view of global cities as 

denationalized entities, specifically further ideas from Saskia Sassen (2006b, 2007) as 

well as recent work by Neil Brenner (2004).  Bearing in mind that this is the dominant 

view of global or world cities in the existing research, I wish to present my own findings 

in subsequent chapters regarding Chinese cities such as Shanghai and Beijing as a 

counterweight to these prevailing ideas about the relationship between the global city and 

the nation-state. 

 Any social phenomenon that exists on a global level, such as the exchange of 

goods or information, presents a dilemma for scholars insofar as global processes 
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transcend national boundaries, yet the actual contexts within which these processes are 

realized are within the territories of nation-states.  While such processes represent the 

growing interdependence of people and institutions on a global level, they are partly 

grounded within the nation-state as well.  Yet, just because a global process is realized 

within a national geographic territory, is it necessarily “national” in form?  As scholars 

such as Sassen (2006b) and Brenner (2004) critique, this focus on the nation-state 

represents a form of “embedded statism” that has become a theoretical obstacle within 

the social sciences for thinking accurately about globalization.  For Sassen (2006b, 2007) 

in particular, global dynamics and processes have increasingly led to a destabilization of 

the nation-state, consequently making it a less significant – though not irrelevant – actor 

on a global scale. 

The global control functions centralized in such cities as New York, London, and 

Tokyo raises the theoretical question of the economic as well as political relationship 

between global cities and their respective nation-states.  The continued growth of global 

finance and investment – as well as the service firms associated with such activities – 

coupled with the decline of trade as the primary form of international transaction has 

taken away from the traditionally dominant role of the nation-state.  The organizing and 

conducting of such global transactions has shifted away from governments to 

international service firms (Sassen 2006a).  For the firms themselves, national boundaries 

have become increasingly irrelevant.  Sassen (2006b) illustrates denationalization in the 

context of the declining significance of the state, particularly in terms of its waning 

regulatory capacities.  In global finance (e.g., investment banks and stock exchanges), 
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deregulation has had significant impacts on the sector in recent decades, as “global 

financial products are accessible in national markets, and national investors can operate 

in global markets” (Sassen 2006a:143).  Sassen (2006a) describes this process as the 

denationalization of institutional arenas, which serves as a necessary condition for 

economic globalization. 

Sassen (2001) originally proposed the existence of a “systemic discontinuity” (p. 

8) between national growth and growth that has occurred within global cities in recent 

decades.  Since global cities are actors in a global urban system, growth within this 

network does not necessarily correspond to growth in respective nations.  Sassen (2001) 

considers this in the context of growth in global cities in contrast to the increase in 

national budget deficits or the decline of major industrial centers within a given nation, 

for instance New York vis-à-vis Detroit12.  Also for Sassen (2006a), the strengthening of 

linkages among global cities likely corresponds to a weakening of interdependencies with 

other cities in a given national urban system. 

 If a systemic discontinuity has developed between global cities and their 

respective nation-states, then Sassen (2001) argues that there is a greater transnational 

interdependence among these cities, creating a global urban system.  Thus, the producer 

service industries, international financial markets, and MNCs emblematic of New York, 

London, and Tokyo serve to mutually link these cities to one another, such that they are 

                                                 
12 In the case of New York and Detroit, Sassen (2006a) explains how as Detroit lost manufacturing jobs in 
recent decades, New York conversely gained many specialized service jobs.  One reason being that as the 
business operations of American auto manufacturers became increasingly complex, they required 
additional services from legal, accounting, finance, consulting, and public relations firms based in New 
York.  Sassen (2006a) also cites the case of General Motors, which has its main offices in Detroit, yet it 
also has a headquarters office in Manhattan that performs all specialized financial and public relations 
functions for the company. 
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not merely engaged in competitive relations for global city dominance.  One means by 

which global cities are integrated with one another – as well as with their nation – is by 

the gateway functions they fill for the both inward and outward circulation of foreign and 

national capital.  Each global city thus acts a gateway between wealth in its own country 

and global market opportunities; likewise it serves as a gateway between foreign 

investors and investment opportunities within that country (Sassen 2001).  Such a 

gateway function is certainly an important element for national-level economic growth, 

and I argue that Chinese efforts to promote and develop cities such as Shanghai and 

Beijing represent a clear example of city promotion in order to attract external investment 

from foreign capital. 

 Yet for Sassen (2006b), the nation-state still represents an important actor, insofar 

as economic globalization would not have occurred without the advanced capabilities of 

national economies.  What has happened according to Sassen (2006b), are that 

institutions originally developed with the nation in mind (e.g., the “rule of law”) are 

being reformulated and reshaped through globalization.  While the “rule of law” 

represents an institutional capability that has been a significant facet of state authority to 

promote national economic interests, this same capability is also central to such global 

operations as financial transactions and trade (e.g., via non-governmental organizations 

such as the World Trade Organization).  In this sense, the “rule of law” is “getting 

relodged in a new organizing logic” (Sassen 2006b:14).  One way this has occurred is 

that functions at the state level are critical for the dynamics conducive to global capital 

and economic development.  In this manner, “state institutions reorient their particular 



 53

policy work or broader state agendas toward the requirements of the global economy 

even as they continue to be coded as national” (Sassen 2006b:223).  This form of 

reconfiguration that Sassen (2006b) illustrates is also emblematic of the policy decisions 

made within the Chinese nation-state and by municipal governments in the wake of 

economic reform to promote major cities as gateways to the global economy. 

 

Developmental State and Urban Political Economy 

 As noted above, in response to the forces of globalization, some analysts argue 

that the national government plays a fundamental role in how a given city adapts and 

develops, whereas other researchers argue that major global cities are relatively 

autonomous, denationalized actors.  In this section, I wish to present two theoretical 

views that support the former view, whereby the nation-state plays a significant role in 

economic and/or urban development. 

For certain countries, policy decisions made by the central government have been 

vital to their economic ascendancy.  In East Asia for example, the governments of Japan, 

Taiwan, and South Korea were instrumental in organizing and allocating the financial 

resources necessary to sustain the growth of strategic industrial sectors.  This 

governmental intervention has been considered critical during the early stages of 

industrialization for each of these countries, as it allowed them to achieve significant 

levels of economic growth that otherwise would not have been possible (Hung 2008).  

This observation is in line with the theoretical tradition of research on the developmental 

state. 
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Research on the developmental state originated with research by Chalmers 

Johnson published in the early-1980s on the phenomenal economic growth of Japan 

during the succeeding decades after World War II.  The actions of the Japanese 

government to actively foster economic growth led Evans (1995) to consider Japan the 

“archetype of the developmental state” (p. 47-50).  Johnson focused his attention on the 

efforts of the Japanese Ministry of International Trade and Industry (MITI) following the 

war to promote industrial development within the country.  The main challenge facing 

Japan after the war was a severe lack of capital, and MITI played the role of designated 

government agency in furnishing new capital for industrial development.  Among the 

powers MITI held that enabled it to promote economic growth were its ability to 1) 

approve investment loans, 2) grant licenses to import foreign technology, 3) provide tax 

breaks to firms, and 4) regulate the level of competition within an industrial sector.  It 

also played an important role as a liaison to external networks of major industrial 

executives, allowing MITI to align state policy with the explicit needs of Japanese 

corporate leaders (Evans 1995). 

While the case of post-World War II Japan and MITI represents an ideal model of 

the developmental state in action, there are a number of traits that identify a 

developmental state in a more general sense (Evans 1995; Olds and Yeung 2004): 

1. The top priority of the state is economic development, defined for policy 

purposes in terms of growth, competitiveness, and productivity. 

2. The state is committed to the protection of the market and property rights. 

3. A designated state agency guides and monitors the functioning of the market. 
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4. The state engages in consultation and coordination with the private sector, 

with such consultation and coordination being an integral part of the policy 

development process. 

Therefore, the national government that engages in each of the aforementioned 

processes exemplifies the ideal type and successful developmental state, with Japan 

coming closest to this model.  In his research, Evans (1995) described how South Korea 

and Taiwan also represented newly industrialized countries (NICs) that effectively 

adopted developmental state practices to achieve economic success in the decades 

following World War II.  Each state had elite economic policy organizations analogous to 

the Japanese MITI: the Economic Planning Board (EPB) in South Korea and the Council 

on Economic Planning and Development (CEPD) in Taiwan.  While each of these East 

Asian nations realized significant economic and industrial growth through developmental 

state practices, for Evans (1995) what exemplified the Japanese model is MITI’s 

“embedded autonomy.”  By this, he argued that the most successful developmental states 

employ an economic policy agency that is both bureaucratically autonomous and socially 

embedded in external networks with the private sector.  Evans (1995) illustrated how 

some developmental states such as the East Asian examples were able to achieve this 

balance, whereas other countries that attempted to utilize state intervention to promote a 

given industry (e.g., Brazil, India) were only moderately successful in achieving their 

industrial development objectives. 

Government intervention in economic development as exemplified by 

developmental state practices has proven to be successful, particularly in the East Asian 
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context.  However, the economic development of these nation-states through the 

developmental state model presents a theoretical paradox.  Cities such as Tokyo and 

Seoul have clearly benefited from the economic growth of their respective nation-states, 

but the global or world city model of urban development claims that the state is not a 

significant factor – certainly not as much as MNCs or municipal actors – in a metropolis 

becoming a leading global city (Hill and Kim 2000).  Thus, the economic growth of East 

Asian developmental states such as Japan, South Korea, and Taiwan presents a number of 

cases where the urban development of major, global cities can be largely attributed to the 

benefits derived from successful state-level economic policy implementation. 

An alternate view of state intervention to promote growth is that presented by the 

urban political economy approach, most commonly associated with the theoretical 

contributions of Logan and Molotch (1987).  This perspective challenged the prevailing 

pluralist view of American politics in cities during the 1970s, in which urban places were 

viewed as being arenas of competition between differing economic and political factions, 

with no single perspective being predominant (Orum and Chen 2003).  Logan and 

Molotch (1987) challenged this view by adopting a Marxist view of the city, arguing that 

American cities in particular have been characterized by a history of “growth machines” 

– coalitions of key groups within a city whose overarching goal is continued urban 

growth. 

The actors in these growth machines included the real estate sector (e.g., 

developers, realtors, bankers), which advocated the sale and development of land in order 

to sustain urban growth.  Landowners and rentiers also played a central role in these 
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growth coalitions, aiming to expand their land holdings and concurrently increase the 

value of their properties.  A third group that played a key role in the growth machine for 

Logan and Molotch (1987) was local government officials and politicians, who have 

often profited from urban development either through their personal business holdings or 

through campaign contributions from other growth coalition members.  Logan and 

Molotch (1987) document extensively how in the history of American urban 

development, these various groups have repeatedly coalesced as growth coalitions, with 

the primary objective to advocate the continuing expansion of cities in order to increase 

their own personal monetary gain. 

While the concept of the growth machine is a decidedly American one, 

researchers have documented the existence of growth coalitions in other countries as 

well.  With respect to global cities, a number of studies highlight the role of pro-growth 

political coalitions – comprising national and/or local government officials, MNC elites, 

and local rentiers – in advocating the necessary urban development to become a global 

city.  These coalitions served to not only mobilize the requisite capital and infrastructural 

development for global cities, but they also warded off any local opposition to real estate 

developments and urban mega-projects that are generally associated with global city 

standing (Brenner and Keil 2006).  In an East Asian context, Machimura (2006) shows 

how the development of Tokyo into a global city during the 1980s was predicated on a 

growth coalition of national and local government leaders in tandem with executives 

from MNCs and local companies.  Also, Ho (2000) documents how urban growth 

coalitions in different cities – Hong Kong, Singapore, and Sydney – competitively play 
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off of one another in the Pacific Asia region in order to attract global capital and MNC 

regional headquarters to locate in their respective cities. 

Within China, Brandt and Rawski (2008) in discussing the political economy of 

reform, note how competition within the state political system has rewarded those who 

adhere to a growth machine ideology at the national level.  Specifically, “continued 

promotion and recruitment of leaders whose reputation and career prospects rest on past 

and future economic success has gradually created a large and expanding coalition 

among growth-minded, market-oriented individuals and groups (italics in original) within 

China’s policy elite, whose power and influence help to shift the content of central 

guidelines in the direction of market outcomes” (Brandt and Rawski 2008:16). 

Also, in considering the political economy of Chinese urbanization, McGee, Lin, 

Marton, Wang, and Wu (2007) identify three categories of “entrepreneurial bureaucrats” 

(p. 14) within the state responsible for promoting urban development and growth during 

the post-reform period.  These include 1) local government officials and local mayors, 

who have had the authority to control the development and leasing of urban land, 2) 

bureaucrats within quasi-governmental organizations that municipalities have established 

to promote infrastructural and other development projects, such as city development and 

investment corporations, and 3) bureaucrats within higher levels of the state apparatus, 

such as those within the army or national governmental departments, who have profited 

by selling off their administratively allocated land holdings for development purposes 

(McGee et al. 2007).  While the concept of growth machines had its origins in American 
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urbanization, Chinese post-reform development has clearly generated a distinctive form 

of urban political economy as well. 

 

CONCLUSION 

 

 In this chapter, my objective was to frame the present study of Chinese cities 

within the broader research literature in urban sociology and comparative urban 

development.  I began by considering research on globalization and cities, focusing 

largely on the relatively recent concept of the world or global city.  Significant urban and 

economic development within China most certainly would not have occurred outside the 

present era of globalization, and the impact of globalization on these cities is a primary 

focus of this study.  Research on world and global cities is particularly key as the major 

cities that I consider within China will be subsequently analyzed in terms of how “global” 

they are based on indicators presented by scholars such as Sassen (2001).  There exists a 

hierarchy of global cities, and based on my research I will argue that certain Chinese 

cities – Hong Kong, Shanghai, and Beijing – deserve to be considered somewhere within 

the upper ranks of this hierarchy. 

 The forces of globalization have also had an impact at the national level, and this 

was the other major focus of my literature review.  The idea of denationalization as a 

premise of globalization is one that I aim to address in this study, specifically as it 

pertains to China and my view that Chinese cities in particular have not been 

denationalized to the extent that major globalized cities in other nations have.  Finally, I 
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showed how existing research on the developmental state and urban political economy 

has clear implications for this study.  As later chapters will show, unmistakable parallels 

can be seen between both the developmental state model and the urban political economy 

approach in what has occurred in the growth of Chinese cities over the three decades of 

the post-reform period.  Chapter Three looks specifically at this process or economic 

reform, documenting in further detail how the Chinese economy has transformed itself 

since the late-1970s, and what has transpired in terms of urban and regional development 

within China over this interval as well. 
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CHAPTER 3: CHINA’S ECONOMIC REFORM AND URBAN DEVELOPMENT 

 

 In this chapter, I provide an overview of China’s economic reform and urban 

development.  This entails historical background on both why and how China has 

undergone its economic metamorphosis from a centrally planned socialist economy to an 

authoritarian capitalist economy (Hung 2008), as well as what some of the consequences 

of reform have been.  It will also include a discussion of China’s urban growth in recent 

decades and how cities and regions have developed differently within the vast nation-

state, in large part due to economic reforms initiated by the central government. 

 

CHINA’S ECONOMY AND REFORM 

 

Any investigation into the changes within China’s cities over the last 20-30 years 

must account for the macroeconomic changes brought about by changes in Chinese state 

policy.  These economic reforms – which I document below – have set China on a path of 

unparalleled economic growth, all the more remarkable considering such growth has 

occurred with the context of a Communist nation-state.  In 2010, China is poised to 

become the second-largest economy in the world after the United States (The Economist 

2009).  It has had the world’s most rapidly growing economy since the early-1980s, with 

an average annual growth rate of 10 percent between 1978 and 2005 (Guthrie 2006; 

Naughton 2007; Brandt and Rawski 2008).  Additionally, as of 2010, China had 

surpassed Germany to become the world’s largest exporter, with its share of exports 
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comprising 10 percent of the world total (The Economist 2010a).  The People’s Republic 

of China (PRC) has undergone a number of significant changes in policy and ideology 

during the course of its Communist leadership, and the economic transformation it has 

experienced represents arguably the most significant revolution in its modern history. 

 

The Reform Process 

 The changes in China’s economy can be traced to between 1976 and 1978, when 

the Cultural Revolution had effectively ended and the widespread social, economic, and 

political conflict that accompanied it.  The Cultural Revolution was motivated in large 

part by revolutionary ideology and an attempt to purge the state of its “liberal 

bourgeoisie” elements, hence the forced reeducation and relocation from the cities to 

rural areas of millions of Chinese citizens (Orum and Chen 2003).  As the havoc wrought 

by the Cultural Revolution dissipated, China’s leaders focused on the goal of enriching 

their impoverished nation.  The nation had been paralyzed economically by the chaos that 

had ensued (Guthrie 2006).  While there was agreement among China’s political leaders 

regarding the need for economic change, the road forward for the nation was unclear.  

Although China’s planned economy had performed well relative to other low-income 

nations around the world, its regional standing within East Asia was weak.  Its neighbors, 

including Japan, South Korea, Hong Kong, and Taiwan boasted far stronger economies at 

this stage, a fact that was galling to many members of the leadership in Beijing (Brandt 

and Rawski 2008). 
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In order to bring about economic change, the state implemented a series of 

reforms that dramatically overhauled the existing centrally planned economic system.  

The death of Mao Zedong in 1976, the leader of the PRC from its inception in 1949 until 

his passing, generated a number of differing visions for how China could improve its 

economic status (Vogel 1989).  Under the Mao leadership, China’s economy was 

predicated on such features as the coordination of all economic resources by the central 

state, a suppression of consumer spending, and highly restricted rural-urban migration.  

Popular submission to this economic regime was ensured by an existing social compact 

in which the Communist government guaranteed lifetime employment, free education 

and healthcare, and other basic social services to workers and to the poor.  The Mao-led 

Chinese economy experienced a moderately high gross domestic product (GDP) growth 

rate and level of capital accumulation up until the mid-1970s, when growth halted and the 

economy began to languish (Hung 2008). 

There were three major approaches to economic reform that dominated the 

discussions among Communist leaders over the next couple of years (Vogel 1989).  In 

order to consider economic reform within China, it must also be acknowledged which 

national level actors are the ones to implement reform policies.  The Chinese Communist 

Party holds literally all political power within the country, and it exercises its power in 

large part through the placement of party members in key governmental positions.  

Economic policy in particular is guided by the executive branch of the national 

government, represented by the State Council, which through the operations of its 

different ministries administers the economic activities of the country (Chow 2007). 
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The first reform effort took place between 1976 and 1978, and attempted to jump 

start economic growth with the benefit of few general reforms.  It was undertaken by 

Mao’s designated and immediate successor, Hua Guofeng, who aimed to continue his 

predecessor’s economic policies (Guthrie 2006).  Hua and his planners believed that 

investment was the key to economic growth, so the Hua leadership moved to give local 

governments more autonomy to make their own investment decisions, to collect their 

own revenue, and to borrow funds.  Such policies had the desired consequence of inciting 

rapid growth, albeit with the unwanted side effects of severe national budget deficits and 

unrestrained investment due to insufficient planning.  This economic spurt utilized loans, 

terminology, and technology from the West, but it was denounced by critics as being 

overly optimistic in its vision and for veering too far out of control (Vogel 1989). 

 A second vision was promoted by Chen Yun, who during the 1950s had 

successfully organized the first five-year plan for the People’s Republic13.  Like Hua, 

Chen did not believe it was necessary to implement wide-ranging systemic reforms to the 

existing economic system, only to avoid some of the mistakes and poor implementation 

of past planning efforts.  Chen advocated the value of continued central planning and 

price controls, and cautioned that if markets were opened too widely (if at all), rampant 

inflation and inefficient investment would take hold.  The lesson from past mistakes – 

including those of the Hua reforms – for Chen was the need for caution; if the Chinese 

economy was to grow at all, planners should ensure that it is firmly grounded before 

                                                 
13 The five-year plans of the People’s Republic of China are a series of economic development initiatives 
developed by members of the Communist Party.  The first five-year plan covered the years 1953-1957, and 
there have been ten five-year plans in total through the most recently completed planning period of 2001-
2005. 
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making even modest reforms (Vogel 1989).  All told, the Chen view for the Chinese 

economy into the future was one of continued strong socialist planning, with strict 

governmental controls over budgets and investment directly from Beijing.  The Hua plan 

became part of a ten-year economic plan put together in 1976 to improve the country’s 

economic position, but after only a couple of years, the plan was falling well short of its 

initial projected goals (Guthrie 2006).  This led to a political and economic climate that 

was, relatively speaking, receptive to change. 

 The third proposed vision for the Chinese economy, which eventually proved 

triumphant, was that championed by Deng Xiaoping.  By the late-1970s, Communist 

Party leadership in Beijing was consolidated under Deng after he succeeded Hua 

Guofeng in 1978 (Vogel 1989).  Deng had a much different economic orientation than 

Hua.  With a far more practical orientation, he believed that economic reform was 

essential, and he garnered his political support by advocating such reform (Guthrie 2006).  

Under his rule, the government developed a more pragmatic stance and became much 

more concerned with economic development for China than the maintenance of political 

purity in the Communist nation-state.  It began to reform the economy by transitioning 

away from central planning and opening China to foreign investment (Orum and Chen 

2003).  Deng viewed central planning in particular as an inflexible system that was 

unable to deal with the economic realities that China was facing (Guthrie 2006). 

 Unlike Hua and Chen, Deng openly acknowledged that there were fundamental, 

systemic problems in the Chinese economy that impeded the possibility of economic 

advancement.  He held that economic reforms were needed in order to lay the foundation 
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for future progress and economic self-reliance, goals that he marketed as the “four 

modernizations” in industry, agriculture, national defense, and technology (Vogel 1989).  

In the minds of Deng and his planners, the achievement of these objectives would make 

China a great economic power by the twenty-first century. 

 The historical point in time was ripe for reform in China, for a number of reasons.  

First, the Cultural Revolution had been very damaging to the Chinese people on multiple 

levels: economically, socially, and psychologically.  The Chinese leadership needed to 

distance themselves from the damage done by the Mao leadership during the Cultural 

Revolution, and economic reform was one way to garner the support of the population.  

Second, government officials came to acknowledge from their own experiences that the 

central planning system had inherent shortcomings, and thus was not an acceptable way 

forward for China.  Finally, there were numerous examples of successful, developmental 

state economic development geographically surrounding China by the late-1970s.  The 

“Four Tigers” of East Asia – Hong Kong, Taiwan, South Korea, and Singapore – 

established for the Beijing leadership that in many ways, a state-led market economy was 

superior to a centrally planned economy (Chow 2007). 

 Deng introduced his plan for economic reform in late-1978 to the Third Plenum 

of the Eleventh Central Committee of the Chinese Communist Party.  At this point the 

Chinese economy was significantly weakened by the lost years of the Cultural 

Revolution, and the projections based on the ten-year economic plan of Hua Guofeng 

were poor (Guthrie 2006).  He knew that such a path of reform would mark new ground 

for the People’s Republic.  Moving forward gradually, China would, as Deng said, “Take 
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a step, then take a look” (Vogel 1989:78).  The Deng government indeed moved forward 

in a measured fashion, in the process experimenting in multiple ways with different 

policies that would eventually cede much of the central control over the Chinese 

economy (Guthrie 2006).  In the years of reform that followed, China actually took a 

series of bold steps, with the Deng leadership sometimes “looking around” to correct the 

most negative of side effects, and sometimes even taking a step backward.  But overall, 

the arc of reform initiated by Deng was significant, and the Beijing leadership came to 

accept some disarray as part of the price paid for economic reform (Vogel 1989). 

 The Chinese approach to economic transition ended up being quite different than 

that adopted by other socialist countries that make the conversion to a market economy.  

In the countries of Eastern Europe and in Russia, after the fall of Communist 

governments, the primary goal of economic reform was to move as quickly as possible to 

a functioning market economy, referred to as a “shock therapy” or “big bang” strategy of 

reform (Guthrie 2006; Naughton 2007).  It was the view of many Western economists 

during the 1980s and 1990s that a rapid transition to market institutions was the best way 

to economically transform formerly communist states.  From this perspective, it was of 

critical importance to allow the market to dictate prices, and to let the price system begin 

to operate independently.  Furthermore, it was also important in the minds of such 

proponents that communist societies making this transition must privatize – and quickly – 

property and goods that had heretofore been public or state-owned (Guthrie 2006).  In the 

minds of reformers, this strategy may entail some sacrifices early in the process, but it 

would lay the foundation for sustainable economic growth into the future (Naughton 
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2007).  Nations such as Russia followed this advice by developing market institutions at 

breakneck speed, promptly removing the state from central control over the economy, 

and immediately privatizing all property (Guthrie 2006).  Yet, experience showed that the 

costs associated with this approach proved to be far more significant than were originally 

anticipated (Naughton 2007). 

 By contrast, the Chinese approach entailed a far more gradual economic transition 

to a market economy.  The state progressively retreated from central control of the 

economy by taking the time to experiment with new institutions, implementing them 

slowly and gradually without immediately discarding existing institutional arrangements 

(Guthrie 2006).  The most important economic reforms were “system reforms” – as 

opposed to “structural reforms” – which ensured that the Communist leadership structure 

was not being threatened and therefore minimizing any opposition within the party 

(Vogel 1989).  Government leaders realized that it was not feasible to expect a 

postponement of economic development while system reforms took place.  As Naughton 

(2007) states: 

 

It was always assumed that system transformation would have to take place 

concurrently with economic development, and indeed that the process of 

economic development would drive market transition forward and guarantee its 

eventual success.  Individual reform policies were frequently judged on the basis 

of their contribution to economic growth (rather than to transition as such). (P. 86) 
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Among the leaders in Beijing who plotted the course of reform was the Economic 

System Reform Commission14 led by Zhao Ziyang, who became premier in 1980, and 

later by other powerful party leaders including Li Peng, who subsequently succeeded 

Zhao as premier during the late-1980s.  Provincial-level commissions were established 

concurrently in Guangdong and other provinces where reforms were under consideration.  

These provincial-level commissions were led by reform-minded officials who had no 

independent power to implement policy per se, but instead advised various branches of 

provincial government on reform initiatives (Vogel 1989). 

 

Outcomes of Reform 

 The Deng leadership had a number of bold ideas for reform.  These included 1) an 

increased role for markets, 2) allowing more private and collectively operated firms, 3) 

creating more incentives for state enterprises in order to make them more efficient, and 4) 

decentralizing state control of local economic activities (Vogel 1989).  In the initial 

vision of reform, markets would be expanded, but they would still occupy a secondary 

role to central state planning.  Deng and the Economic System Reform Commission did 

not dictate set mandates for local governments to adopt, but rather presented general 

ideas to provincial officials, and allowed them – to a certain extent – to experiment and 

develop successful policies (Vogel 1989)15.  This represented an effort to transfer power 

                                                 
14 Also translated as the Commission for Restructuring the Economy (Jingji Tizhi Gaige Weiyuanhui) 
(Vogel 1989:78). 
15 Guangdong and Fujian provinces were two of the beneficiaries of the relatively laissez-faire reform 
mindset established by the Deng government, as they were the two provinces that were granted the earliest 
freedom to experiment with economic reforms (Vogel 1989).  The reform process in Guangdong 
specifically will be discussed in greater detail in Chapter 4. 
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to lower levels of government, as well as to allow local governments to become 

entrepreneurial in their wealth generating activities and likewise make more of a profit 

from their efforts.  It was thought that local officials were much more knowledgeable 

about the economic strengths, needs, and opportunities faced by their respective localities 

(Guthrie 2006).  Yet this also represented a political maneuver by the Deng government 

in order to create local cadres of market-oriented reformers, who could serve as a 

counterweight to conservative leaders in Beijing, who still favored a central command 

economy (Hung 2008). 

One strategy for local authorities was to take preexisting state enterprises within 

their territory and convert them into profit-oriented firms.  Other governments adopted a 

role more so that of a “referee” rather than a “player” in their local economies.  This 

entailed promoting development using developmental state strategies, such as making 

preferential rules and building the necessary infrastructure for select industrial sectors 

(Evans 1995; Hung 2008).  Only after conducting policy experimentation at the local 

level, and often at multiple locales with different particular slants and approaches, were 

formal reform policies finally introduced by the central government (Vogel 1989). 

The economic reforms eventually enacted by the Chinese government were 

manifold.  Shortly after initial Deng proclamation of reform in late-1978, the government 

announced that it would establish full diplomatic relations with the United States in 1979.  

This paved the way for the passage that year of the Law of the People’s Republic of 

China on Chinese-Foreign Equity Joint Ventures, which permitted foreign firms to enter 

the Chinese economy for the first time since the founding of the PRC in 1949.  Deng 
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himself visited the United States in early-1979 in order to formalize relations between the 

two countries, and while doing so he visited the facilities of the first two companies to 

sign investment agreements with the Chinese government: Coca-Cola and Boeing 

(Guthrie 2006).  It is important to recognize that the level of foreign investment and trade 

was virtually nil prior to the economic reforms of the late-1970s, as China was an 

essentially closed economy.  As a means of comparison, the total volume of China’s 

foreign trade (i.e., the sum of the values of imports and exports) was only seven percent 

of GDP in 1978.  After just a decade of economic reform, the amount of foreign trade 

comprised 25 percent of total GDP in 1987, and subsequently increased to 37 percent of 

GDP by 1998 (Chow 2007). 

The reforms in accordance with this shift in orientation included the development 

of Special Economic Zones (SEZs), specially designated areas within China (e.g., 

Shenzhen) that were open to foreign investment and were actively encouraged to solicit 

joint ventures with foreign investors (Logan 2002).  A main motivation of the Deng 

leadership’s reforms was to attract foreign direct investment (Chow 2007)16.  Both the 

developmental and entrepreneurial states came to depend substantially on export-oriented 

foreign capital to jump-start and sustain economic growth.  This developed in the form of 

transnational investment from the West as well as capital from the Chinese diaspora 

residing in other East Asian countries, including Hong Kong and Taiwan (Hung 2008). 

                                                 
16 Chow (2007) notes how the promotion of foreign investment is significant in a Chinese historical 
context.  The predominant thinking within the Chinese Communist Party prior to the onset of reform was 
that foreign capitalists come to China in order to exploit its workers and take advantage of its natural 
resources.  Some observers (e.g., human rights advocates) have argued that this continues to be the case. 
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Hong Kong and Taiwan had established themselves as centers of small-scale, 

labor-intensive manufacturing since the 1950s.  As expansion in these territories led to 

increased land and labor costs, owners searched for new production sites, which southern 

China serendipitously presented as a result of the recent economic reforms, enabling 

Hong Kong and Taiwan entrepreneurs to set up shop in the new SEZs (Brandt and 

Rawski 2008).  The development of these SEZs, in combination with an immensely large, 

low-paid work force, led to a substantial increase in consumer goods exports to the 

United States and other Western countries (Logan 2002).  The seemingly unlimited 

supply of skilled surplus labor from inland rural areas was a key selling point for global 

manufacturing investors (Hung 2008).  This convergence of low-cost production venues 

in southern China with the market knowledge and capital of overseas Chinese 

entrepreneurs developed into an export juggernaut that pushed the PRC toward its 

gradual acceptance of economic globalization (Brandt and Rawski 2008). 

China became an attractive destination for global capital due to many of the 

aforementioned reasons.  Another consideration was that provinces and municipalities 

often competed with one another for investment dollars.  This has been a clear feature of 

economic development during the reform era.  Provinces and municipalities have been 

granted the autonomy to make economic determinations and to innovate in their 

development so as to gain advantages over neighboring provinces and cities (Guthrie 

2006).  Thus, city and provincial governments would vie between themselves by offering 

investors the most favorable terms they could, with incentives ranging from free land for 

development to generous tax breaks (Hung 2008).  This clearly works to the advantage of 



 73

foreign investors, who will play localities off against each other in search of the most 

favorable terms (Naughton 2007). 

The vast central planning apparatus of the Chinese state also yielded much of its 

control.  As a result many enterprises, including large state-owned firms, developed 

greater managerial freedom and had newfound motivation to enhance productivity as 

well as profitability.  Further, state-owned enterprises were no longer the dominant 

organizational form; new combinations developed that mixed state, cooperative, and 

private ownership in various forms (Logan 2002).  Another broader consequence was that 

Beijing ceded much of its central authority over regulating the Chinese economy.  With 

decentralization, local governments became the primary agents of capital accumulation 

and generation.  Yet, the central government still played an important role in 

macroeconomic strategy, for example devising preferential policies for certain regions or 

provinces, which served as the backdrop against which local governments would then 

pursue their own developmental agendas17.  All told, the autonomy granted to and the 

competition between local governments compels them to increase their respective 

“attractiveness” to investors, concurrently making China as a whole an attractive 

destination for global capital (Hung 2008). 

In some sense, the actions by provincial and municipal governments fit the 

traditional mold for developmental state activities.  These states act in a developmental 

sense in that they deliberately promote growth of a given industrial sector (e.g., export-

                                                 
17 The central government began an effort during the 1990s to reclaim some power over local governments, 
for example, through the reapportionment of tax revenue.  However, the insubordination of local authorities 
is still considered a major problem among officials in Beijing (Hung 2008). 
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oriented manufacturing), and such efforts are concerted, well-planned efforts at the local 

level.  However in a broader, national perspective, this results in chaotic rivalry between 

localities, resulting in the development of inefficient and redundant productive capacity 

and infrastructure.  In their incessant competition, provincial and municipal governments 

have taken a protectionist slant and come to erect barriers against investment from other 

provinces or cities, creating in many ways a fragmented national economy separated into 

provincial and/or municipal subdivisions, each with a strongly parochial emphasis and 

outlook (Hung 2008). 

In sum, the economic reforms that China enacted over the course of time were 

successful for a number of reasons.  Foremost among these is by making the reform 

process a gradual one, the Chinese government maintained a stabilizing role within the 

context of economic turbulence that invariably accompanies a transition from a planned 

economy to a market economy.  As reform policies demonstrated themselves to be 

successful at local levels, government leaders were able to more-or-less seamlessly 

incorporate them into broader economic policy.  A second main reason is that through 

decentralization, the Beijing government effectively gave ownership-style administrative 

control to localities.  This is key because by doing so, the central government was able to 

cede economic control to local administrators without going through the process of 

privatization.  With such control for provincial and municipal leaders came a sense of 

fiscal responsibility, which motivated them to engage in successful economic reform on a 

jurisdictional level (Guthrie 2006). 



 75

The overarching question facing observers of China’s economic transformation is: 

Where will China eventually end up (Logan 2002)?  One critique of the current state of 

economic affairs in China is that the reform initiated, post-Mao era has led to an 

internalization of the global overaccumulation crisis plaguing the capitalist world-system 

in recent decades, and that China is on the verge of an economic disaster (Hung 2008)18.  

By this, it is argued that market-based economic decentralization within China has led to 

a fundamental structural imbalance in the economy.  Overinvestment in inefficient 

productive capacity, coupled with increased socioeconomic polarization in Chinese 

society which has resulted in a relative lack of domestic consumption, leads some to 

believe that the Chinese economy will “crash” and that this will have global 

repercussions.  With export-oriented production of manufactured goods being the 

primary driving force behind recent economic growth, it is feared that a slowdown in 

imports by the United States – China’s largest consumer of exported goods – will expose 

this fundamental imbalance in the Chinese economy and have significant consequences 

domestically, from rising unemployment to various forms of social unrest (Hung 2008). 

 

POST-REFORM URBAN AND REGIONAL DEVELOPMENT 

 

 The effects of the aforementioned economic reforms on the urban development of 

China have been significant.  In order to more fully comprehend the effect of the changes 

on major cities, it is useful to first consider a basic overview of China’s geography of 

                                                 
18 In 2007, Chinese Premier Wen Jiabao described the nation’s present path of economic development as 
“unstable, unbalanced, uncoordinated, and unsustainable” (Hung 2008:150). 
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administrative units.  The simplest way to subdivide the vast nation is at the provincial 

level, whereby China has 31 province-level administrative units19.  China maintains a 

typology of administrative units as follows, each with province-level standing in the 

national administrative system (Naughton 2007): 

− Provinces (22 total) 

− Municipalities under national supervision (4) 

− Autonomous regions of ethnic minorities (5) 

Beijing, Shanghai, Tianjin, and Chongqing are all municipalities that hold 

provincial status.  This makes them directly accountable to the Chinese State Council and 

has given them greater developmental autonomy (Friedmann 2005).  In addition, there 

are two recently added special administrative regions (SARs) in China: Hong Kong 

(1997) and Macau (1999).  However, each of the SARs are not equated the standing of 

provinces by the Beijing government (Naughton 2007).  Figure 3-1 indicates each of the 

aforementioned provinces and other administrative units within the People’s Republic of 

China, along with the location of major cities. 

 

                                                 
19 Henan in Central China is the most populous province – with nearly 97 million people as of 2004 – and 
Tibet (2.4 million people) is the least populous (Naughton 2007).  If Henan province were its own country, 
it would have the 12th largest population in the world, ranking just behind Mexico. 
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Figure 3-1: Provinces and Major Cities in People’s Republic of China 

 

Source: Friedmann (2005) 
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Urbanization has played a vital role in the economic development process for 

China.  As development has progressed, workers have moved out of the countryside and 

agricultural work to the cities where industrial and service jobs are to be found (Naughton 

2007).  It is informative to look at a simple indicator – percentage urban population – to 

illustrate the impact of economic liberalization on Chinese cities.  In 1975, just prior to 

the onset of economic reform, China’s urban population was 17.4 percent.  Yet in the 30 

years since then, China has become a significantly far more urban nation.  As of 2005, 

over 530 million, or 40.4 percent of Chinese live in urban areas, well over twice as many 

as in 1975 (Population Division of the Department of Economic and Social Affairs of the 

United Nations Secretariat 2007).  Table 3-1 (below) provides some historical context for 

the dramatic urban population growth within China. 

 

Table 3-1: Urban Population Growth in China, 1965-2005 

Year Urban Population (Thousands) Percentage Urban (%) 

1965 128,093 17.6 

1970 144,537 17.4 

1975 161,439 17.4 

1980 196,220 19.6 

1985 245,322 23.0 

1990 314,845 27.4 

1995 380,553 31.4 

2000 454,362 35.8 

2005 530,659 40.4 

 
Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
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 Urbanization in China during the reform period has been very broad in its form, 

i.e., urban growth has not been simply a function of people moving into a select number 

of large cities.  While migration to major cities is one key factor, cities themselves have 

also expanded geographically, and new cities have developed out of previously rural 

settlements.  Arguably the most extreme example of this form of urban development is 

the mainland portion of the Pearl River Delta in Guangdong Province20.  A comparable 

process of urban development has taken place in the Yangtze River Delta region 

anchored by Shanghai as well, although the process began about a decade later than in the 

Pearl River Delta.  Beijing has also expanded significantly as part of this urbanization 

process, geographically expanding its municipal limits to become significantly larger 

than it was prior to the reform period (Naughton 2007). 

 

Special Economic Zones and Foreign Direct Investment 

As a result of economic reform in the late-1970s, a large volume of foreign direct 

investment (FDI) flowed into China during the succeeding decades.  Much of this direct 

investment originated from Hong Kong and Taiwan, and the majority of capital inflows 

made their way to a select few Chinese coastal cities, which were favorable sites for 

investment due to their geographic location and the financial incentives offered to foreign 

investors.  Four Special Economic Zones (SEZs) were created along China’s southeastern 

coast in the provinces of Guangdong and Fujian during the first phase of economic 

reform – most notably Shenzhen – which were selected in large part due to their 

                                                 
20 The remarkable growth of the Pearl River Delta region during the period of economic reform will be 
further detailed in Chapter Five of this study. 
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geographic proximity to Hong Kong and Taiwan (Orum and Chen 2003; Naughton 

2007).  At the time, Guangdong and Fujian comprised a fairly small share of the overall 

planned economy.  Thus, if the SEZ experiments failed, they would have had very little 

impact on the Chinese economy as a whole (Yang 1997).  There are now six total SEZs 

in the PRC, including the addition of Shanghai’s Pudong New Area in 1993. 

At the inception of economic reform, Guangdong Province was not a major 

outpost for China’s foreign trade.  It was comparably insignificant in foreign trade vis-à-

vis neighboring Hong Kong.  At this point, Hong Kong itself exported as many goods as 

did the entirety of the People’s Republic.  The first step that China took during the 

opening up process in 1978 was to allow Hong Kong firms to enter export-processing 

agreements with Chinese companies in Guangdong.  By this, a Hong Kong business 

would send raw materials to a Chinese manufacturer, who would assemble/put together 

the finished product.  It was after this initial program that the first four SEZs were 

established in Guangdong and Fujian provinces, which provided institutional support by 

the Chinese government for additional export-processing partnerships (Naughton 2007).  

Modeled after Export-Processing Zones (EPZs) developed in East Asian developmental 

states (e.g., South Korea, Taiwan) during the 1960s and 1970s, the SEZs permitted 

Chinese firms to import goods duty-free, with the condition that they were used within 

the SEZ to produce export products.  This permitted localities to engage in the 

developmental state activity of selectively promoting the export of certain products 

(Yang 1997; Naughton 2007). 
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SEZs were also important as regions where foreign investment was promoted via 

special incentives such as lower tax rates, lower land use fees, and less stringent customs 

and administrative processes (Yang 1997; Naughton 2007).  The preferential policies 

given to Guangdong and Fujian through the establishment of SEZs were paramount for 

making them prime trade exporters.  From 1978 up through the early-1990s, the level of 

exports from Guangdong and Fujian Provinces grew twice as fast as they did over the rest 

of China.  Table 3-2 highlights the regional variation in export processing within China.  

As is clear, the proportion of China’s total exports increased significantly for Guangdong, 

Fujian, and Hainan Provinces during the first 15 to 20 years of reform, from 16 percent of 

total exports in 1978 to 46 percent in the mid-1990s21.  These provinces were clearly 

among the greatest beneficiaries of reform policies, due to the growth of export-

processing trade and foreign investment.  Economic reform essentially transformed the 

provinces from relatively isolated, rural areas to largely urbanized, vital hubs in the 

global economy (Naughton 2007). 

 

                                                 
21 Hainan Province – the smallest province in China, anchored by Hainan Island – was actually part of 
Guangdong Province until 1988 (Naughton 2007). 
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Table 3-2: Regional Percentage of China’s Exports 

Region 1978 
1994-
1998 

2005 

Southeast 
(Guangdong, Fujian, and Hainan) 

16 46 36 

Lower Yangtze 
(Shanghai, Jiangsu, and Zhejiang) 

34 21 38 

Northeast and North Coast 
(Liaoning, Jilin, Heilongjiang, Beijing, 
Tianjin, Hebei, and Shandong) 

39 23 19 

Rest of China 11 10 7 
 

Source: Naughton (2007:397). 
 

 FDI has also played a significant role in China’s economic liberalization and 

subsequent urban development.  The establishment of SEZs in the early stages of reform 

opened the door for foreign investment, and for Guangdong and Fujian Provinces in 

particular, incoming FDI grew substantially during the 1980s.  At a national level, FDI 

levels were fairly modest, but in the early-1990s, the levels increased dramatically.  

Investors from Hong Kong and Taiwan opened the floodgates, but high levels of 

investment from developed countries followed shortly thereafter (Naughton 2007). 

The increase of FDI in the 1990s can be attributed to a number of policy speeches 

made by Deng Xiaoping during his southern tour of China in 1992 when he visited cities 

such as Guangzhou, Shenzhen, and Shanghai to reassert his economic policies.  His visit 

to the Shenzhen SEZ in particular was viewed by many as an endorsement of its success 

and a precursor to broadened economic liberalization within the nation as a whole 

(Naughton 2007).  After this visit, it was established that the Chinese economic system 

had truly become a market economy with socialist characteristics (Guthrie 2006). 
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The series of speeches Deng made served to garner popular support for reform as 

well as to dissipate any investor uncertainty about the direction of Chinese economic 

reforms in the wake of the 1989 Tiananmen protests.  Aside from public 

pronouncements, what was also important in the minds of foreign investors was that 

China by the early-1990s had spent over a decade gaining credibility, developing 

experience with open markets, and building the necessary institutional infrastructure to 

support investment.  After Deng’s statements assuaged global investors regarding the 

overall policy direction of economic reforms, FDI increased quickly because the 

institutional framework and investment-amenable policies had already been established 

(Naughton 2007). 

 

Decentralization of State Power 

Urban development within China has also been shaped by economic reform 

through the decentralization of state power (Logan 2002).  In combination with the 

increased market-orientation of the economy and global investment, new relations have 

gradually developed between municipalities and the central government in Beijing.  

Decision-making is no longer entirely the province of central planners, but has instead 

been transferred to local governments and enterprises (Lin 1999).  SEZs are one example 

of decentralization in that they were granted fairly high levels of administrative 

autonomy.  For example, the initial four SEZs were permitted to keep much of the tax 

and customs revenue generated within their zones, a generous stipulation at the time 

(Naughton 2007). 
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An example of decentralization is land use planning, with one such provision – 

the 1989 City Planning Act – giving full authority for urban development to respective 

municipal planning authorities (Logan 2002).  The City Planning Act also mandates that 

municipal governments prepare long-term urban plans, administer land use and building 

permits, and execute controls on urban development (Friedmann 2005).  In addition to 

planning functions, administrative tasks such as financial management and foreign trade 

are now under the authority of municipal and urban district-level governments in major 

cities like Shanghai (Wu 2000). 

Additionally, lower levels of government (e.g., the provincial level) have 

established numerous preferential investment areas or zones of their own.  This has 

resulted in a multitude of development zones throughout China that reflects differing 

interests at work within the state political system, with investment zones not only 

established by different levels of government, but also different areas of the state.  While 

the State Council is responsible for national-level investment zone designations, different 

government ministries (e.g., the Ministry of Foreign Trade and Economic Cooperation, 

the State Science and Technology Commission) each have administrative authority to 

establish their own investment and development zones, which serves to enhance their 

influence and their own interests within the bureaucratic structure of the Chinese state 

(Yang 1997).  Thus, while SEZs have garnered much of the recognition for China’s 

economic success as an exporter, preferential treatment through different forms of 
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governmental policy and reform has extended through the entire region of China’s coastal 

cities and provinces (Naughton 2007)22. 

 

Variation in Regional Development 

At the inception of economic reforms in 1978, the Chinese government made a 

conscious decision to privilege some areas or regions of the country over others.  More 

specifically, regional development policies favored the eastern, coastal region of China at 

the expense of the central and western regions, effectively dividing the nation into three 

separate parts (Yang 1997).  With the success of the early reform experimentation with 

SEZs, by the mid-1980s Chinese policy makers clearly recognized the importance of 

developing an export production oriented economy.  On a broader level, this led them to 

endorse a Coastal Development Strategy, whereby firms in all coastal provinces were 

now permitted to enter export-processing contracts with non-Chinese partners.  At around 

this time, foreign investment in China’s coastal cities and provinces began to increase 

substantially (Naughton 2007).  Foreign direct investment has been predictably skewed 

towards the coastal area of China.  By 1999, 85 percent of all FDI was concentrated in 

the eastern, coastal regions of the country.  Since that time, the central and western parts 

of China have progressively been trying to “catch up” in terms of relative FDI levels 

(Chow 2007). 

                                                 
22 Yang (1997) raises an important point in noting that although the coastal region was the clear beneficiary 
in terms of reform policies initiated by the state, even without such treatment the coastal provinces still had 
advantages over the central and western regions of China due to their geographic proximity to major 
international markets in Hong Kong, Taiwan, Japan, and South Korea.  These markets served not only as 
destinations for consumer exports, but also as sources of direct investment into China. 
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A “ladder-step doctrine” was thus established, in which initial advantage in 

development priority would be placed upon coastal cities such as Shanghai and 

Shenzhen, with the idea that such cities would prosper first.  Growth would eventually 

emanate from such core areas to more peripheral regions of China, and the regions would 

subsequently be linked to one another via regional interdependencies (Friedmann 2005).  

Since the coastal, central, and western regions of China varied significantly in preexisting 

levels of economic development, the doctrine argued that capital and other resources 

should initially be concentrated in the more advanced coastal region.  Thus, the larger 

coastal cities were encouraged to “get rich first” (Wei 2000:21).  This was considered 

essential if China was ever going to modernize and be economically competitive with 

other East Asian nations.  Once the coastal region was sufficiently developed, then 

development efforts could be concentrated on the central region, and finally the western 

region would receive government attention after both the coastal and central regions have 

established themselves (see Figure 3-2) (Yang 1997; Wei 2000). 
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Figure 3-2:  Ladder-Step Doctrine of Regional Development in China 

 

Source: Friedmann (2005) 

 

 The ladder-step development approach had the predicted effects.  In the period of 

economic liberalization, significant regional inequality has resulted, with the coastal 

cities being the greatest beneficiaries of economic reform and foreign investment, while 

the central and western regions of China have lagged behind.  In particular, development 

progress has been most pronounced in two core regions: the Pearl River Delta (i.e., Hong 
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Kong, Shenzhen, Guangzhou) and the Yangtze River Delta (i.e., Shanghai) (Friedmann 

2005).  This has dovetailed nicely with the logic of the doctrine.  In arguing that the 

coastal region was already endowed with significant industrial qualifications in terms of 

technology and human resources, it would be much easier to convert it into a 

manufacturing center and export base for China (Yang 1997).  The coastal cities in 

particular would serve as “growth poles” or “engines of growth” (Yang 1997:28) for 

leading China’s economic development. 

Central government policies during the early reform years clearly favored the 

coastal areas.  The policy decision by the Deng leadership to open China to foreign 

investment was perhaps the most significant means by which coastal cities came to reap 

regional advantages.  The carefully planned decisions to confer partial developmental 

autonomy to coastal areas were given under multiple guises: SEZs, open economic areas 

(e.g., the Pearl River Delta), free trade zones, and coastal open cities among them (Yang 

1997).  The SEZs were particularly significant among these.  Bearing the examples of 

Guangdong and Fujian in mind, SEZs such as Shenzhen served as test sites for economic 

reform.  Lessons that were learned in the SEZs were later transferred to other locales 

under the auspices of broader reform policies (Naughton 2007).  Wei (2000) summarized 

four key reasons why state policy decisions during the 1980s provided the coastal region 

with developmental advantages: 

1. More state investment funds were allocated to the coastal areas. 

2. The coastal region enjoyed greater tax breaks for exported goods, higher 

foreign exchange retention rates, and lower tariffs on imported goods. 
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3. Decentralization provided the coastal region a higher level of autonomy. 

4. Preferential policies favoring the coastal region further attracted labor and raw 

materials from interior regions. 

By 1984, a second thrust of liberalization began in China with the decree that 

fourteen coastal cities would be declared open cities, most notably Shanghai, Guangzhou, 

and Tianjin (Yang 1997; Wei 2000)23.  Each of the open cities also contained an 

Economic and Technological Development Zone (ETDZ), which carried very much the 

same functions as did SEZs (Naughton 2007).  In 1985, three Coastal Economic 

Development Zones (CEDZs) were named: 1) the Lower Yangtze Delta, 2) the Pearl 

River Delta, and 3) the Xiamen-Zhangzhou-Quanzhou Triangle.  Then in 1988, Hainan 

Island – which had formerly been part of Guangdong Province – became an autonomous 

province and subsequently China’s single largest SEZ (Yang 1997; Wei 2000). 

By the early-1990s and Deng’s southern tour, a third wave of liberalization was 

symbolized by the opening of another noteworthy SEZ, the Pudong New Area in the 

eastern portion of Shanghai.  Pudong was significant as an SEZ because it was 

established within Shanghai, the nation’s most populous and developed city.  This period 

also marked the introduction of another 18 new ETDZs throughout China (Naughton 

2007).  By the late-1990s, approximately half of Chinese cities and counties had been 

opened up to foreign investment and trade due to reform policies (Wei 2000).  As of 

2003, there are over 100 official investment zones of varying kinds that have been 

                                                 
23 The fourteen coastal open cities named in 1984 were 1) Dalian, 2) Qinhuangdao, 3) Tianjin, 4) Yantai, 5) 
Qingdao, 6) Lianyungang, 7) Nantong, 8) Shanghai, 9) Ningbo, 10) Wenzhou, 11) Fuzhou, 12) Guangzhou, 
13) Zhanjiang, and 14) Beihai (Yang 1997). 
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established by the Chinese government, some of which do overlap with one another (see 

Table 3-3) (Naughton 2007)24. 

 

Table 3-3: Distribution of Investment Zones within China, 2003 

Type Frequency 
Special Economic Zones (SEZs) 6 
Economic and Technological Development Zones (ETDZs) 54 
High-Technology Development Zones 53 
Bonded Zones 15 

 
Source: Naughton (2007:410). 
 

CONCLUSION 

 

 In this chapter I aimed to provide the necessary background to fully comprehend 

the scope of economic reforms in the PRC since the late-1970s.  I considered both the 

how the economic reform process came about, and the varying outcomes of the reform 

decisions made by the Chinese government.  Having at least a cursory understanding of 

these reforms is, I feel, essential for coming to terms with how major Chinese cities have 

grown and evolved over the succeeding decades. 

Inextricably tied with these economic reforms has been the urban and regional 

development within China during this period.  Reform policies have manifested 

themselves concretely with the advent of varying economic and investment zones 

throughout the country, most notably the SEZs concentrated in South China that were the 

primary starting point of the reform process.  More specifically, what happened in each of 

                                                 
24 As described by Naughton (2007), Bonded Zones are areas “in which commodities can be legally parked 
‘outside’ the country’s custom borders” (p. 410). 
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the major Chinese cities that I studied?  While Shenzhen was a site for one of the initial 

SEZ, did other cities have similar economic and investment zones to spur their 

development?  Is the development of such zones a causal precondition to becoming a 

global city?  Did the Chinese state formulate deliberate strategies to develop certain 

major cities into global cities?  These are some of the questions I aim to address in the 

following chapters. 

Looking ahead in my dissertation, Chapter Five will begin my discussion of the 

individual cities, with the chapter specifically focusing upon the Greater Pearl River 

Delta region where the aforementioned southern cities are located.  The cities of the 

Greater Pearl River Delta – Hong Kong, Guangzhou, and Shenzhen – are very important 

in the respect that these cases were the vanguard of economic liberalization within the 

PRC during the late-1970s and early-1980s.  In the next chapter however – Chapter Four 

– I wish to focus more specifically upon the research methodology that I employ in this 

study. 
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CHAPTER 4: RESEARCH METHODOLOGY 

 

 In order to address the research questions and propositions of this study, my 

dissertation will consist of a comparative case study of the post-reform development of 

major Chinese cities.  In this section, I review the basic methodology to be employed in 

my research, the comparative case study method.  Further, I will discuss how I will use 

empirical indicators to operationalize global city status based upon existing secondary 

data. 

 

COMPARATIVE CASE STUDY METHOD 

 

Logic of Comparative/Case-Oriented Approach 

 Choosing to conduct a case study in the social sciences represents a deliberate 

choice of research strategy.  The case study approach is useful when, as a researcher, one 

wants to explicitly consider contextual conditions that may significantly impact the 

phenomena being studied.  This is in line with case-oriented social research more 

generally, where theoretical and substantive knowledge is seminal in the selection of 

cases and for the identification of potential causal factors (Ragin 2004). 

In large part, deciding upon the utilization of a case study approach can be 

predicated upon the sort of research questions being asked.  As a method for analyzing 

and collecting empirical evidence on social phenomena, the case study is particularly 

useful for answering explanatory research questions of “what,” “how,” or “why.”  Cases 
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are considered by case-oriented researchers “as meaningful but complex configurations 

of events and structures” (Ragin 2004:125) to be explained.  Whether the research is 

intended to be exploratory or, for the purposes of this study, more explanatory in form, 

the case study is an appropriate method.  An explanatory case study as I intend to conduct 

seeks to explicate mechanisms or linkages that need to be traced over the course of time. 

In their methodological treatise on case study research in the social sciences, 

George and Bennett (2004) elaborate four distinctive strengths of the case study method 

in developing theories and testing research hypotheses.  According to George and 

Bennett (2004), case studies specifically allow for: 

1. Conceptual validity.  Through case studies, researchers are better able to 

recognize and measure the empirical indicators for a given concept.  By 

confining oneself to a small number of cases, a researcher is thus able to 

achieve high levels of conceptual validity. 

2. Formulation of new hypotheses.  Case studies are amenable to the heuristic 

exploration and subsequent development of new hypotheses.  In particular, 

through the process of collecting data and by considering deviant/outlying 

cases, a researcher is afforded a greater opportunity to develop new 

hypotheses than in, for example, traditional quantitative analyses of existing 

data sets. 

3. Exploration of causal mechanisms.  By studying individual cases in great 

detail, a researcher is better able to examine the underlying processes and 

causal mechanisms.  By considering a large number of contextual and 
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intervening variables, a case study researcher is able to trace the necessary and 

sufficient conditions for the existence of a given causal mechanism. 

4. Analysis of complex causal relations.  Equifinality, or multiple causal paths 

having the same case outcome (Gerring 2007) and complex interactions 

effects are more amenable to examination in case study research.  By having 

some degree of case equifinality – as this study does – contingent 

generalizations can be made for how different causal effects lead to the same 

outcome in multiple cases. 

 Further, due to a lack of control over behavioral events (cf., experimental or 

quasi-experimental research) and a focus on more contemporary, rather than past 

historical, events, the case study method is a preferred research strategy.  While there can 

be some overlap with historical or comparative-historical research, the case study 

approach allows for direct observation of the phenomena being studied as well as 

additional empirical evidence (e.g., interviews, archival documents) that can potentially 

be employed and utilized. 

 

Methodological Concerns 

The case study method shares many of the same methodological concerns as 

qualitative, case-oriented, “small-N” research more generally.  Among these is the 

concern for elaborating the universe of cases.  As Munck (2004) states: 

Ideally, there is a close interaction between the investigator’s understanding of this 

universe and choices about the theory that guides the study, the specific hypotheses to be 
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investigated, the approach to measurement that is adopted, and the selection of cases for 

analysis. (P. 107) 

One means for assessing the strength of fit between hypotheses and cases is to 

assume and test for causal homogeneity.  By this, a researcher uses contextual theoretical 

and substantive knowledge to identify whether causal processes that are considered in the 

hypotheses are similar in form and significance across cases (Munck 2004).  As Ragin 

(2004) succinctly states, this means “social phenomena in like settings may parallel each 

other sufficiently to permit comparing and contrasting them” (p. 125).  Thus, in the 

course of this study, I began with the assumption that the universe of relevant cases (i.e., 

major Chinese cities) is similar enough to allow for meaningful comparisons. 

In case-oriented research, this may also entail the use of typologies as a means of 

identifying groups of cases that may share causal homogeneity, but may be causally 

heterogeneous in comparison to other groups of cases.  Typologies play a useful role in 

allowing for meaningful comparisons across the universe of cases where causal 

heterogeneity may exist (Munck 2004; Ragin 1987).  In the course of my research, this 

entails the development of typologies based – for example – upon the varying paths 

different cities have taken to achieve global city status, or on the relative level of power 

different global cities have within the world economy. 

In line with other case-oriented research (Ragin 1987), I aim for this analysis to 

be both historically interpretive and causal-analytic in form.  That is, through 

accumulating significant substantive knowledge on each of the cases, I aim to account for 

the developmental trajectory of each global city, being sensitive to context and historical 
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chronology.  Further, I attempt to generate some limited generalizations based on the 

causal mechanisms that can be observed within the selected cases, which can thus 

contribute to further theoretical development on global cities within the discipline. 

For all of the strengths that the comparative case study method has to offer, there 

are a number of prospective problems and limitations associated with conducting such 

research.  Many of the critiques that currently exist of case study research – and some are 

documented below – help to explain why the method is still relatively underutilized in 

sociology and the social sciences more generally.  These are concerns that I, or any other 

case study researcher, need to account for in conducting such an analysis. 

 One perceived limitation of the case study method is that is lacks sufficient 

methodological rigor.  It is sometimes considered akin to a methodological “free-for-all” 

where the constraints of conventional social science do not apply.  Others have also 

traditionally characterized case study research as akin to an “art form” due to the 

descriptive and explanatory richness generated by its findings, and, by implication, as not 

truly rigorous and methodical social scientific analysis (Gerring 2007).  More 

specifically, case studies in the social sciences are still often identified as inquiries 

characterized by case selection bias, undisciplined research design, and nongeneralizable 

theories (Gerring 2007).  Case selection bias in particular is one of the most common 

critiques of case study research (George and Bennett 2004). 

However, the systematic error that results in conventional statistical analysis 

when cases are self-selected, from a non-representative sample, or along the dependent 

variable are not of the same concern in case study research.  In particular, case study 
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researchers often “select on the dependent variable” by choosing cases with the same 

outcome to analyze.  By selecting cases with equivalent – or near-equivalent – outcomes, 

case study researchers can more readily identify which variables are necessary and/or 

sufficient conditions for a given outcome, as well as the potential causal paths and 

mechanisms leading to the dependent variable (George and Bennett 2004). 

In addressing the critique that case studies present non-generalizable theories, it 

must be emphasized that case study researchers should not be attempting to select cases 

that are representative of diverse populations.  More appropriately, a case study is making 

claims and generating theories are only contingently generalizable.  One of the clear 

attractions of the case study method is that by examining a comparatively small number 

of cases, causal explanations are “rich” and explanatory theories are parsimonious 

(George and Bennett 2004).  Many of the claims and causal explanations may – or may 

not – be generalizable to cities in a different country, a different part of the world, or even 

to all global cities as a whole.  However, the theories that are generated in this study will 

be contingent and solely applicable to cities in the Chinese context of my research. 

 

CASE SELECTION AND ANALYSIS 

 

 In case study research, part of the selection of cases is the implicit understanding 

that each case warrants specific, focused analytic attention, and that each case chosen is 

theoretically and/or substantively significant in some way.  The selected cases must meet 

the necessary criterion of relevance to the research objective(s) of the study (George and 
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Bennett 2004).  A case is not merely an empirical unit as an event or situation, it is 

important due to its cultural or historical significance and how it relates to an analytical 

category or theory of concern (Wieviorka 1992). 

 There are various sources of evidence that can be analyzed in conducting case 

study research.  My research will draw upon the existing research on each of the cities 

individually, as well as relevant studies on the economies and state policy decisions of 

China and pre-handover Hong Kong during the post-reform period from the late-1970s to 

the present.  In addition, I use available secondary data to address the question of how 

each of these places achieves, or does not achieve, global city status.  As noted above, I 

formulate a definition of a global city by operationalizing various indicators available 

among secondary data sources.  More specifically, this further entails a fuzzy-set 

qualitative comparative analysis (fs/QCA) (Ragin 2000, 2008; Rihoux and Ragin 2009) 

in which I: 

1. Select the seven largest Chinese cities in 1980 in terms of population, with a 

minimum population size of three million25.  Tables 4-1 and 4-2 list the most 

populous cities within the People’s Republic of China – including Hong Kong 

– for the years 1980 and 2005, respectively. 

2. Within the fs/QCA26, identify potential causal conditions leading to global 

city status over the post-reform period by comparing data on those cities that 

                                                 
25 Shenzhen is an eighth city included in this analysis as well, for substantive and theoretical reasons 
explained below, although its population in 1980 was approximately 337,000 (Population Division of the 
Department of Economic and Social Affairs of the United Nations Secretariat 2007). 
26 The fs/QCA will incorporate only mainland Chinese cities and not Hong Kong.  I wish to consider the 
impact of the Chinese nation-state on the development of these cities over the post-reform period.  Since 
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have successfully achieved global city status versus those cities that are 

simply major cities within a Chinese or East Asian regional context. 

 

Table 4-1: Most Populous Cities in China (including Hong Kong), 1980 

Rank City Population 

1 Shanghai 7,608,000 

2 Beijing 6,448,000 

3 Tianjin 5,163,000 

4 Hong Kong 4,609,000 

5 Shenyang 3,913,000 

6 Wuhan 3,072,000 

7 Guangzhou 3,005,000 

 
Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

Table 4-2: Most Populous Cities in China, 2005 

Rank City Population 

1 Shanghai 14,503,000 

2 Beijing 10,717,000 

3 Guangzhou 8,425,000 

4 Shenzhen 7,233,000 

5 Wuhan 7,093,000 

6 Hong Kong 7,057,000 

7 Tianjin 7,040,000 

 
Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

                                                                                                                                                 
Hong Kong did not become officially part of China until the 1997 handover, it will only be included in the 
individual case study presented in Chapter Five. 
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Fs/QCA represents a comparative methodology for analyzing the cases in this 

study.  It is principally useful as a form of case-oriented research that it is oriented to the 

“small-N” analysis of a limited number of cases.  The fuzzy set approach – and QCA 

methods more generally – permit a researcher to study cases as configurations, examining 

how multiple factors combine to generate particular outcomes.  In other words, fs/QCA 

illustrates how the values that cases have on a number of variables of interest can 

potentially combine to form unique types, or configurations of cases.  Fuzzy sets are also 

useful in their ability to recognize that cases vary in the degree to which they can satisfy 

given empirical characteristics.  By assigning set-membership scores (e.g., “full” or 

“partial”) for the degree of membership within a category, fs/QCA permits a researcher to 

assess the diversity of cases with respect to their degree of membership within particular 

categories (Ragin 2000, 2008; Rihoux and Ragin 2009). 

 

CONCLUSION 

 

 The primary goal of this chapter was to provide a methodological overview of 

how I wish to study the post-reform development of major Chinese cities.  I discussed the 

underlying logic behind the comparative case study that I engage in, as well as the some 

of the methodological considerations associated with such research.  I then proceeded to 

an overview of the case selection process and the analysis I perform, more specifically 

the fs/QCA that will be presented in Chapter Nine.  Also in Chapter Nine, I will introduce 

the causal variables used in my analysis to consider why some major Chinese cities 
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became global cities and some did not.  In the next chapter, I begin my in-depth 

examination of the cases by documenting the economic and urban development of the 

three major cities in the Greater Pearl River Delta Region: Hong Kong, Guangzhou, and 

Shenzhen. 
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CHAPTER 5: HONG KONG, GUANGZHOU, AND SHENZHEN 

 

The Greater Pearl River Delta region in southern China – which encompasses 

Hong Kong, Guangzhou, and Shenzhen – represents arguably the most prosperous area of 

the country since the inception of economic reforms in 1978 (see Figure 5-1).  Between 

Hong Kong and the provincial capital of Guangzhou, the Pearl River Delta represents a 

roughly 75-mile extension of land that changed from being predominantly rural to an 

urban megalopolis in a period of approximately 25 years.  Two entirely new cities have 

developed in this area – Dongguan and Shenzhen – that groups together a string of four 

major cities, each with a population of over six million people (Naughton 2007). 

Hong Kong had a relatively long history of economic success as a colonial city-

state under British rule prior to that time, and has continued to maintain that prosperity in 

the decades since, even with its reintegration into the People’s Republic of China in 1997 

as a Special Administrative Region (SAR).  Shenzhen and Guangzhou have had much 

different developmental experiences in the last thirty years.  Guangzhou, the capital of 

Guangdong Province, is the third-largest metropolitan area in mainland China as of 2005.  

It has a long history as a foreign trading port and major metropolis of South China.  

Shenzhen itself perhaps best symbolizes the explosive urban development within China 

during the post-reform period.  Directly adjacent to Hong Kong, Shenzhen was a 

comparatively small fishing and agricultural city with a population of approximately 

337,000 in 1980.  In the succeeding decades, Shenzhen has evolved into a bustling, 

modern industrial center with a population of over 7.2 million as of 2005 (Orum and 
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Chen 2003; Population Division of the Department of Economic and Social Affairs of the 

United Nations Secretariat 2007). 

 

Figure 5-1: Map of Greater Pearl River Delta Region 

 

Source: So (2004) 
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 As I will do for all of the cases/cities in the study, in this chapter I document the 

comparative development of each of the three cities within a regional context.  I do this 

for a number of reasons.  Most importantly, it is impossible to consider the recent 

developmental histories of these cities in isolation from one another.  In this chapter for 

example, the urban development of Shenzhen is inextricably linked to that of Hong 

Kong, and Hong Kong’s changing economic functions are a direct consequence of the 

presence of both Shenzhen and Guangzhou during the post-reform period.  Similarly, the 

recent developmental history of Guangzhou overlaps significantly with that of Shenzhen.  

As a whole, there are considerable interconnections between the three cities within the 

Greater Pearl River Delta region.  There are parallel regional dynamics at play with 

respect to the Chinese cities covered in the following two chapters as well, though to a 

lesser extent.  Thus, it makes both theoretical and logical sense to present these cities 

both individually, and in a regional context. 

 Since Chinese economic reform commenced in the late-1970s, Hong Kong and 

the adjacent cities within Guangdong Province have developed into an urban mega-

region that draws upon each city’s complementary strengths in order to achieve 

significant economic growth (Smart 2002).  With its manufacturing functions being 

largely relocated to the mainland Pearl River Delta, Hong Kong has evolved to become 

the finance and services center for the larger South China region.  As integration between 

Hong Kong and the mainland has increased in recent decades, new conceptions of the 

geographic region have also come to the fore.  Perhaps the most common is that of the 
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Greater Pearl River Delta region, a megalopolis that spreads from Hong Kong to 

Guangzhou, with economically vital cities such as Macau, Shenzhen, and Dongguan in 

between.  The Greater Pearl River Delta Region thus includes the mainland cities of the 

Pearl River Delta, plus the Hong Kong and Macao SARs.  The area can be considered as 

both a functionally integrated economic system and a rapidly expanding urban mega-

region, with Hong Kong serving the central function of linking the region to the rest of 

the world, both geographically and economically (So 2004). 

 The Pearl River Delta region has developed into one of the most important 

economic areas in mainland China.  It is one of three main regions documented in this 

study – including the Yangtze River Delta region around Shanghai, and the Bohai Rim 

anchored by Beijing and Tianjin – that have been the driving forces behind China’s 

remarkable economic growth during the post-reform period.  While Guangdong Province 

and the Pearl River Delta more generally were economically and politically marginal 

prior to the onset of reform, that situation changed dramatically after 1979.  Regionally, 

the area became the main target of export-oriented foreign investment and it came to take 

a lead role in export manufacturing and development, coming to dominate Chinese 

production in key industrial sectors (Enright et al. 2005). 
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HONG KONG 

 

Pre-Reform Background 

 Hong Kong has a long and varied history as an economic center of East Asia.  For 

much of this time it has served as an entrepôt, or trading hub.  After defeating China 

during the Opium War of the mid-nineteenth century, Great Britain claimed the island of 

Hong Kong as a colony in 1842.  Britain subsequently added Kowloon peninsula in 1860 

and the New Territories in 1898 (So 2004).  For the over 150 years that Hong Kong was 

under British administrative governance, it adopted a number of different economic roles 

(Enright, Scott, and Chang 2005).  Under colonial rule, Hong Kong first became an 

entrepôt of the first order, accommodating a high volume of British-Chinese trade.  It had 

the geographic advantages of an ideal natural harbor, as well as its strategic location 

along the South China coast.  As an entrepôt, Hong Kong’s main function was to handle 

goods from China for reexport as well as importing goods for further transport to South 

China and Southeast Asia.  Hong Kong continued to perform its entrepôt role up until the 

Chinese Communist Revolution in 1949 (So 2004). 

By the 1950s and the founding of the PRC, Hong Kong’s entrepôt function 

dissipated as the PRC isolated itself from the rest of the global economy.  As a result, 

Hong Kong subsequently transformed itself into the trade and maritime center of the 

larger Asia-Pacific region (Enright et al. 2005).  While serving as a major hub, it 

concurrently developed an advanced institutional framework of finance and commerce in 

order to support trade activities.  There was a significant presence of international 
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commercial shipping and insurance companies in Hong Kong by this time.  Thus, up to 

the mid-twentieth century of its colonial history, Hong Kong’s economy was dependent 

on foreign trade activities and had fairly little manufacturing activity (So 2004). 

 The 1949 Revolution in China led to efforts by the United States government to 

build a robust, capitalist East Asia to restrict the spread of Communism.  By providing 

American economic assistance, industrial contracts, and open domestic markets, the U.S. 

helped to promote the development of what became the East Asian Newly Industrialized 

Economies (NIEs).  Hong Kong was part of this political and economic nexus and 

subsequently became one of a number of East Asian countries (e.g., Taiwan, South 

Korea) that came to provide mass quantities of consumer products to the U.S. and other 

Western countries.  In return, the NIEs came to receive such benefits as technology and 

investment capital from the West.  Global political dynamics thus altered Hong Kong’s 

economic functions dramatically, compelling it to shift its orientation regionally towards 

industrialized Western markets by the late-1950s (So 2004). 

 By the early-1970s, Japan had reemerged as a regional economic power in East 

Asia.  Due to escalating costs of domestic production, many Japanese companies began 

to expand their production operations to nearby NIEs, including Hong Kong.  Japanese 

firms would thus supply needed components and machinery for NIE producers, who 

would in turn manufacture toys, televisions, and other consumer goods for Western 

markets.  Such an East Asian regional division of labor came to dictate Hong Kong’s 

economic role during much of the 1970s as well (So 2004).  The Hong Kong economy of 

the 1960s and 1970s was therefore centered primarily upon labor-intensive light 
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manufacturing and service functions related to trade and transportation (Enright et al. 

2005). 

 

Post-Reform Development 

 Hong Kong’s population has grown steadily since the initiation of economic 

reforms in the mainland (see Figure 5-2).  In 1980, the city had a population of roughly 

4,609,000.  Had it been officially part of the PRC at the time, Hong Kong would have 

comprised the country’s fourth-largest city.  The largest relative gains in population were 

directly after the onset of mainland reforms during the 1980s.  The Hong Kong 

population increased by 10.0 percent between 1980 and 1985, and then by 12.0 percent 

between 1985 and 1990.  The level of growth has decreased since, with Hong Kong 

experiencing a 5.9 percent population increase between 2000 and 2005.  This gives the 

Hong Kong SAR an estimated population of 7,057,000 as of 2005, making it the sixth-

largest city in China (Population Division of the Department of Economic and Social 

Affairs of the United Nations Secretariat 2007). 
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Figure 5-2: Hong Kong Population, 1980-2005 
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Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

Hong Kong’s Relationship with Post-Reform China.  Once economic reform in 

the PRC was initiated in the late-1970s, Hong Kong’s economic role changed 

dramatically.  By this time, rising land costs and wages were making Hong Kong 

decreasingly competitive as a manufacturing location.  Industrial firms who made up the 

backbone of the economy in the 1970s could no longer afford to maintain operations in 

Hong Kong.  As the financial and service sector expanded during the 1980s and 1990s, 

Hong Kong industrial firms came to relocate their labor-intensive production activities to 

the adjacent Pearl River Delta in order to reduce costs.  This often resulted in export-

processing or outward processing agreements between a Hong Kong investor and a 

Chinese partner, as discussed in Chapter Three.  The Hong Kong firm would provide 

parts, machinery, as well as product design and marketing services, while the Chinese 

manufacturer would provide labor and production facilities.  One early-1990s estimate 
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was that there were 20,000 Hong Kong firms in export-processing agreements in 

Guangdong, with these partnerships employing more than two million Chinese workers 

(So 2004; Enright et al. 2005). 

Hong Kong firms were able to capitalize on economic reform by relocating their 

manufacturing activities to the mainland Pearl River Delta region, allowing the 

knowledge-based manufacturing support activities to be based in Hong Kong.  Industrial 

firms therefore transformed their emphases from purely manufacturing to outward 

processing with a focus on product design, marketing, and managerial functions.  

Companies thus found it to be much more financially viable to manage and coordinate 

manufacturing production from Hong Kong, rather than to actually engage in production 

within Hong Kong (So 2004; Enright et al. 2005). 

With its extensive experience with international trade, its financial connections 

and other service functions, Hong Kong was well situated for its new role as a catalyst or 

intermediary for mainland investment and trade activity (So 2004).  Even during previous 

decades when it assumed more of a manufacturing role, Hong Kong’s economy was still 

dominated by the service sector, with services accounting for at least two-thirds of GDP 

(Enright et al. 2005).  In addition to Hong Kong’s importance as a service center was its 

reemergence as an entrepôt for trade with China and East Asia more broadly.  The 

majority of China’s total exports came to be consumed, transshipped, or reexported by 

Hong Kong27.  Further, a great deal of the goods imported to the PRC originated from 

Hong Kong, much of this consisting of raw materials and components used for 

                                                 
27 Goods that are reexported have to clear the customs of an entrepôt upon both import and export, while 
goods that are transshipped do not need to clear the customs of the entrepôt at all (So 2004). 
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processing and manufacturing operations in mainland areas such as the Pearl River Delta 

(So 2004). 

 

 Hong Kong as a Global City.  With the opening of the mainland due to economic 

reform, Hong Kong also became the de facto financial center of China.  Much of the total 

foreign capital investment received by China came to originate from Hong Kong.  By 

2003, of the $828 billion of cumulative contracted investment in mainland China, over 45 

percent ($373 billion) has originated from Hong Kong.  Additionally, Hong Kong 

companies have largely coordinated infrastructure investment and property development 

in the mainland, which have been necessary conditions for the modernization of the 

Chinese economy.  Such infrastructure projects include highways, toll roads, bridges, and 

power plants in various provinces across the PRC (So 2004; Enright et al. 2005). 

Due in large part to its importance for China-related investment, during the 1980s 

Hong Kong evolved to become – with Tokyo – a major financial center within East Asia.  

Its financial and business service specialties include all of those associated with the 

economic coordination and control functions of global cities28 (Enright et al. 2005).  By 

the end of 2008, the Hong Kong Stock Exchange had 1,261 companies listed with a 

market capitalization of $1.3 trillion, the seventh-largest figure worldwide and the third-

largest market capitalization in East Asia after the Tokyo and Shanghai exchanges 

(World Federation of Exchanges 2009a, 2009b).  By the mid-1990s, more than 170 

                                                 
28 Enright et al. (2005:24) list the following functions as comprising the financial and business services 
cluster of Hong Kong: private banking, fund management, corporate finance, currency trading, insurance, 
venture capital finance.  These functions also include ancillary business services such as law, accounting, 
management consulting, public relations, advertising, and IT support. 
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foreign banks and over 1,000 regional headquarters from MNCs around the world were 

stationed in Hong Kong (Meyer 2000; So 2004).  As of the early-2000s, Hong Kong had 

established itself as the main site for regional headquarters locations within the Asia 

Pacific region.  Hong Kong held a wide margin over the second most popular regional 

headquarters city – Singapore – and had nearly three times as many headquarters as 

Tokyo, nine times that of Sydney, and approximately twelve times as many as either 

Shanghai or Beijing (Enright et al. 2005). 

With the initiation of reforms by the PRC government, Hong Kong’s economy 

has consistently grown in the past few decades.  As Figure 5-3 illustrates, annual real 

GDP growth averaged 7.4 percent from 1980 to 1989, 3.6 percent from 1990 to 1999, and 

5.0 percent from 2000 to 2008 (Census and Statistics Department, Hong Kong Special 

Administrative Region 2009a).  The only significant exception to the upward trend in 

Hong Kong’s economic growth was the Asian financial crisis that started in mid-1997 

(Enright et al. 2005).  Originating in Thailand, the crisis spread to other countries such as 

South Korea, Indonesia, Malaysia, and Hong Kong in short order.  It consisted primarily 

of a mass exodus of foreign capital from these states, falling currency and real estate 

values, bank failures, as well as mass layoffs (So 2004).  This had a severe economic 

impact on Hong Kong’s economy.  Hong Kong’s real GDP contracted by 6.0 percent in 

1998, in comparison to real GDP growth of 5.1 percent the previous year.  This 

represented the steepest percentage change decline in real GDP during the period from 

1967 to 2007 (Census and Statistics Department, Hong Kong Special Administrative 

Region 2008b).  The impact of the Asian financial crisis was unexpected by many in 
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Hong Kong, who underestimated the links between the city’s economy and that of 

Southeast Asia (Enright et al. 2005). 

 

Figure 5-3: Hong Kong Real GDP, 1980-2008 (in 2007 Hong Kong Dollars) 
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Source: Census and Statistics Department, Hong Kong Special Administrative Region (2009a). 
 

With its transition to a financial and service center, Hong Kong exhibited the rise 

in tertiary sector employment characteristic of global cities.  As Table 5-1 indicates, the 

proportion of Hong Kong workers in manufacturing has decreased dramatically since 

1980, whereas the service sector has correspondingly increased.  By the 2000s, over 80 

percent of the Hong Kong workforce was employed in the service sector29.  When 

looking more specifically at the percentage of workers employed in the sectors of 

finance, insurance, and real estate (FIRE) which are central to global city command and 

                                                 
29 The service sector comprises four categories of workers: 1) wholesale, retail and import and export 
trades, restaurants and hotels; 2) transport, storage and communications; 3) financing, insurance, real estate 
and business services; and 4) community, social and personal services (So 2004; Census and Statistics 
Department, Hong Kong Special Administrative Region 2008a). 
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control functions, the numbers have continued to increase in Hong Kong since the 1997 

transition (see Table 5-2).  For some perspective, Table 5-330 indicates the relative share 

of employment in specific FIRE sector industries for Hong Kong in comparison to major 

global cities New York, London, and Tokyo.  While the FIRE sector constitutes an 

important dimension to Hong Kong’s global city functions, its share of employment in 

banking, finance, and insurance is not nearly as high as it is within the highest echelon 

global cities. 

 

Table 5-1: Hong Kong Employment Distribution, Percentage by Industry Sector 

Sector 1980 1985 1990 1995 1999 2003 2007 
Manufacturing 39 33 26 33 7 8 6 
Services 35 43 53 72 82 83 86 

 
Sources: So (2004:226); Census and Statistics Department, Hong Kong Special Administrative Region 
(2008a:23). 
 

Table 5-2: Hong Kong Employment in Finance, Insurance, and Real Estate (FIRE) Service Sectors 
 

 1997 2002 2007 
Number 405,100 474,900 548,000 
Percentage of Total 12.8 14.8 15.7 

 
Sources: Census and Statistics Department, Hong Kong Special Administrative Region (2008a:23). 
 

                                                 
30 Data on the relative share of employment in the insurance sector was unavailable for Tokyo in 1997 and 
London in 1999 (Sassen 2001).  The Hong Kong figures were based on author’s calculation of percentage 
share of employment in banking plus employment in other financial services (e.g., stock brokerages, asset 
management, finance leasing, and investment and holding companies) (Census and Statistics Department, 
Hong Kong Special Administrative Region 2009c). 



 115

Table 5-3: Global City Employment, Percentage Share in Selected FIRE Service Sectors 
 

Year City Banking and Finance Insurance 

1997 
New York 8.8 3.8 

Tokyo 5.7 — 
Hong Kong 4.4 1.0 

1999 
London 8.4 — 

Hong Kong 4.2 1.3 
 

Sources: Sassen (2001:134); Census and Statistics Department, Hong Kong Special Administrative Region 
(2009c). 
 

 The importance of the tertiary sector to Hong Kong’s economic growth in recent 

decades is further reinforced by considering its relative percentage of overall GDP (see 

Figure 5-4).  The proportion of economic activity in the service sector to the total GDP in 

Hong Kong has increased steadily over the last three decades.  From 1980 to 1986, the 

share of service activity ranged between 68 and 70 percent of overall GDP.  The 

tertiarization of the Hong Kong economy increased significantly beginning in the late-

1980s and continues to the present day, with the share of service sector activity 

comprising over 90 percent of Hong Kong GDP from 2005 to 2007 (Census and Statistics 

Department, Hong Kong Special Administrative Region 2009b). 
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Figure 5-4: Service Sector Proportion of Hong Kong GDP 
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Source: Census and Statistics Department, Hong Kong Special Administrative Region (2009b). 
 

 Looking more specifically within the service sector at financial, insurance, and 

real estate related business activity, it is clear that these functions have continued to play 

an important role within the Hong Kong economy (see Figure 5-5).  The relative share of 

FIRE economic activity has fluctuated, but has averaged 20.9 percent of total GDP since 

1980.  Increases in the proportion of FIRE sector activity mirror increases in the overall 

share of service sector contributions to Hong Kong’s GDP from the mid-1980s until the 

mid-1990s.  A drop in FIRE activity occurred after 1998, likely a result of the Asian 

financial crisis of 1997-1998, but it has increased dramatically in recent years, from 22.1 

percent in 2005, 25.0 percent in 2006, up to 29.1 percent in 2007 (Census and Statistics 

Department, Hong Kong Special Administrative Region 2009b). 
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Figure 5-5: FIRE Sector Proportion of Hong Kong GDP 
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Source: Census and Statistics Department, Hong Kong Special Administrative Region (2009b). 
 

Post-Handover Hong Kong.  A number of important events during the late-1990s 

impacted Hong Kong and its standing as a global city.  Perhaps the most significant was 

the transition on July 1, 1997 from a British colonial city-state to a Special 

Administrative Region (SAR) of the People’s Republic of China.  Many observers, 

particularly in the West, feared that the transition would entail an authoritarian 

crackdown by the Chinese government in Hong Kong, with press censorship, political 

repression, and the like (So 2004).  Since the 1997 transition, none of these fears have 

come to materialize, in large part due to the agreements set in place through negotiations 

between the British and Chinese governments that were established in the 1984 Sino-

British Joint Declaration that secured the 1997 handover of Hong Kong (McDonogh and 

Wong 2005).  The “one country, two systems” rule settled upon by the Chinese central 

government has essentially protected Hong Kong and its economic and political 
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freedoms.  It has allowed Hong Kong to preserve its separate economic system, including 

its own currency and customs zone, as well as given it policy autonomy on most issues 

that impact the economy (Enright et al. 2005). 

 Shortly after the transition to Chinese sovereignty, the Asian financial crisis of 

1997-1998 also had a profound impact on Hong Kong.  While real GDP fell as a result of 

the crisis – as noted above – property prices and rents also dropped dramatically, Hong 

Kong Stock Exchange values fell, and unemployment reached a record high of 

approximately 6 percent.  As steep as the toll of the Asian financial crisis was on the 

Hong Kong economy, the city was able to weather the storm.  The Hong Kong SAR 

government had a strong economic base that left it more fortunate than other Asian states 

in responding to the crisis.  It was able to rely on its considerable fiscal and foreign 

exchanges reserves in order to effectively manage the challenges that the crisis presented 

(So 2004). 

 By the late-1990s, Hong Kong’s preeminence as a global financial and service 

center in the region was being contested by other East Asian cities.  Singapore for one 

emerged relatively unharmed by the Asian financial crisis, even more so than Hong 

Kong.  The Singapore government had taken steps, including the opening of a futures 

market that threatened to siphon off some of Hong Kong’s financial activity (Meyer 

2000; So 2004).  Also, Shanghai (as will be discussed in Chapter Six) had become an 

increasingly important economic player.  Numerous observers have continued to predict 

that Shanghai will eclipse Hong Kong as the dominant global city and financial center of 

China.  Such a projection is based on the expectation that exports originating from North 
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and Central China will increasingly be transported through Shanghai rather than Hong 

Kong, that increasing numbers of MNCs will establish headquarters locations in 

Shanghai, and that a “Shanghai clique” of Chinese leaders – including former President 

Jiang Zemin – wants to ensure that Shanghai’s economic importance comes to exceed 

that of Hong Kong (The Economist 2002; So 2004; BBC News 2007). 

 

GUANGZHOU 

 

 Guangzhou (formerly known as Canton) is the capital of Guangdong Province 

and, according to recent tabulations, the third largest city in mainland China in terms of 

both population and urban land area31.  Contemporary Guangzhou has in some ways 

attempted to emulate neighboring Hong Kong, particularly in terms of infrastructure 

development and economic growth.  A new airport – Baiyun International Airport – 

opened in 2004, a new subway system – Guangzhou Metro – made the city only the 

fourth (along with Shanghai, Beijing, and Tianjin) to have an underground railway 

system, and abundant new skyscrapers signify Guangzhou’s economic development 

during the post-reform period.  Guangzhou presently has the most diverse economy in the 

mainland Pearl River Delta region.  With its traditional strength in light manufacturing 

and a growing service sector, the city has developing automotive and heavy industry 

sectors as well (Enright et al. 2005). 

                                                 
31 Guangzhou trails only Shanghai and Beijing on both measures. 
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Guangzhou possesses unique locational advantages, namely its proximity to Hong 

Kong as well as Shenzhen.  It is strategically located at the heart of the Pearl River Delta 

with strong transportation links to Hong Kong and other parts of China (Cheung 1999).  

Being geographically close to these centers of international finance and commerce has 

benefitted Guangzhou since the onset of economic reforms.  After 1978, the city was able 

to attract investors from Hong Kong and Macau who supplied capital for factories, hotels, 

and other infrastructure (Yeung, Deng, and Chen 1992).  As with other cities in the Pearl 

River Delta, Guangzhou has come to rely upon Hong Kong for most of its investment 

capital as well as the majority of visiting tourists (Cheung 1999). 

Guangzhou is among the oldest cities in southern China (Xu and Yeh 2003).  The 

city has a long history of being the economic, political, and cultural center of the region 

(Cheung 1999; Enright et al. 2005; McDonogh and Wong 2005).  Guangzhou has also 

been a trading center and port city dating back centuries, gaining international 

recognition for its commercial port as well as its shipping and shipbuilding industries (Xu 

and Yeh 2003).  It was the largest city in China during the nineteenth century due to its 

role in international trade and regional commerce (Yusuf and Wu 1997).  Guangzhou is 

recognized throughout the PRC for its role as a center for foreign trade and contacts.  

This strength is reflected in the biannual China Import and Export Fair – also known as 

the Canton Fair – a major trade event held in the city every year since 1957 (Yeung, 

Deng, and Chen 1992).  By the early part of the twentieth century however, Guangzhou, 

like much of southern China, lagged behind other major cities such as Shanghai and 

Beijing due to its lack of industrial development (Yusuf and Wu 1997). 
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Pre-Reform Background 

 In the decades following the 1949 revolution establishing the PRC, Guangzhou 

occupied a more secondary role with the Chinese urban system (McDonogh and Wong 

2005).  Due to its status as a centrally administered city, its municipal leadership was 

imposed by the central government in Beijing from 1949 to 1954, after which it was 

designated as provincial capital of Guangdong.  The Pearl River Delta region, and 

Guangzhou more specifically, were economically underdeveloped in comparison to the 

industrialization that occurred in northern cities during the pre-reform years.  The Mao 

leadership specifically neglected the city as well (Cheung 1999).  Due to its history as a 

consumerist port city, it was perceived by the central government “as a centre of 

capitalist contamination” (Xu and Yeh 2003:363) to be particularly subject to socialist 

transformation.  Guangzhou and Guangdong Province were also considered strategically 

vulnerable on a military basis due to their relative proximity to the Vietnamese border.  

Partly as a consequence, Guangzhou was largely passed over for major industrial projects 

and neglected for funding towards infrastructure investment by decision makers in 

Beijing (Cheung 1999). 

While the city held peripheral status within the Mao-led PRC as a whole, 

Guangzhou was indisputably the leading city in the province until the onset of economic 

reform (Enright et al. 2005).  The geographic and political distance of Guangzhou from 

Beijing, while initially handicapping the city, ironically came to make it an attractive site 

for the Deng leadership’s experimentations with economic reform in the late-1970s.  By 
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the late-1970s, military tensions with Vietnam had subsided and the economies of 

Southeast Asia had begun to prosper (Cheung 1999).  With its proximity to the SEZs of 

Guangdong Province – Shenzhen, Shantou, and Zhuhai – as well as its links to global 

capital, Guangzhou has changed markedly since the onset of reform in the 1980s 

(McDonogh and Wong 2005). 

 

Post-Reform Development 

 After the initial opening of China’s economy following the adoption of reform, 

Guangzhou continued to focus on its traditional industries in manufacturing and trade, 

mainly oriented towards the domestic market.  During the 1980s and 1990s, the city 

attracted a significant level of FDI from companies aiming to access the South China 

market (Enright et al. 2005).  Figure 5-6 below illustrates the level of FDI into 

Guangzhou during the post-reform period.  The city has attracted a cumulative $36.5 

billion in FDI between 1979 and 2006, with an average year-to-year growth rate of 58.3 

percent.  Most of the investment has occurred during the 1990s and 2000s, with the level 

of FDI peaking at roughly $3 billion per year between 1999 and 2001.  Upon reaching 

this peak, FDI levels dropped slightly during the early-2000s, but since mid-decade 

investment levels have increased once again (Guangzhou Municipal Statistics Bureau 

2007). 
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Figure 5-6: Foreign Direct Investment in Guangzhou, 1979-2006 
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Source: Guangzhou Municipal Statistics Bureau (2007). 
 

Like much of the mainland Pearl River Delta, Guangzhou’s population has 

increased dramatically since the launch of economic reforms.  In 1980, Guangzhou was 

only the sixth-largest city in the PRC, with a population of just over 3 million residents.  

As Figure 5-7 indicates, the city’s population grew at a modest rate over the next decade, 

subsequently exploding in size after 1990.  As can be traced to Deng’s southern tour of 

Guangdong in the early-1990s that, in many analysts’ eyes, granted legitimacy to the 

progress of China’s economic reforms, the population of Guangzhou increased nearly 

twofold during the decade.  The population was approximately 3,918,000 in 1980, 

5,380,000 in 1995, and 7,388,000 by 2000.  The population gains between 1990 and 1995 

as well as from 1995 to 2000 represented a 37.3 percent increase during each interval.  

Guangzhou’s population has continued to grow during the new century, albeit at a more 
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modest 14 percent rate between 2000 and 2005 (Population Division of the Department 

of Economic and Social Affairs of the United Nations Secretariat 2007). 

 

Figure 5-7: Guangzhou Population, 1980-2005 
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Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

 Guangzhou has the Pearl River Delta’s largest population, and it also possesses 

the region’s most diverse economy.  As of the early-2000s, Guangzhou eclipsed all other 

Pearl River Delta cities in GDP, tertiary GDP, and retail sales, with retail purchases 

specifically fueled by affluent Guangzhou urbanites who are among the richest in the 

region (Enright et al. 2005).  Figure 5-8 below shows Guangzhou’s total annual GDP 

from 1978 to 2006.  With respect to overall GDP, as with statistics for Guangzhou’s 

population and levels of FDI, the most significant growth has occurred post-1992 after 

Deng’s tour of South China. 
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Figure 5-8: Guangzhou GDP, 1978-2006 
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Source: Guangzhou Municipal Statistics Bureau (2007). 
 

 In evaluating Guangzhou’s significant growth during the post-reform era, I wish 

to focus on two primary factors that help to explain why it occurred: 1) Guangzhou’s 

political leadership and the city’s favorable relationship with the central leadership in 

Beijing and 2) the city’s development as a producer services center within the mainland 

Pearl River Delta region. 

 

 Political Economy of Reform.  As presented in Chapter Three, there were multiple 

reasons why economic reforms originated in Guangdong and Fujian provinces, most 

notably their geographic distance from Beijing, their proximity to Hong Kong and 

Macau, as well as the provinces’ kinship ties to overseas Chinese investors.  Also 

important in explaining reform efforts in Guangdong and the benefits that these had for 

the province and for Guangzhou more specifically are the political efforts that took place 
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to not only initiate economic reforms but also to sustain the advantages of the reforms 

once they were bestowed upon the city.  Guangzhou was a clear beneficiary of reforms, 

in no small part due to the influence that the city’s leaders had with central authorities in 

Beijing (Yusuf and Wu 1997). 

 In the early years of the reform era, Guangzhou was able to take advantage of 

important personal connections that the city had with the central government.  It was 

granted a significant degree of administrative autonomy, well before such a privilege was 

granted to other large cities in China (Yusuf and Wu 1997).  In 1984, it was designated as 

one of 14 coastal cities in the PRC, which gave it the unique opportunity to reclaim its 

former status as a commercial and trading center (Xu and Ye 2003).  These beneficial 

personal ties have been attributed largely to the influence of Ye Jianying.  A native of the 

province, he served as the first mayor of Guangzhou and subsequently the governor of 

Guangdong before ascending to a senior leadership position in Beijing.  Ye was one of 

the very few representatives at the national level from Guangdong, and by the beginning 

of economic reform efforts, he had positioned himself as one of the most powerful 

leaders in the Deng government.  His son, Ye Xuanping, also served a role as mayor of 

Guangzhou and then governor of Guangdong during the 1980s.  The province served as a 

base for a number of other leaders who later ascended to leadership positions at the 

national level, giving Guangdong contacts that could reliably advocate in Beijing for the 

interests of Guangzhou and the province as a whole (Yusuf and Wu 1997). 

A specific example of such influence can be seen in the fiscal arrangements 

established between Guangdong Province and the central government pertaining to the 
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amount of revenue that the province was required to transfer to Beijing.  This 

arrangement was part of the early reform decisions that gave Guangdong maximal 

budgetary autonomy over its local spending.  Prior to these terms being set, in 1979 

Guangdong submitted 31 percent of its revenue to the central government.  Thanks to 

generous contractual terms, the province was only required to submit three percent of its 

revenues to Beijing by 1984 (Yusuf and Wu 1997).  In 1985 and 1988, Ye Xuanping and 

other provincial leaders were able to extend these beneficial terms for Guangdong, 

subsequently allowing it to retain further revenue, thereby giving it a developmental 

advantage over other provinces whose fiscal arrangements with Beijing were much less 

favorable (Yusuf and Wu 1997; Cheung 1999). 

During the 1990s, the dramatic upswing in growth that Guangzhou experienced 

can also be traced to efforts of municipal leaders.  A growth machine can be seen to exist 

in the formal development efforts by the local government to build Guangzhou into a 

modern and international metropolis.  Attracting foreign direct investment into the city 

was made a chief objective, and the mayoral leadership of Li Ziliu during most of the 

decade took specific actions in order to meet this goal, such as relying on personal 

contacts with Hong Kong tycoons to invest in major urban infrastructure projects 

(Cheung 1999). 

 

 Producer Services Development.  The inter-urban competition among cities 

within the Pearl River Delta has been relentless since the opening of the region to foreign 

investment.  How has Guangzhou competed within this regional context?  What makes it 



 128

stand out from Shenzhen or other cities in developmental terms?  Aside from the 

previously discussed political connections with the central government, Guangzhou has 

also distinguished itself as a mainland administrative and producer services center within 

the Pearl River Delta Region. 

 Among Pearl River Delta cities, Guangzhou has had many competitors in 

attracting foreign investment, establishing light industrial manufacturing, and establishing 

foreign trade since the onset of economic reforms.  Yet what the other cities have not 

been able to match is Guangzhou’s standing as a provincial capital and transportation hub 

within the Pearl River Delta (Cheung 1999).  For instance, the new Baiyun International 

Airport is one of three major airport hubs on the mainland (Xu and Ye 2003) and has 

become among the busiest in the PRC in terms of annual passenger and cargo traffic.  

Guangzhou has established itself as a multi-functional city, and another dimension where 

it has differentiated itself is in the development of its tertiary sector, most notably in the 

areas of business and producer services such as real estate, finance, marketing, and 

accounting (Cheung 1999). 

Figure 5-9 below illustrates the rise in the tertiary sector as a proportion of overall 

GDP since 1978.  By 1998, tertiary sector activity constituted more than half of total 

GDP, making it the primary driving force of the municipal economy (Xu and Ye 2003; 

Guangzhou Municipal Statistics Bureau 2007).  The proportion of the tertiary sector in 

employment increased dramatically during the 1990s as well, increasing from 34.0 

percent in 1990 to 41.4 percent in 2000 of the total work force.  When further specified 

by hukou or residential status, the share of tertiary employment was even higher, 
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comprising 54.5 percent of non-agricultural employment in 1990 and 65.8 percent in 

2000 (Yang 2004). 

 

Figure 5-9: Service Sector Proportion of Guangzhou GDP 
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Source: Guangzhou Municipal Statistics Bureau (2007). 
 

 A primary reason why producer services and the service sector more generally 

have gained prominence in Guangzhou has been the fact that they have been a focus of 

foreign direct investment.  During the post-reform period of 1980 to 2001, cumulative 

investment in the tertiary sector was 10.43 billion USD, which accounted for 

approximately 40 percent of total foreign investment.  Much of this investment – 

approximately 29 percent of the total – has been concentrated in real estate development 

within the city (Yang 2004). 

During the 1990s, Guangzhou municipal leaders formulated a bold development 

strategy with a goal for the city to overtake the “four Asian tigers” – Hong Kong, 
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Singapore, South Korea, and Taiwan – by 2010 with respect to its development as an 

international city and the financial and trade center of East Asia.  While it is the domestic 

business center of southern China with the highest share of tertiary economic activities in 

the mainland Pearl River Delta region, Guangzhou has clearly not met this overambitious 

goal.  While significant progress has been made during the post-reform period, it simply 

is not yet competitive with Hong Kong in terms of the world-class financial and other 

producer services that it provides to the region (Xu and Ye 2003). 

 

SHENZHEN 

 

 The city of Shenzhen arguably best symbolizes the impact of economic reform on 

urban development within China.  Prior to the late-1970s, the geographic area north of 

Hong Kong was a largely agricultural stretch of land, but in the decades since it has been 

developed into, essentially, a “world city from scratch” (McDonogh and Wong 

2005:152).  The population statistics for Shenzhen give some indication as to how far the 

city has indeed come in such a short period of time.  As Figure 5-10 clearly shows, the 

degree to which Shenzhen urbanized after 1980 is nothing short of remarkable.  In 1980, 

Shenzhen had a population of roughly 337,000, making it, at most, a medium-sized city 

within China at the time.  Shenzhen was dwarfed in size even by adjacent cities within 

Guangdong.  The provincial capital Guangzhou was nearly ten times larger – a 

population of 3,005,000 in 1980 – and neighboring Dongguan was approximately three 
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times as large, having a 1980 population of 1,075,000 (Population Division of the 

Department of Economic and Social Affairs of the United Nations Secretariat 2007). 

 

Figure 5-10: Shenzhen Population, 1980-2005 
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Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

 In a similar pattern to that described with respect to Guangzhou above, 

Shenzhen’s population grew at a relatively modest pace during the first decade of the 

post-reform period, and then increased considerably during the 1990s.  While the relative 

gains in population size were notable during the 1980s – 46.9 percent from 1980 to 1985 

and 76.8 percent from 1985 to 1990 – Shenzhen was still a city of less than a million 

inhabitants by the start of the 1990s.  That changed quickly.  The size of the population 

increased exponentially between 1990 and 2000, reaching approximately 2,304,000 in 

1995 and 6,069,000 in 2000.  Each interval represented a population gain of roughly 163 

percent from five years earlier.  By 2005, the pace of growth had tempered somewhat, 
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and its population of 7,233,000 made Shenzhen the fourth-largest city in China, just 

behind Guangzhou in the national rankings (Population Division of the Department of 

Economic and Social Affairs of the United Nations Secretariat 2007). 

 

Initial Post-Reform Development 

 Shenzhen as we know it today was produced by the original reform initiatives of 

the late-1970s by the Deng leadership.  In 1979, the city of Shenzhen was established 

from the original Bao’an county, an area chosen for an initial SEZ primarily due to its 

proximity to Hong Kong (Wong, Cai, and Chen 1992; Ng 2003).  The nearly 200-square-

mile (327-square-kilometer) Shenzhen Special Economic Zone – opened in 1980 – 

encapsulated the Deng government’s experiment with economic reform in Southern 

China.  The Shenzhen SEZ was literally built from scratch, developed after existing 

villages were torn down (Ng 2003). The SEZ promoted openness to foreign investors 

through tax concessions, it permitted tariff-free imports of raw materials for manufacture, 

and it exported the subsequent finished products.  Shenzhen represented a confluence of 

factors that made it attractive as a Special Economic Zone.  It had available space, 

inexpensive labor, and a municipal government receptive to economic reform 

(McDonogh and Wong 2005). 

 The initial years of the Shenzhen SEZ were not entirely smooth however.  It did 

not immediately attract foreign investment overnight due to the initially underdeveloped 

levels of physical and legal infrastructure.  Therefore, many foreign investors took a 

“wait and see” approach before committing capital to the new SEZ.  Yet the new SEZ 
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was able to compensate for this due to its attractiveness to domestic capital within the 

PRC.  Many provincial or ministry-level enterprises were attracted to investing in the 

SEZ due to the preferential policies offered.  As Ng (2003) notes, the corporate tax for 

investors was 55 percent elsewhere in the PRC, but only 15 percent in the Shenzhen SEZ.  

During the early-1980s then, the majority of the investment into the SEZ came from state 

bureaus, ministries, and other governmental departments (Ng 2003). 

 During this initial period however, any foreign investment that did come into the 

PRC was quite likely to be funneled into Shenzhen.  According to Wong, Cai, and Chen 

(1992), by the end of 1981 just over 50 percent of all FDI going into China was being 

directed into Shenzhen.  Hong Kong industrial firms who utilized mainland labor for 

export processing activities as well as assembling and manufacturing of imported 

materials predominantly characterized the foreign investment.  Up to 1985, just over 

three-fourths of all foreign investments in Shenzhen entailed outward processing 

activities (Ng 2003).  Still, this initial post-reform period for Shenzhen was driven more 

by domestic state capital than by foreign – usually Hong Kong – investors. 

 

Later Development 

 During the mid-1980s to early-1990s, Shenzhen confronted a number of 

developmental obstacles.  One was a decrease in financial appropriations from the state.  

While the central government in Beijing was instrumental in getting the Shenzhen SEZ 

off the ground, a period of fiscal retrenchment during the mid-1980s alerted Shenzhen 

officials that they would need to attract foreign investment and become an export-
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oriented economy.  This entailed both improving the physical infrastructure of the SEZ, 

and also eliminating the bureaucratic and administrative complexity as well as the lack of 

sound legal and financial systems (Wong, Cai, and Chen 1992).  The Shenzhen municipal 

government instituted a series of administrative reforms into the early-1990s that 

attempted to remedy these underlying issues.  All told, the reforms improved bureaucratic 

efficiency by simplifying the municipal governance structure and decentralizing authority 

(Ng 2003). 

 Shenzhen municipal leaders also formulated a strategic vision for the city and for 

the SEZ.  During the 1980s they began overseas marketing of the SEZ as an investment 

destination, specifically aiming to attract enterprises that were export-oriented, and 

ideally large-scale high-tech enterprises (Ng 2003).  It has been quite successful in 

attracting foreign capital overall and developing its high-tech sector more specifically, 

with some of China’s most successful tech companies being headquartered in the city, 

and many foreign high-tech firms having facilities in Shenzhen.  In the 1990s, municipal 

authorities began to also aspire for Shenzhen to be a world city.  As was pronounced in a 

municipal government planning document cited in Ng (2003) “Shenzhen is to be 

developed into a city with the ‘environment of Singapore and efficiency of Hong Kong’” 

(p. 434).  The city has been able to partially meet these aspirations.  One global/world 

city attribute it has achieved is being one of only three stock exchanges in the PRC – 

Shanghai and Hong Kong house the other two – with the opening of the Shenzhen Stock 

Exchange in 1990. 
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The Shenzhen SEZ attracted modest levels of foreign capital in the period after its 

opening, but the level of investment has increased considerably since that time.  As 

Figure 5-11 illustrates, the level of FDI coming into Shenzhen has increased substantially 

over the years, amounting to a cumulative total of $33.7 billion over 28 years.  The level 

of investment increased steadily during the 1980s and into the beginning of the 1990s.  

As with the population statistics cited above, the early-1990s were watershed years for 

Shenzhen.  Between 1992 and 1993, the amount of FDI into Shenzhen increased more 

than twofold, from $448 million in 1992 to $989 million in 1993 (Shenzhen Statistical 

Yearbook 2007).  This jump is universally interpreted as a direct response to Deng’s 

southern tour, notably his visit to the Shenzhen SEZ in the spring of 1992.  After the 

Deng visit, economic reforms and development accelerated both within Shenzhen and the 

Pearl River Delta as a whole (Kung 2004).  After 1993, annual FDI into Shenzhen 

eclipsed $1 billion the following year, then $2 billion in 1996, and $3 billion in 2002 

(Shenzhen Statistics Bureau 2007).  It increased by 250 percent from 1993 to 2001 alone 

(Ng 2003).  With the exception of two brief intervals of declining investment levels – 

1997 and 2004 – FDI into Shenzhen has continued on an unabated upward trajectory 

since the early-1990s (Shenzhen Statistics Bureau 2007). 
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Figure 5-11: Foreign Direct Investment in Shenzhen, 1979-2006 
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Source: Shenzhen Statistics Bureau (2007). 
 

 By the mid-1990s, Shenzhen had paradoxically also become a victim of its own 

developmental success.  Within the PRC, there was some argument that the Shenzhen 

SEZ had fulfilled its mission as the starting point for experimenting with economic 

reforms, and that therefore the SEZ should have its special policy privileges terminated to 

enable other parts of the country to “catch up” developmentally.  Municipal officials in 

Shenzhen, fearful of losing these privileges, launched a lobbying offensive with the 

central government to ensure that preferential policies were maintained for the SEZ 

(Yang 1997).  In order to foster these political connections to the advantage of the city, 

“local leaders spent substantial sums of money and time wining and dining central 

leaders on inspection trips in order to curry favor with Beijing” (Yang 1997:122). 
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 A key figure in the municipal effort to maintain the SEZ’s special privileges was 

the Party Secretary of Shenzhen, Li Youwei.  He argued that Shenzhen was fulfilling its 

mission as elaborated by Deng Xiaoping, to develop first and help other areas of the 

country later, and that as Shenzhen continued to develop economically, this served to 

benefit the PRC as a whole.  Further, Li contended that Shenzhen at the time still had to 

play an important role in integrating Hong Kong into the PRC once it returned to Chinese 

sovereignty in 1997, and any restriction of existing preferential policies would impede 

this goal (Yang 1997).  The efforts of Li and other Shenzhen officials eventually proved 

to be successful once President Jiang Zemin decreed that “the (state’s) basic policies 

toward special economic zones would not change; and the historical status and functions 

of special economic zones in China’s reform, opening up and modernization would not 

change” (Yang 1997:128). 

 Shenzhen in many ways therefore represents the first true experiment in China’s 

socialist market economy.  While it has benefitted from a developmental “head start” by 

virtue of being an initial SEZ at the onset of economic reforms, other cities within the 

PRC have been pursuing them in the interurban competition for foreign capital and 

overall economic development.  On one level, Shenzhen faces competition from other 

Pearl River Delta cities.  Cities within Guangdong such as Guangzhou, Dongguan, and 

Foshan have offered similar benefits in terms of proximity to Hong Kong as well as 

preferential investment environments.  Yet at a broader level, it competes with other large 

cities such as Shanghai and Beijing who developmentally have been playing “catch up” 

since they were not economically liberalized early in the post-reform period as Shenzhen 
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was.  While Shenzhen aspires to global/world city standing and to be a major financial 

and high-tech center, its major handicap is its proximity to Hong Kong.  It would be very 

difficult for Shenzhen if it chose to compete with Hong Kong in order to be a global 

financial and economic hub.  There have been efforts in recent years to more fully 

integrate with the Hong Kong SAR however, and a continuation of the complementary 

and synergistic relationship that has served Shenzhen and Hong Kong so well is arguably 

in the best developmental interest for both cities. 

 

CONCLUSION 

 

 It is fitting in many respects to open my study of the comparative development of 

major Chinese cities during the post-reform period with the cities of the Greater Pearl 

River Delta due to the fact that economic liberalization was first experimented with here.  

Shenzhen was one of the first SEZs and Guangzhou also was granted early preferential 

policies to spur economic and urban development, while the benefactor for much of this 

growth was capital and industry originating from Hong Kong.  While Hong Kong is 

widely acknowledged by scholars as being a preeminent global city, what about 

Guangzhou and Shenzhen?  While both cities have experienced significant urban and 

economic growth and both have varying degrees of global city ambition, neither city is 

currently on par with Hong Kong, Shanghai, or Beijing with respect to global city 

standing.  Is this due largely to the global city presence of Hong Kong in their backyard, 

or are their other causal explanations in order?  This will be considered more 
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systematically later in the study when I conduct my qualitative comparative analysis in 

Chapter Nine. 

In the next chapter, I will present the case of the largest Chinese city in terms of 

population, one that has emerged from years of neglect under command socialism to 

become arguably the foremost mainland global city in the PRC: Shanghai. 
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CHAPTER 6: SHANGHAI 

 

 The city of Shanghai has experienced a renaissance in terms of its urban 

development in recent years.  For a long period of time prior to the founding of the 

People’s Republic in 1949, Shanghai served as the key finance and trade center for East 

Asia (see Figure 6-1).  After this the city languished in many respects, being disconnected 

from the global economy until reforms were implemented in the late-1970s and the 

1980s, and after that the pace of growth in Shanghai trailing that of cities in South China 

such as Guangzhou and Shenzhen.  The 1990s saw a resurgence of economic vitality to 

Shanghai with the development of the Pudong New Area, and recent years have seen the 

city become the prime global city of mainland China.  The city has also served as a 

springboard for the PRC’s global aspirations with the 2010 World Expo being held in 

Shanghai.  The municipal government is reported to have spent $4.2 billion on the Expo 

– an amount that represents twice the amount that Beijing spent on the 2008 Olympics – 

with a goal of attracting 70 million visitors to see the symbolic display of China’s global 

ascent (The Economist 2010b). 

Shanghai has been and continues to be China’s largest city in terms of population, 

with over 14.5 million inhabitants as of 2005 (Population Division of the Department of 

Economic and Social Affairs of the United Nations Secretariat 2007).  Over the course of 

its modern history, if Beijing has served as the political and administrative center of 

China, Shanghai has been the nation’s economic and commercial center.  This chapter 

will trace this process in further detail, documenting how and why Shanghai has 
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experienced urban and economic development.  I will begin with an overview of 

Shanghai’s pre-reform history, while the rest of the chapter will focus principally on 

economic reform in China and its consequences for the city’s growth and development. 

 

Figure 6-1: Map of Shanghai 

 

Source: Wei, Leung, and Lo (2006) 
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PRE-REFORM BACKGROUND 

 

 During its long history, Shanghai has served as a financial, trading, and economic 

center, on both a national and an East Asian regional level (Wu and Li 2002).  While 

initially a trading and fishing center of limited importance, the city’s designation as a 

treaty port in 1842 served as an impetus for the development of Shanghai as China’s 

leading economic center.  When China was defeated in the Opium War in 1842, it was 

forced to open Shanghai to population and trade from the West.  International settlements 

formed in the city, creating an urban enclave sheltered from the rule of Chinese 

authorities where Western capitalist institutions were able to take root (Fu 2002).  

Foreign banks, trust companies, and money exchanges congregated in Shanghai during 

its treaty port period, resulting in a significant concentration of global capital 

accumulating within the city (Gu and Tang 2002).  Foreshadowing a similar scenario 

over 100 years later, foreign capital and the expansion of the world capitalist system in 

the nineteenth century were fundamental to Shanghai’s development.  From these foreign 

influences and capitalist institutions, a modernized Shanghai developed (Fu 2002). 

By the nineteenth-century, Shanghai was China’s largest and most economically 

advanced city.  Yet the domestic economy of Shanghai was fairly diversified and was not 

simply limited to finance and trade activity.  The city also developed a strong industrial 

sector during this time, producing goods such as cotton, silk, flour, and tobacco.  As 

could be considered the norm for nearly all of its recent history, Shanghai has been the 
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main hub for and contributor to the Chinese national economy.  By the 1930s, the city 

comprised approximately half of the total value of production within China.  Considering 

its importance for foreign trade as an example, as Gu and Tang (2002) document, 

between 1860 and 1930 68 percent of the total value of Chinese trade passed through 

entrepôt Shanghai. 

Transnational commercial capital continued to play a key role in Shanghai’s 

economic and urban development for the duration of the nineteenth century and into the 

early-twentieth century.  Fu (2002) identifies local growth coalitions existing during this 

period, comprised mainly of Western elites with business interests in the city, who were 

able to advocate a pro-growth developmental agenda within the international settlement, 

and autonomously from Chinese authorities.  The city experienced increasing 

industrialization during the early 1900s, plus rapid growth and development as the 

population more than doubled between 1910 (1 million) and 1920 (nearly 2.5 million).  

Both foreign and domestic capital flowed into the city, and Shanghai flourished both 

economically and culturally.  Around this time, Shanghai was known as the “Paris of the 

East” and a place where cultured travelers from the around the world would congregate, 

creating a dynamic and urbane capitalist city (Fu 2002).  As Yeung (1996) notes, by the 

1930s Shanghai was undoubtedly Asia’s most sophisticated city, even more so than 

Tokyo or Hong Kong, being “as crowded as Calcutta, as decadent as Berlin, as snooty as 

Paris, as jazzy as New York” (p. 2). 

Shanghai’s status as an international, cosmopolitan center came to a screeching 

halt with the onset of the Sino-Japanese War in 1937 and World War II shortly thereafter.  
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Japanese forces occupied the Chinese portion of the city in 1937, and on December 8, 

1941 – the day following the Pearl Harbor attack – they entered the international 

settlement.  In 1943, the Western countries renounced their treaty rights to that portion of 

the city, although Shanghai at the time was still under Japanese control.  Chaos enveloped 

the city during this period, with eight years of Japanese occupation followed by the civil 

war between the Chinese Nationalist Party and the Communist Party.  International 

capital fled Shanghai during these years, and the impact of capitalist investment on the 

urban development of the city during the previous decades dissipated with the continuing 

turmoil (Fu 2002). 

The fortunes of Shanghai changed markedly as a result of the communist 

revolution and the founding of the PRC in 1949.  Among the most notable changes was 

the relationship between the city and the Chinese state.  Prior to the revolution, 

Shanghai’s urban development was capital-driven, primarily from foreign commercial 

investors.  As part of the socialist state and its central planning system, the city no longer 

existed as it had prior as a relatively autonomous economic entity.  Shanghai’s 

relationship with the West – which had been critical for its earlier economic development 

– was completely closed.  The domestic capital that existed in the metropolis fled as well, 

primarily to Hong Kong and Taiwan, and whatever capital remained was subsequently 

nationalized by the state.  Shanghai was thus isolated from the global economy, losing its 

role as the economic and trade center of East Asia (Fu 2002).  Up to the eve of economic 

reform in the late-1970s, Shanghai was still clearly China’s primary metropolis, but its 
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economic status and socialist functions were quite different from that of the 

cosmopolitan, treaty port city that once existed. 

 

POST-REFORM DEVELOPMENT 

 

 Since economic reforms were initiated at the end of 1978, Shanghai’s relationship 

to both the central government and the outside world have changed remarkably.  With the 

administrative decentralization permitted as part of the reform process, the Shanghai 

municipal government gained a significant degree of freedom from Beijing’s authority.  

Concurrently, the marketization and liberalization brought about by economic reforms 

reopened the city to the global economy, allowing foreign capital to invest in Shanghai 

once again. 

Shanghai’s evolution and development after China’s economic reforms were 

initiated in 1978 can be roughly divided into two phases.  In the immediate decade after 

reform commenced, up to 1990, the level of economic growth in Shanghai was below the 

national average (Gu and Tang 2002).  With the policy and foreign investment focus 

during this time being on cities such as Shenzhen and Guangzhou – as described in 

Chapter Five – the Chinese government was much more cautious with regards to the 

economic and urban development of Shanghai. 

As China’s reform process unfolded gradually, Shanghai’s development did not 

begin to really take off until the early-1990s.  Since then, the city’s economic growth has 

outpaced that of other Chinese cities and its urban change has been considerable and far-
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reaching.  The primary factors accounting for this transformation have been the opening 

of the Pudong New Area, and government support for attracting foreign direct investment 

into the city as well as its corresponding development.  Figure 6-2 illustrates GDP growth 

in Shanghai during the post-reform period, highlighting the dramatic difference in 

economic growth between the pre- and post-1990 intervals.  During the 1978-1989 

interval, the average annual rate of GDP growth was 9.0 percent.  From 1990-2006, the 

average rate of growth was 17.4 percent (Shanghai Municipal Statistics Bureau 2007). 

 

Figure 6-2: Shanghai GDP, 1978-2006 
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Source: Shanghai Municipal Statistics Bureau (2007). 
 

1978-1989 Period 

 The initial experiments in Chinese economic reform occurred in South China, 

specifically with the development of the four SEZs in Guangdong and Fujian Provinces.  

The main attraction for the Chinese government in testing a more open and market-based 
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economy in these areas – aside from their lack of prior industrial development and 

proximity to Hong Kong – was their sheer geographic distance from Beijing.  The Deng 

leadership, as part of its risk-averse strategy of reform, felt that if there were any negative 

social or political side effects of reform, the provinces’ remote location would minimize 

any negative fallout (Tian 1996). 

Further, Guangdong and Fujian were peripheral not only in a geographic, but also 

an economic sense.  At the time, the relative contribution of these areas to the national 

economy was minimal.  The Deng government felt relatively comfortable experimenting 

with reform in these provinces, whereas it did not want reform to jeopardize the social 

stability nor the economic status of its fiscal “cash cow” in Shanghai (Tian 1996; Han 

2000).  Therefore, given the risky nature of implementing economic reforms, the 

Communist Party leadership felt that Shanghai, with its dominant position in the Chinese 

urban system, was far too risky a test case for reform. 

As a result of this cautious reluctance to liberalize the Shanghai economy, the 

city’s development was hindered through much of the 1980s (Gu and Tang 2002).  City 

officials lobbied the central government for preferential policies during this time since 

they felt as if Shanghai was being left behind while southern cities such as Shenzhen 

reaped the benefits of reform.  Beijing partially acquiesced by designating the Shanghai 

Economic Zone in 1983, and named Shanghai one of the fourteen Open Coastal Cities 

(OCCs) during subsequent reforms in 1984.  OCC status permitted Shanghai to utilize 

some of the preferential policies granted to SEZs, but it did not grant the city the financial 

authority to generate revenue for local development (Han 2000).  Since these reforms did 
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not give the city the full benefits of SEZ status, Shanghai officials continued to lobby for 

further preferential policies over the course of the decade (Yang 1997). 

The attention of Beijing on reform in Guangdong and Fujian corresponded to the 

focus of foreign investors during this period.  As described in Chapter Five, Hong Kong 

and Taiwanese firms and investors, looking for lower-cost production facilities, relocated 

many of their activities to the South China mainland.  Shanghai was further handicapped 

in this regard relative to Guangdong and Shenzhen.  Since Shanghai lacked the Cantonese 

cultural ties and geographical proximity to many diasporic Chinese investors, as well as 

the financial incentive structures offered by the SEZs, the metropolis became sidelined in 

the inter-urban competition for foreign investment and economic growth (Gu and Tang 

2002). 

Given all of these impediments, what maintained Shanghai economically during 

this immediate post-reform interval?  While Shanghai’s development was undoubtedly 

slowed by the earlier focus of the government on reform experimentation in South China, 

the metropolis also maintained a number of attributes that allowed it to overcome the 

delay in modernization.  For one, the city has consistently had the largest population base 

in China, giving it advantages in human capital capabilities that other cities simply cannot 

match.  Indeed, as part of the early Mao-period efforts to reduce regional disparities 

within the PRC, skilled workers from Shanghai were often dispersed by the central 

government to other cities, often to lesser-developed inland localities (Tian 1996; Han 

2000). 
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Shanghai’s diverse industrial base was also important, particularly its sectoral 

emphasis on heavy industry.  Recall that development in Guangdong focused primarily 

on light industrial activity and export processing, often on behalf of and in conjunction 

with Hong Kong firms.  Since reform commenced, Shanghai’s economy has experienced 

some degree of restructuring, including a growing emphasis on light industry and service 

activity.  In particular, the historically important finance and banking sector has 

experienced a renaissance of sorts (Gu and Tang 2002).  While the secondary sector was 

traditionally Shanghai’s largest sector in terms of contribution to GDP, as Table 6-1 

indicates, the contribution of services to GDP overtook that of the secondary sector by 

1999 and has continued its predominance into the 2000s (Shanghai Municipal Statistics 

Bureau 2007). 

 

Table 6-1: Structure of Shanghai GDP, 1978-2006 
 

Year 
Percentage of Total GDP 

Primary Secondary Tertiary 
1978 4.0 77.4 18.6 
1980 3.2 75.7 21.1 
1985 4.2 69.8 26.0 
1990 4.4 64.7 30.9 
1995 2.4 56.8 40.8 
2000 1.6 46.3 52.1 
2006 0.9 48.5 50.6 

 
Source: Shanghai Municipal Statistics Bureau (2007). 
 

1990-Present Period 

 Since 1990, Shanghai has been experienced an accelerated pace of urban growth.  

In 1990 the PRC State Council, recognizing that earlier reform policies had handicapped 

Shanghai’s economic development, decided to make the city an international economic, 
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financial, and trading center, as it existed historically up to the 1930s (Fu 2002; Wu and 

Li 2002).  Deng Xiaoping, in his 1992 southern tour, admitted as much by 

acknowledging that Shanghai should have been granted SEZ status much earlier and 

expressed his regrets that the city came to lag behind others with respect to economic 

reforms (Yang 1997).  It was clear that the metropolis, closely supervised by the Beijing 

leadership for four decades after the communist revolution, needed some sort of central 

government “push” in terms of preferential reform policies in order to further its 

development (Fu 2002). 

Perhaps the single most important catalyst for Shanghai’s dramatic urban and 

economic transformation was the development of the Pudong New Area.  While the city 

had been designated one of fourteen Open Coastal Cities in 1984, the opening of Pudong 

has been the main impetus for Shanghai’s reintegration into the global economy.  Pudong 

is a special district within the Shanghai municipality, comprising most of the eastern 

portion of the city.  Plans for Pudong were made official in 1990, with Premier Li Peng 

announcing the state’s decision to develop Pudong into China’s largest SEZ.  The central 

government’s declaration of the opening of Pudong was also politically significant in the 

aftermath of the 1989 student demonstration in Tiananmen Square.  Pudong signaled to 

both the Chinese people and the outside world that the state was committed to the path of 

reform and economic liberalization (Han 2000). 

Pudong subsequently opened in 1993 as a New Open Economic Development 

Zone, enjoying even greater structural privileges than the previously established SEZs 

within China (Tian 1996).  The Pudong New Area has been significant for Shanghai on 
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multiple fronts.  While the majority of foreign investment into the PRC was directed 

toward labor-intensive manufacturing – and there was plenty of regional competition 

within Asia on this front – Pudong represented an attempt to bolster further economic 

development by attracting capital- and technology-intensive industries.  Further, the 

mainland lacked a true international trade and financial center.  Hong Kong would 

ostensibly serve this purpose after returning to Chinese sovereignty in 1997, but Pudong 

enabled Shanghai to become the domestic urban center to facilitate global economic 

interconnections (Han 2000). 

 Given the historically diverse base of Shanghai’s economy, the resurgence of the 

tertiary sector has permitted the city to reassert its claim as China’s commercial and 

services center.  The PRC government established two mainland stock exchanges in 

1989, one in Shenzhen and the other in Shanghai.  This represented a reopening of the 

Shanghai Stock Exchange, as it existed in one form or another from its treaty port days in 

the 1860s up to the communist revolution.  Since the Shanghai Stock Exchange 

commenced trading in late-1990, it has been one of the world’s fastest growing stock 

exchanges, ranking in 2008 as the sixth largest in the world and second largest in Asia in 

terms of domestic market capitalization (World Federation of Exchanges 2009a)32. 

 Even more so than other major Chinese cities, foreign direct investment since the 

inception of economic reform has been central to Shanghai’s development.  As investors 

                                                 
32 In terms of market capitalization, the Shanghai Stock Exchange is the largest in China.  According to 
data for 2008, the domestic market capitalization of the Shanghai Stock Exchange was $1,425.4 billion 
while the corresponding figure for the Hong Kong Exchanges was slightly lower at $1,328.8 billion (World 
Federation of Exchanges 2009a).  Chinese companies dominate both exchanges.  In 2008, 864 companies 
were listed on the Shanghai Stock Exchange, none of which were foreign.  For the Hong Kong Exchanges, 
only 10 of the 1,251 listed companies were foreign (World Federation of Exchanges 2009b). 
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have continued to see Shanghai as the gateway to an immense Chinese consumer market, 

FDI has poured in as MNCs establish their affiliates in the city.  By the end of 2006, a 

cumulative total of $66.7 billion of FDI had been invested in Shanghai (Shanghai 

Municipal Statistics Bureau 2007).  The level of FDI increased significantly after 1990, 

as Table 6-2 indicates.  The sheer amount of FDI directed toward Shanghai has been 

nothing short of remarkable.  As Fu (2002) notes, in 1994 China as a whole received 

$82.68 million in FDI, which accounted for 17 percent of the total amount of FDI spent 

worldwide.  Shanghai received 12.13 percent of China’s FDI that year, meaning that the 

metropolis took in roughly 2.1 percent of global FDI in 1994 (Fu 2002).  Both the scope 

and degree of global capital have had a significant impact on Shanghai’s development 

since 1990. 

 

Table 6-2: Amount of Foreign Direct Investment into Shanghai, 1990-2006 
 

Year FDI (100 million USD) 
1990 1.77 
2000 31.60 
2005 68.50 
2006 71.07 

 
Source: Shanghai Municipal Statistics Bureau (2007). 

 

FDI into Shanghai has been largely capital from East Asia, with Hong Kong and 

Japan being the primary investors (Shanghai Municipal Statistics Bureau 2007).  Table 6-

3 breaks down the level of FDI in Shanghai by nation.  On a cumulative level, most FDI 

– 50.4 percent – has been directed to the secondary sector, with 49.4 percent of FDI in the 

service industries.  Yet recent data indicate a heavier emphasis on the tertiary sector for 
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FDI, with it comprising 62.1 percent of the 2006 total versus 37.8 percent dedicated to 

secondary industries (Shanghai Municipal Statistics Bureau 2007). 

 

Table 6-3: Amount of Foreign Direct Investment into Shanghai, by Country 
 

Country 
FDI (100 million USD) 

2006 Cumulative to 2006 
Hong Kong 13.53 174.54 

Japan 8.32 95.20 
United States 3.63 70.79 

Germany 7.37 33.64 
Taiwan 3.15 33.18 

Singapore 2.99 28.43 
United Kingdom 1.36 16.66 

South Korea 1.15 7.67 
France 0.47 6.68 

Australia 0.98 4.74 
 

Source: Shanghai Municipal Statistics Bureau (2007). 

 

 With increasing levels of foreign investment in Shanghai, the city has become 

progressively more integrated into the global economy since 1990.  The urban and 

economic development process in Shanghai has been primarily driven by capital, with the 

influx of FDI from multinational corporations being particularly key in commencing and 

maintaining the pathway to growth in the metropolis.  While increased global linkages 

and foreign capital have been necessary for Shanghai’s expansion, the state has hardly 

ceded its central role in dictating urban and economic development processes (Gu and 

Tang 2002).  The central government in Beijing still maintains a strong influence, having 

the final say on important developmental decisions via the Communist Party and the state 

administrative apparatus.  Key projects such as the Pudong New Area would undoubtedly 

never have gotten off the ground without central government support.  Along these lines, 
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any major developmental project that exceeds a given cost threshold established by the 

Chinese government requires the approval of a relevant state ministry.  As Fu (2002) 

cites as an example, any FDI enterprise with investment surpassing $30 million must be 

approved by the state’s central planning commission for approval.  Thus, the 

development of Shanghai in recent decades can clearly be seen as an interaction between 

state policy decisions that began to favor the city in the 1990s and 2000s and global 

capital, specifically FDI activity from MNCs. 

On a general level, what does the political economy of development in Shanghai 

look like?  Or more specifically, how have municipal leaders acted on behalf of Shanghai 

to promote its economic development and the city’s global competitiveness?  There are 

two areas of municipal government action that I wish to highlight further: 1) involvement 

in directing/guiding foreign investment into the city and 2) competitive “place-

marketing” vis-à-vis other cities to attract investment. 

 

 Directing/Guiding Economic Activity.  One form of action that Shanghai 

municipal leaders have taken is to direct economic activity, most notably by foreign 

investors, geographically within the city.  This has been achieved through both regulation 

and fiscal incentives.  A noteworthy example of this are the restrictions placed upon the 

operation of financial firms in the city.  Municipal authorities have decreed that financial 

sector activity must be limited to the Pudong New Area, specifically the Lujiazui Finance 

and Trade Zone (Gu and Tang 2002) (see Figure 6-3).  Lujiazui represents the municipal 

government’s attempt to project a symbol of Shanghai as a global city, as a financial 
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district comparable to Manhattan in New York or The City in London (Fu 2002).  This 

zone has been developed as the key financial district within Pudong, and tertiary sector 

activities have come to be concentrated in the area.  Such a territorial restriction on 

financial companies operating in the area serves an important role in the functional 

development of the city as the global finance and banking hub of the PRC. 

 

Figure 6-3: Map of Pudong New Area, Shanghai 

 

Source: Wu and Barnes (2008) 

 

 Similar functional funneling has taken shape throughout Shanghai as special 

development zones by national and municipal government leaders have been formed.  In 

various locations within the city – including Pudong New Area – these zones have been 

created to include incentives for investors, such as tax concessions, infrastructure 
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construction, and the efficient leasing/building of facilities (Gu and Tang 2002).  These 

incentives are offered to investors as part of the competition between municipalities to 

draw capital.  Likewise, this has given foreign investors the bargaining power to play one 

city or province against the other in order to gain concessions.  Industrial development 

within the city has been largely concentrated in and limited to these zones.  Further, 

authorities have more indirectly funneled investment to certain parts of the city via 

concentrated infrastructure investment.  Gu and Tang (2002) note that leading special 

development zones in Shanghai such as Lujiazui and Hongqiao have benefited in this 

regard.  By dictating in various ways the geographic location of industrial and 

commercial firms within the metropolis, government authorities have been able to exert a 

significant degree of control over the urban development of Shanghai. 

 

 Marketing Shanghai.  Taking an urban political economy approach, it can be seen 

that growth machine politics are part of the effort undertaken by Shanghai municipal 

leaders to promote and develop their metropolis.  Shanghai, like other post-reform major 

Chinese cities, has engaged in a form of entrepreneurialism to boost its fortunes.  As 

discussed in Chapter Three, the gradual administrative and economic decentralization 

instituted as part of the reform process has seen municipal and provincial-level 

governments gain greater decision-making powers within national policy frameworks.  

The distinct form of growth politics practiced in Shanghai and elsewhere in China is 

largely a result of this decentralization and the ensuing inter-urban competition for global 

capital and investment (Fu 2002). 
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 While the introduction of FDI has had a significant impact on the urban 

development of Shanghai, it has also had an impact on the actions of municipal leaders.  

With global capital being mobile and beyond the control of government authorities, 

Shanghai has had to market itself in competition with other Chinese cities, as well as with 

cities in other countries.  As part of the marketing of the city, leaders have had to try to 

draw in global capital and investment by advocating the favorable “business climate” of 

Shanghai vis-à-vis other locations.  Therefore, the necessity of FDI for the internal 

development of Shanghai and the external competition with other cities for investment 

has compelled municipal leaders to market Shanghai in an entrepreneurial fashion (Fu 

2002). 

 Shanghai is also in an advantageous position relative to other major Chinese cities 

due to the political connections linking the city to the highest levels of power within the 

central government.  Being part of the city’s municipal leadership has been a politically 

prestigious position due to the importance of the city, thus many officials have used their 

Shanghai experience as a stepping-stone to national prominence (Zhang 2002).  Recent 

former officials such as President Jiang Zemin and Premier Zhu Rongji each served as 

successive mayors of Shanghai in the 1980s and early-1990s before ascending to their 

higher positions within the Communist Party (Zhang 2002; Wu 2003). 

These close political links served Shanghai well, particularly with the 

development of Pudong.  Given the presence of Jiang Zemin and Zhu Rongji within the 

ruling circle of state power during most of the 1990s, Shanghai’s development ambitions 

were further supported with special state policies giving extra preferential status to 
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projects in Pudong along with approximately $84.5 million dollars in annual loans to help 

foster continued development (Yusuf and Wu 2002).  Also, Shanghai has received better 

tax-sharing arrangements and had even more Shanghai officials assume positions in the 

central government since Jiang and Zhu became top officials (Zhang 2002).  Therefore, 

the decided advantage Shanghai has held politically within China’s power structure has 

enabled it to benefit from state-level policy decisions that have been instrumental to its 

development as a global city. 

 

CONCLUSION 

 

 The developmental path of Shanghai during the post-reform period has – like the 

Greater Pearl River Delta cities presented in the previous chapter – been quite 

remarkable.  From not being a beneficiary of the same level of economic liberalization as 

cities in the south at the onset of reforms, since the early-1990s with the opening of the 

Pudong New Area Shanghai has experienced dynamic urban and economic growth to the 

point of becoming mainland China’s foremost global city by the 2000s.  It has benefitted 

most from its traditional status as an economic center, its coastal location, and its political 

influence to develop as it has to achieve global city standing. 

A consideration of Shanghai as a global city by observers almost invariably 

situates it vis-à-vis Hong Kong in the interurban competition to be China’s primary 

financial center.  This is a dynamic that bears watching in years ahead, most notably the 

role of the central government in Beijing in dictating the conditions of this relationship.  
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Many observers in Hong Kong are concerned by this competition, precisely because of 

the clear interest the central government has displayed in developing Pudong into a 

financial and producer services center, and Shanghai into a global city (Tao 2009).  The 

next chapter considers more fully the development of the third Chinese global city: 

Beijing, as well as the neighboring city of Tianjin during the post-reform era. 
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CHAPTER 7: BEIJING AND TIANJIN 

 

 In this chapter, I shall consider the recent developmental history of Beijing, the 

Chinese capital city, as well as that of the neighboring port city of Tianjin.  Both are 

cities that have experienced significant development growth only in the last two decades 

of economic reform in China, yet each city has a long and important history within the 

Chinese urban system. 

Beijing has been the official capital of China since the founding of the PRC33, and 

has firmly established itself as the political and cultural center of the country (Jun 2005; 

Li, Bray-Novey, and Kong 2007).  Yet the development and globalization of Beijing has 

accelerated significantly in recent years, capped most notably by the city’s hosting of the 

2008 Olympic Games.  The Chinese government has made significant efforts to position 

Beijing as a global city, and while its status as a global center among the likes of Hong 

Kong or Shanghai is debatable, it can at a minimum be considered a globalizing city or 

an emerging global city (Wei and Yu 2006). 

In terms of population, Tianjin is the largest coastal city in North China, and is 

situated approximately 80 miles southeast of Beijing.  It is one of four provincial-level 

municipalities in China34 and has been traditionally considered the literal and figurative 

gateway to the capital city of Beijing (Chang, Hu, and Sun 1992; Karnak 2006).  It was 

among the initial coastal cities opened to foreign investment during the 1980s, yet for 

                                                 
33 Nanjing was the capital of the Republic of China prior to the Chinese Civil War that led to the formation 
of the PRC (Li et al. 2007). 
34 Beijing, Chongqing, and Shanghai are the other cities considered to be the administrative equivalent of 
provinces in the PRC (Karnak 2006). 
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multiple reasons to be presented below, it has not experienced the level of economic 

growth of other major coastal cities that have “opened up” during the reform process.  As 

with the South China cities of the Greater Pearl River Delta, the proximity of Beijing and 

Tianjin have resulted in a relationship where the development of each municipality is 

closely interconnected with the other.  Thus, the two cities can be considered in the 

context of a larger Beijing-Tianjin conurbation as well (Ye 1995).  Yet as I will explain 

below, the relationship between the two cities has been far from advantageous from the 

perspective of Tianjin. 

As I have with the other cases in my study, I will begin with an examination of 

the pre-reform history of each city.  Considering Beijing and then Tianjin, I will then 

proceed to document the developmental trajectories of each city during the reform period, 

highlighting the factors that have led each city to achieve its respective level of urban and 

economic development. 

 

BEIJING 

 

Beijing has a deeply rooted history as the political center of China, and it has been 

the capital of China almost continuously since the thirteenth century.  Unlike some of the 

Chinese cities previously discussed such as Shanghai, Hong Kong, or Guangzhou, 

Beijing has not been a traditional trade and economic center within China (Wei and Yu 
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2006).  Instead, it has come to serve as not only a political and cultural hub, but Beijing 

has developed as the educational and scientific center of China as well35 (Li et al. 2007). 

In terms of population, Beijing is the second-largest city in mainland China with a 

2005 population of over 10.7 million residents.  Beijing has consistently held this ranking 

behind Shanghai since 1950, immediately after the founding of the PRC.  The most 

dramatic population growth in the city occurred during the 1990s, with the Beijing 

population increasing by approximately 15 percent from the years 1990 to 1995, as well 

as from 1995 to 2000 (Population Division of the Department of Economic and Social 

Affairs of the United Nations Secretariat 2007). 

 

Figure 7-1: Beijing Population, 1980-2005 

 

Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

                                                 
35 Two of the most internationally respected Chinese universities – Peking University and Tsinghua 
University – are located in Beijing.  In addition, both campuses are in close proximity to the Zhongguancun 
Science Park, which as will be presented later in this chapter, has been developed as the premier high-tech 
hub of the nation (Li et al. 2007). 
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Pre-Reform Background 

 By the time of the Communist revolution and the founding of the PRC in 1949, 

Beijing was a comparatively underdeveloped city relative to Shanghai and Hong Kong.  

After the Mao government established Beijing as the capital of the PRC, it set about 

transforming the city.  Aside from the waves of bureaucrats and party members who 

congregated in Beijing from all parts of the country and the construction of office 

buildings to house state ministries, Mao Zedong went about making the city an industrial 

center as well.  Shortly after arriving in Beijing in 1949 and establishing the People’s 

Republic, Mao “remarked in all seriousness that in the near future he wanted to see 

factory smokestacks everywhere in the capital” (Li et al. 2007:174).  During his 

leadership, Beijing became the second-largest industrial center in China, after Shanghai, 

so that by the 1990s there were approximately 2.1 million factory workers in the city 

alone (Li et al. 2007).  However, due to the self-reliance policy imposed by the Mao 

government, the city’s global economic ties during the pre-reform period were minimal, 

even allowing for the normalization of China-U.S. relations in the 1970s (Wei and Yu 

2006). 

 As the political center of China, Beijing was especially affected by the societal 

unrest impacting the PRC during the pre-reform period.  In large part, these events were 

the result of political campaigns initiated by Mao himself, at times with disastrous human 

and economic consequences for the country.  These included the Great Leap Forward 

during the late 1950s, an attempt to push forward economic growth that nearly lead China 

to collapse due to widespread famine.  Also, the Mao-initiated Cultural Revolution during 
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the late-1960s led to great social upheaval within China, with the capital city of Beijing 

especially impacted.  Many residents of the city were sent to remote towns and provinces 

for “reeducation.”  Additionally, many were tortured and/or killed in the ideological 

purge within the Chinese Communist Party.  The city, and the country as a whole, was 

thrown into chaos and economic shambles by the end of the Cultural Revolution and 

eventually Mao’s death in 1976 (Li et al. 2007). 

 

Post-Reform Development 

 Beijing’s urban and economic development after the implementation of economic 

reform in 1978 is in some ways similar to that of Shanghai as presented in the previous 

chapter.  The economic status of Beijing did not change markedly in the immediate 

aftermath of reform as much of the initial policies were aimed at cities and provinces in 

South China.  Beijing’s industrial structure was still greatly oriented toward heavy 

manufacturing, and was thus not able to significantly transform its economic focus 

toward such investment generating activities as export-oriented light manufacturing.  As 

was also the case with Shanghai, authorities further did not want to risk economic 

experimentation at the onset of reform with such an important city (Wei and Yu 2006). 

 In terms of GDP, the data indicate that Beijing’s economic growth during the 

1980s was comparatively modest.  Table 7-1 shows the GDP of Beijing over five-year 

intervals from 1981 to 2005.  While growth occurred during the 1980s, the most 

significant economic growth in the municipality has occurred since 1990.  Figure 7-2 

illustrates this trend as well.  Beijing has experienced an annual rate of GDP growth of 
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18.2 percent between 1986 and 2006, with notable increases during the mid-1990s of 

29.2 percent in 1994 and 31.6 percent in 1995 (Beijing Municipal Statistics Bureau 

2007). 

 

Table 7-1: Beijing GDP, 1981-2005 
 

Years GDP (100 million yuan) 
1981-1985 951.0 
1986-1990 1,978.7 
1991-1995 4,847.2 
1996-2000 12,079.4 
2001-2005 26,011.3 

 
Source: Beijing Municipal Statistics Bureau (2007). 
 

Figure 7-2: Beijing GDP, 1986-200636 

 

Source: Beijing Municipal Statistics Bureau (2007). 
 

                                                 
36 GDP data for Beijing were unavailable for individual years between 1981 and 1985, which explains why 
I use available data from 1986 forward for Figure 7-2. 
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 As the 1990s commenced, Beijing was attempting to recover from the turmoil 

surrounding the protests and subsequent violence in Tiananmen Square during June of 

1989.  The greater economic opportunity provided by reforms had also led to greater 

freedom of expression among ordinary Chinese, which culminated in protests calling for 

increased political freedom.  In suppressing the Tiananmen protests, Deng Xiaoping and 

the Communist leadership in Beijing gambled that successful economic growth would 

outweigh any immediate negative reaction, both domestically and internationally.  During 

the decade, economic development and the improvement in the material well-being of 

Beijing residents and other urban Chinese lent support to the argument that China was 

successful in its policy efforts exactly because it gave precedence to economic reforms 

rather than political reform (Li et al. 2007). 

 What factors account for the significant level of economic growth in Beijing since 

1990?  On the one hand, the post-1990 growth is similar to that found in the other major 

mainland cities examined in previous chapters.  The tacit approval of the path of 

economic reform established by the Deng leadership in the early-1990s laid the 

foundation for the influx of foreign investment activity that has been the main impetus for 

urban and economic growth throughout China.  Thus, the story of Beijing on this count 

parallels that of Shenzhen, Guangzhou, and Shanghai in terms of economic development.  

However, Beijing undertook deliberate measures in order to promote its own 

development as well, often under the direct eye of the Communist leadership that viewed 

the development of the city as being inextricably tied to that of China as a whole. 
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 Beginning in the early-1990s, scholars and urban planners in the capital promoted 

efforts to make Beijing a global city – not simply the political and cultural center of 

China – by advocating different globalization strategies and elucidating the benefits 

associated with Beijing achieving global city status (Wei and Yu 2006).  Based upon 

their interviews with local academics and municipal officials, Wei and Yu (2006) note 

how the state saw the advantages of an increasingly globalized Beijing and how both 

municipal and central government officials undertook efforts during the 1990s to achieve 

this goal.  I wish to focus on three such strategies that have clearly benefited Beijing in 

terms of its urban and economic development and have subsequently furthered its 

ambitions of becoming a global city: 1) foreign investment, 2) the establishment of a 

high-tech sector, exemplified in the Zhongguancun Science Park, and 3) hosting the 2008 

Olympic Games. 

 

Foreign Investment.  Beijing was a relatively late competitor for FDI in 

comparison to other major Chinese cities, particularly the cities of the Pearl River Delta.  

By the early-1990s, Beijing officials recognized that in order to meet its global city 

aspirations, it would need to enhance its level of foreign investment.  This would provide 

needed capital for further urban and economic development (Wei and Yu 2006).  This 

involved an effort to showcase the city as not merely the political capital of the PRC, but 

also a potential economic center as well. 

One step that the municipal government took was to organize the Foreign 

Investment Utilization Office in the early-1990s, to attract and attempt to coordinate 
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foreign investment into Beijing.  By 1995, the central government afforded some 

preferential policy treatment to the city by granting it the same benefits as an Open 

Coastal City, to make it a more attractive destination for foreign investors.  The 

municipal government in its efforts to attract foreign capital also sought to look beyond 

the traditional sources of investment – Hong Kong and Taiwan – to attract FDI.  By the 

early-2000s, Japan and the United States had joined Hong Kong to make up the major 

sources of FDI, comprising over half of the total FDI into Beijing (Wei and Yu 2006). 

FDI levels have increased significantly since these concerted efforts were undertaken in 

the early-1990s, eclipsing $1 billion by 1994, $2 billion in 1999, and reaching $5 billion 

as of 2007 (Yusuf and Nabeshima 2010). 

Much of the foreign investment going into Beijing and many of the MNCs that 

conduct business in the city tend to be concentrated within a number of designated 

commercial districts within the city.  These various development zones and industrial 

parks offer more preferential business and investment conditions for foreign firms.  More 

than two-thirds of the companies located within these districts are foreign multinationals 

(Wei and Yu 2006).  Still, Beijing is handicapped in certain respects in its interurban 

competition with other major cities within the PRC.  Given that the municipal 

government is under the direct supervision of the central authorities, it has not been able 

to offer some of the preferential investment policies that other cities have done to attract 

foreign capital (Jun 2005). 

 



 169

High-Tech Sector.  Of significant importance for Beijing, it has successfully 

developed a high-tech sector within the city that gives it a comparative advantage over 

other Chinese cities.  Municipal leaders recognized that having a strong high-tech and 

information technology (IT) presence in the city was key to its competitiveness for global 

city standing.  They viewed the development of a high-tech sector as a primary means by 

which Beijing could achieve global city status, particularly when viewing the high-tech 

presence in competing global cities within East Asia such as Tokyo, Seoul, and Taipei 

(Wei and Yu 2006).  As noted by Wei and Yu (2006): “In the Master Plan of Beijing 

(1991-2010), the municipal government explicitly announced that ‘industrial 

development [of the city] will concentrate on high-tech, high value-added industries’” (p. 

388).  Beijing has proceeded to develop its strength in the high-tech sector and research-

intensive industries, taking advantage of the proximity to universities and research 

institutions within the city (Yusuf and Nabeshima 2010). 

The prime example of Beijing’s high-tech development is the Zhongguancun 

Science and Technology Zone, informally referred to as China’s Silicon Valley (Yusuf 

and Nabeshima 2010).  Construction of Zhongguancun was approved by the State 

Council in 1988, and was subsequently developed during the 1990s.  Once built, it 

became the first national-level high-tech zone in the PRC and benefitted from generous 

financial and policy support (e.g., tax exemptions for qualifying high-tech firms) from the 

central government (Wei and Yu 2006). 

Zhongguancun is located in the Haidan district of the city, near the elite research 

universities in Beijing: Peking University, Tsinghua University, and the Chinese 
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Academy of Sciences.  It has evolved to become a hub of IT and electronic equipment 

firms, including some of the more notable domestic companies such as Lenovo and 

Baidu37 (Yusuf and Nabeshima 2010).  By the early-2000s there were over 8,000 

registered high-tech firms in Zhongguancun, of which more than 1,000 were foreign 

MNCs.  Many of the world’s preeminent IT and high-tech companies (e.g., IBM, 

Hewlett-Packard, Microsoft, Intel) have established research and development facilities 

in Zhongguancun Science Park (Wei and Yu 2006). 

 

2008 Olympic Games.  After Beijing bid unsuccessfully for the 2000 Olympic 

Games during the early-1990s, many Chinese leaders felt that in order to boost the city’s 

global image it needed to become more international and “modern” in terms of its 

infrastructure and architecture (Li et al. 2007).  On one level, hosting an Olympics can be 

seen as a marketing experience and an opportunity for “city branding,” raising the profile 

of a hosting city and enhancing its reputation worldwide (Wei and Yu 2006; Zhang and 

Zhao 2009).  Government leaders in particular felt that hosting the Games would not only 

enhance Beijing’s image, but also propel it to global city standing (Wei and Yu 2006).  

On another level, Beijing took advantage of the opportunity presented by the 2008 

Olympic Games to thoroughly modernize the “look” of Beijing, transforming it into a 

contemporary, global metropolis (Li et al. 2007). 

Both the central and municipal governments took lead roles in preparing Beijing 

for the 2008 Olympic Games.  Upon the city’s winning Olympic bid being announced in 

                                                 
37 As noted in Yusuf and Nabeshima (2010), the computer company Lenovo evolved as a spin off firm 
from the Chinese Academy of Sciences in Beijing. 
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2001, leaders took it upon themselves to create a new image for Beijing through 

Olympic-related construction and infrastructure projects (Wei and Yu 2006).  At the end 

of 2001, the Beijing Organizing Committee for the Olympic Games (BOCOG) was 

established, headed by then Beijing mayor Liu Qi, and included various members of 

Beijing’s municipal government, officials from the State Sports General Association of 

China as well as from the Chinese Olympic Committee.  The BOCOG was charged with 

preparing the facilities and municipal infrastructure needed for the Games (Ong 2004). 

By the time the Games commenced in 2008, it was estimated that the 

infrastructural cost for hosting the games would add up to over $20 billion 

(BusinessWeek 2008).  The money has been spent on some of the world’s most 

impressive architectural structures in recent years: 1) a new passenger terminal – 

Terminal 3 – at Beijing Capital International Airport, which upon its completion became 

the largest building in the world, 2) the Beijing subway system expansion that makes it 

the world’s most extensive underground rail network, and 3) new sports facilities such at 

the National Stadium – nicknamed the “Bird’s Nest” – and the National Aquatics Center 

(Barboza 2008; BusinessWeek 2008). 

Globally renowned, non-Chinese architects have designed most of these structures 

and other new buildings.  Beijing Airport’s new terminal was designed by the British 

architect Norman Foster, the “Bird’s Nest” National Stadium by Swiss architects Jaques 

Herzog and Pierre de Meuron, and the new headquarters of Chinese Central Television 

(CCTV) – an avant-garde architectural design consisting of two interlocked Z-shaped 

towers – by Dutch architect Rem Koolhaas (Li et al. 2007; Barboza 2008).  This 
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infrastructure development had a significant symbolic impact once the 2008 Olympic 

Games commenced, showing Beijing to the world as a sophisticated, modern city and 

China as a whole as an ascendant global power. 

 

TIANJIN 

 

 The story of Tianjin’s urban and economic development is that largely of a city in 

the inescapable shadow of Beijing (see Figure 7-3).  Unlike the other major urban regions 

of China – the Pearl River Delta and the Yangtze River Delta in particular – the Beijing-

Tianjin conurbation has not historically been one of mutual dependence and 

complementary relations between the constituent cities.  While Tianjin and Beijing are of 

somewhat comparable population size and relative economic strength, Beijing is clearly 

the more dominant of the two on multiple dimensions38.  Tianjin can be considered in 

many respects to be a “city in the shadow” of Beijing (Karnak 2006). 

 

                                                 
38 As of 2005, the population of Tianjin was 7.0 million to Beijing’s 10.7 million (Population Division of 
the Department of Economic and Social Affairs of the United Nations Secretariat 2007).  The cities’ 
respective GDP levels for the year were 369.7 billion yuan for Tianjin and 688.6 billion yuan for Beijing 
(Beijing Municipal Statistics Bureau 2007; Tianjin Municipal Bureau of Statistics 2007). 
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Figure 7-3: Map of Tianjin  

 

Source: Wei and Jia (2003). 
 

Pre-Reform Background 

 In the mid-nineteenth century, Tianjin served as a treaty port open to foreign 

concessions, similar to the historical role of Shanghai.  Indeed, Tianjin’s traditional role 
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as the primary industrial center of northern China earned the city the informal designation 

as the “Shanghai of the North” (Wei and Jia 2003).  By the early-twentieth century, 

Tianjin was the second largest city in China in terms of population, trade, and industrial 

production, behind only Shanghai.  By the founding of the PRC in 1949, Tianjin was a 

major industrial center and clearly the second largest city in China behind Shanghai on 

such dimensions as exports and state revenue (Chang et al. 1992; Wei and Jia 2003).  For 

example, in 1949 Tianjin’s industrial output was 729 million yuan, far less than 

Shanghai’s 3.5 billion yuan, yet significantly exceeding Beijing’s output level of 170 

million yuan for the year (Wei and Jia 2003). 

 During the period of Mao’s leadership and up to the onset of economic reforms in 

the late-1970s, the developmental fortunes of Tianjin vis-à-vis Beijing reversed.  What 

had once been acknowledged as the “Shanghai of the North” gradually began to take on a 

more ancillary role within the Chinese urban system.  In terms of population, Tianjin 

from 1950 to 1980 maintained the position of China’s third-largest city.  Yet by 2005, 

Tianjin had dropped to seventh on the list of most populous cities, between Hong Kong 

and Chongqing (Population Division of the Department of Economic and Social Affairs 

of the United Nations Secretariat 2007).  Figure 7-4 illustrates Tianjin’s modest 

population growth relative to other major Chinese cities.  By means of comparison, 

Tianjin has experienced an average population increase over each five-year interval of 

6.4 percent, whereas Beijing has experienced an average increase of 10.8 percent.  Stated 

differently, the population in Tianjin has increased by fewer than two million over the 25 

year-period, while during the same span Beijing’s population has increased by over four 
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million residents (Population Division of the Department of Economic and Social Affairs 

of the United Nations Secretariat 2007). 

 

Figure 7-4: Tianjin Population, 1980-2005 

 

Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

 Perhaps the primary factor accounting for Tianjin’s decreasing importance during 

the Mao years was the de-emphasis placed upon the city by central government planners.  

Relative to Beijing and Shanghai, Tianjin did not receive any sort of preferential 

treatment by state planners in terms of resource allocation or capital investment (Chang et 

al. 1992; Wei and Jia 2003).  As discussed earlier in the chapter, Mao Zedong set a 

deliberate agenda during the early years of the PRC to remake Beijing into an industrial 

center as well as the political hub of the nation (Li et al. 2007).  Such an agenda came to 

particularly disadvantage Tianjin, which by the late-1970s had clearly fallen to the 
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second most important economic and industrial center in North China behind Beijing 

(Wei and Jia 2003). 

 

Post-Reform Development 

 The onset of economic reform gave Tianjin an opportunity to gradually revitalize 

its development (Chang et al. 1992).  As was the case for major Chinese cities outside of 

the Pearl River Delta where reforms were first initiated, economic liberalization did not 

bring immediately significant changes or growth.  Tianjin has not been quite as 

developmentally endowed as other major Chinese cities.  Relative to Guangzhou and 

Shenzhen whose proximity and cultural links to Hong Kong proved to be a major impetus 

for investment, Tianjin has not been favored by any single source of foreign capital.  In 

comparison to Shanghai, Tianjin does not have a traditional base in producer and 

financial services, nor a high level of fiscal investment from the central government.  

Furthermore, Tianjin has to compete with the capital in its own backyard, given Beijing’s 

ability to use its political influence to sway and then pilfer potential foreign investors 

(Yusuf and Wu 1997). 

 Tianjin has also been developmentally handicapped during the post-reform period 

by a lack of industrial transformation.  Tianjin, like many of the major cities during the 

pre-reform Mao-led years, was developed into an industrial center.  During the 1980s, 

Tianjin did not experience significant growth, largely because its economy was still 

dominated by heavy industry and large state owned enterprises (SOEs), most of which 

were under the control of the central government (Wei and Jia 2003).  As noted by Wei 
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and Jia (2003), by 1990 SOEs were still responsible for nearly three-fourths of municipal 

GDP in Tianjin.  Thus, in explaining Tianjin’s developmental difficulties early in the 

post-reform period, the industrial structure of the economy was a significant factor. 

 

Economic Zones.  One of the major key in Tianjin’s post-reform development and 

restructuring its economy has been the success of the city’s first SEZ: the Tianjin 

Economic-Technological Development Area (TEDA).  TEDA was initiated in 1984 as a 

product of the city’s designation as an Open Coastal City, part of the early preferential 

policies initiated by the central government during the first years of economic 

liberalization.  As with SEZs, the main purpose of the TEDA was to attract foreign 

capital, and it did so by means of concessions on taxes, tariffs, land fees, and the like 

(Chang et al. 1992).  It was also intended to be Tianjin’s access point to the broader 

global economy (Wei and Jia 2003).  A specific example of the incentives to attract 

foreign investors noted in Chang et al. (1992) was that within the TEDA, foreign firms, 

joint ventures, and cooperative enterprises did not have to pay taxes during the first five 

years of operations, with this concession potentially extended for another five years.  The 

TEDA has played an essential role in Tianjin’s post-reform development.  By the mid-

2000s, over 4,000 foreign invested enterprises had established operations within the 

TEDA (Karnak 2006). 

Tianjin municipal leadership during the early-1990s pushed to reform and 

liberalize the city’s economy even more as a means of attracting foreign investment.  A 

key figure during this period was the politically influential mayor of Tianjin, Zhang 
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Lichang, who eventually became a member of the powerful Central Committee in 

Beijing.  Zhang and other municipal leaders advocated global city aspirations for Tianjin, 

and these efforts were spearheaded by the development of the Binhai District within the 

city.  Planners aimed for Binhai to be a modern global city district, being Tianjin’s 

version of Shanghai’s Pudong New Area, characterized by a high level of globalization, 

the presence of high-tech industries, and the agglomeration benefits of advanced producer 

service firms.  The ambitious municipal plans called for Tianjin to be a global city by 

2021, creating a Beijing-Tianjin global city megalopolis (Wei and Jia 2003).  Ultimately, 

while the Binhai District has made a significant contribution to the urban and economic 

development of the city, the global city aspirations for Tianjin have yet to be achieved, 

and for reasons discussed below are unlikely to do so in the immediate future. 

 

 Relationship with Beijing.  Tianjin’s efforts to develop the Binhai District and 

become a global city, while admirable, are constrained by a number of factors largely 

beyond the control of municipal leaders.  In attempting to achieve global city standing, 

Tianjin is entering a highly competitive arena, both in a national and East Asian regional 

context.  Foremost among these competitors is neighboring Beijing.  As noted above, the 

two cities compete directly for foreign investment, and Beijing is in a much stronger 

position, most notably due to its political weight.  Further, the central leadership in 

Beijing has the final say in the preferential policies accorded for the development of any 

city within the PRC.  Arguably, parochial interests in Beijing handicap Tianjin in this 

manner as well.  The development of the Binhai District is a case in point.  Development 
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of Binhai during the 1990s remained largely a municipal effort, lacking the same level of 

preferential policy treatment and support that the Beijing leadership earlier provided for 

the development of Pudong in Shanghai (Wei and Jia 2003). 

 As Wei and Jia (2003) observe, Tianjin’s development efforts during much of the 

post-reform era have often been hamstrung by conservative, non-risk taking leadership.  

The city has been characterized as a traditional city dominated by large, state-owned 

industries, not a thriving global metropolis.  This can also be attributed to the proximity 

of Beijing.  Due to the presence of central government leadership in the capital city, there 

is the expectation of political stability within Tianjin, thus it is more tightly monitored by 

Beijing authorities (Cheung 1999).  As noted by Cheung (1999), during the post-reform 

period Tianjin leaders could not easily introduce initiatives such as market-oriented price 

reforms because any inflationary pressures that resulted could compromise political 

stability within the city. 

 

CONCLUSION 

 

 In considering the developmental paths of Beijing and Tianjin, I have presented 

the cases of two cities that neighbor one another but that have taken largely differing 

trajectories in the post-reform era.  The development of Beijing shows a municipality that 

has parlayed its status as the political center of the PRC into global city standing.  The 

evolution of Tianjin however is reflective of a city that has benefitted from some 

preferential policies and geographic endowments (i.e., its coastal location), yet has had its 



 180

developmental aspirations structurally constrained by the proximity and political power 

of the neighboring capital city. 

 Clearly, Beijing’s standing as the political center of the PRC is a major causal 

factor in its becoming a global city.  Once the municipal and central governments 

formulated the plan during the 1990s for Beijing to become a global city, there was no 

shortage of political support for the endeavor.  The efforts to attract FDI and the presence 

of MNC regional headquarters also benefitted from the political strength of the capital 

city.  In contrast, Tianjin, while to some degree politically connected to the central 

leadership in Beijing, has not developed in a synergistic fashion with its neighbor.  As the 

case of the Binhai District illustrates, Tianjin’s development and lofty aspirations to 

become a global city have been hindered by a lack of full political support from the 

central government.  Also, the development of Tianjin has been considered by the state to 

be secondary to that of Shanghai or cities in the Pearl River Delta.  Therefore, the city’s 

desires to become a global city have been hindered by its subsidiary position in the 

pecking order of the PRC urban hierarchy as viewed from Beijing. 

 In the next chapter, I present the cases of the two major Chinese cities in my study 

that deviate from each of the aforementioned six cities I have profiled thus far.  Both 

Shenyang and Wuhan, while not entirely developmental “losers” during the post-reform 

period, are clearly not developmental “winners” when considered in relation to Hong 

Kong, Shenzhen, Guangzhou, Shanghai, Beijing, or Tianjin.  The explanation for what 

exactly has taken place in these two cities as a consequence of economic liberalization 

will be documented in Chapter Eight. 
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CHAPTER 8: SHENYANG AND WUHAN 

 

 Perhaps one of the more interesting topics to pursue in the study of Chinese urban 

development during the post-reform period is to explore what has happened to those 

major cities that have not experienced extraordinary growth.  It was arguably fairly easy 

to predict in the late-1970s that major metropolitan areas such as Shanghai, Hong Kong, 

and Guangzhou would thrive as a consequence of economic liberalization in China.  

What would have been more problematic looking into the figurative crystal ball was 

identifying which particular cities would experience relative stagnation or even decline 

during the subsequent decades.  While the former has been the focus of much of my 

study, the latter trend is what I aim to consider in this chapter. 

Shenyang and Wuhan were each among the largest municipalities in the PRC 

when economic reforms commenced in the late-1970s.  In the three decades since, each 

has maintained its position among the largest cities in the country, yet they have both 

been eclipsed by other Chinese cities on various dimensions.  Why has this occurred?  

What causal factors explain the relatively modest growth of these cities?  This chapter 

will attempt to answer these questions by focusing upon the respective development – or 

lack thereof – of both Shenyang and Wuhan during the post-reform period. 
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SHENYANG 

 

Figure 8-1: Map of Northeast China with Shenyang 

 

Source: Miller (2007) 

 

Shenyang is the capital of Liaoning Province and the largest city in Northeast 

China (see Figure 8-1).  In 1980, Shenyang ranked as the fourth largest city in the PRC, 

with a population of approximately 3.9 million.  As Figure 8-2 illustrates, Shenyang’s 
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population has grown quite modestly over the succeeding 25 years.  While it has 

experienced an average growth rate of 3.9% over each five-year interval, the city actually 

had a decrease in population between 1990 and 1995, and between 1995 and 2000.  By 

2005, Shenyang had only the country’s ninth largest population with approximately 4.7 

million residents (Population Division of the Department of Economic and Social Affairs 

of the United Nations Secretariat 2007). 

 

Figure 8-2: Shenyang Population, 1980-2005 

 

Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

 Shenyang’s main role within the Chinese economy during the history of the PRC 

has been that of a heavy industry center dominated by state owned enterprises (SOEs).  

Under the leadership of Mao Zedong, the city was a key industrial hub within the Chinese 

planned economy.  It gained a role as the one of the largest industrial cities in China.  By 

the early-1960s, during the Mao-initiated Great Leap Forward campaign, Shenyang was a 
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major beneficiary of economic and social reforms that generated mass industrialization 

efforts.  In 1960, the city’s gross industrial output value was approximately 6.4 billion 

yuan, comprising 5.1 percent of the national total, a contribution behind only that of 

Shanghai, Beijing, and Tianjin.  Yet there also existed an imbalance in the Shenyang 

economy between heavy and light industrial production, with an investment ratio of 20:1 

in favor of heavy industry (e.g., machine tools, electrical equipment, automobiles, steel-

making) over light industry (Zhang 2003).  Shenyang’s urban economy was thus heavily 

skewed toward heavy industry right up to the onset of economic reforms in the late-

1970s. 

 As with other major cities outside of South China, Shenyang was not a participant 

in early reform efforts.  By the mid-1980s however, efforts were under way to restructure 

and diversify the Shenyang economy.  The city has maintained its role as a key heavy 

industrial center of the PRC, with heavy industry comprising a high proportion (roughly 

60 percent) of all industrial output during the post-reform period (Zhang 2003).  

Shenyang still remains an industrial hub for the production of machinery, automobiles, 

petrochemicals, pharmaceuticals, electronics, and building materials (Miller 2007). 

Table 8-1 shows the change in the composition of GDP in Shenyang by industrial 

sector.  One trend that is clear is that Shenyang has been expanding and modernizing in 

recent decades, with a strong trend toward tertiarization at the expense of industrial 

production.  While Shenyang has been moderately successful in boosting the presence of 

the service sector in the city – particular FIRE sector activities such as banking, 

insurance, and financial consulting – it has done so at a significantly later stage than other 
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major Chinese cities.  For example, the first foreign-owned banks did not establish 

branches in Shenyang until the mid-2000s, with Hana Bank of South Korea arriving in 

2004, and other regional banks such as the Bank of Tokyo-Mitsubishi UFJ, Bank of East 

Asia, and HSBC Holdings arriving shortly thereafter (Miller 2007). 

 

Table 8-1: Composition of Shenyang GDP, by Percentage 
 

Year Primary Industry Secondary Industry Tertiary I ndustry 
1978 7.5 68.5 24.0 
1985 8.4 60.9 30.7 
1990 8.7 52.2 39.1 
1995 6.8 53.6 39.6 
2000 5.7 56.1 39.2 

 
Source: Zhang (2003). 
 

 The case of Shenyang is comparable in many respects to that of American “Rust 

Belt” cities such as Pittsburgh or Detroit that were centered upon heavy industry and 

experienced economic decline as a result of deindustrialization.  As with these Rust Belt 

cities, Shenyang has gone through industrial transformation as a consequence of both 

global and national economic forces.  Yet the key factor shaping Shenyang’s 

development – as this study documents has been the case for other large Chinese cities – 

is the role of the state in formulating or shaping urban development policy. 

Prior to economic reform initiatives, the Mao government invested heavily for 

decades to transform Shenyang into a center for heavy industrial production in the PRC. 

During the post-reform period however, the municipality did not receive sufficient funds 

from Beijing to engage in effective industrial transformation (Zhang 2003).  In large part, 

this is because initial reform efforts were focused on the southern coastal cities of China, 
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and while subsequent policies favored other central and northern cities, state-level 

regional policy decisions ensured that Shenyang was not targeted as a key destination for 

foreign investment. 

The city has also experienced a number of problems during the post-reform 

period: massive job losses during the 1990s due to the reform of local SOEs, 

environmental pollution issues, and political corruption scandals involving top municipal 

leaders (Miller 2007).  Without strategic central government support in terms of 

preferential policy treatment, Shenyang has been unable to overcome these issues as well 

as the structural limitations imposed by its economic organization (Zhang 2003).  Yet 

some efforts have been initiated in recent years to help remedy Shenyang, most notably 

the State Council initiated “Revitalize the Northeast” campaign to aid major cities such as 

Shenyang, Dalian, Harbin, and Changchun39.  Indeed, GDP growth in Shenyang reached 

248.3 billion yuan in 2006, an increase of 16.5 percent over 2005 (Miller 2007).  While 

Shenyang has largely been left behind during the process of Chinese economic 

liberalization and will unlikely regain any sort of dominant economic role approximating 

its status during the Mao era, the city may yet experience a modestly successful urban 

transformation in the years ahead. 

 

                                                 
39 The “Revitalize the Northeast” campaign has aimed to reform and privatize SOEs, promote infrastructure 
investment, and modernize specific industrial sectors in Liaoning, Jilin, and Heilongjiang Provinces.  
According to State Council reports, the campaign has thus far been successful in boosting GDP growth, 
FDI into the provinces, and trade levels in the region (Miller 2007). 
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WUHAN 

 

 Wuhan is the most populous city in central China and the capital of Hubei 

Province.  It is advantageously situated in geographical terms at the intersection of two 

major rivers – the Yangtze and the Hanshui – making it a key hub for waterway transport.  

Wuhan is also centrally located within China so that it is in fairly close proximity to other 

major cities such as Beijing, Guangzhou, Chongqing, and Shanghai (Arndt 2008).  The 

city is known as the “thoroughfare to nine provinces” and is China’s largest inland rail 

and highway hub (Chibamba and Li 2008).  As a result, its central geographic location 

(see Figure 8-3) within China enabled it to become an important commercial center and 

trade entrepôt for much of its developmental history (Liu 1995).  In the early-twentieth 

century, Wuhan was a hub of finance and foreign investment as well, with the second 

most financial institutions in China after Shanghai (Han and Wu 2004).  Like Shenyang, 

it is a traditional major city within China whose urban and economic development has 

lagged behind other municipalities during the decades of the post-reform period.  Yet the 

role of Wuhan within the Chinese urban system provides a differing explanation for its 

recent developmental path. 
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Figure 8-3: Map of Central China with Wuhan 

 

Source: Arndt (2008) 

 

Like the majority of other major Chinese cities, Wuhan has experienced 

significant population growth since the onset of economic reforms (see Figure 8-4).  In 

1980, Wuhan was the fifth-largest municipality in the PRC, with a population of just over 

three million, ranking between Shenyang and Guangzhou in the urban population 

hierarchy.  By 2005, Wuhan was still ranked fifth – now between Shenzhen and Hong 

Kong – yet its population had increased significantly to over seven million residents.  

Showing a population growth pattern characteristic of most of the cities in this study, the 

largest expansion came during the 1990s, with Wuhan’s population increasing by 

approximately 32 percent between 1990 and 1995 as well as from 1995 to 2000 
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(Population Division of the Department of Economic and Social Affairs of the United 

Nations Secretariat 2007). 

 

Figure 8-4: Wuhan Population, 1980-2005 

 

Source: Population Division of the Department of Economic and Social Affairs of the United Nations 
Secretariat (2007). 
 

 In its history prior to reform, the city was another part of the country chosen by 

Mao Zedong to be an industrial center within the PRC.  During the 1950s, central 

planners envisioned that Wuhan would be the industrial hub of South China.  A number 

of large SOEs came to be developed, such as the Wuhan Iron and Steel Corporation, 

which remains one of the largest domestic firms based in central China (Han and Wu 

2004).  While its economic role as an industrial center was enhanced during the Mao 

period, Wuhan’s traditional functions as a commercial and trading hub took on decreased 

importance.  This can be seen largely as a consequence of the isolationist, closed-door 

economic policy of the PRC prior to the onset of reform, which eliminated much of 
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Wuhan’s prior trade and re-export functions.  Between 1953 and 1982, the central 

government invested a cumulative total of approximately 9.7 billion yuan into Wuhan for 

the purpose of industrial development, resulting in a relatively comprehensive and 

diversified industrial base within the city (Liu 1995).  As a result, by the early-1980s 

Wuhan was the fourth-largest industrial center in China, behind only Shanghai, Beijing, 

and Tianjin in terms of industrial output (Han and Wu 2004). 

 What has happened to Wuhan during the period of economic liberalization?  In 

short, unlike Shenyang, it has not experienced a period of economic stagnation.  Wuhan 

simply has not developed as fast nor as extensively as other major cities in China have 

done (Han and Wu 2004).  As Figure 8-5 illustrates, the GDP levels of Wuhan have 

increased significantly during the post-reform period, at an average rate of 16.5 percent 

per year, with the most dramatic increases occurring after 1992.  This can be traced to the 

first significant preferential policy treatment for Wuhan during the post-reform period, 

when the Yangtze development plan was announced in 1992 that specifically targeted the 

inland region of the PRC.  The logic of the Beijing leadership was that the growth 

initiated in Shanghai with the Pudong New Area would emanate down the Yangtze River 

to Wuhan, which would subsequently stimulate the inland economies (Solinger 1996).  

Upon these reforms, FDI into Wuhan increased dramatically, with FDI inflows increasing 

each year between 1992 and 1994 by an average of 107.9 percent each year (Chibamba 

and Li 2008). 
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Figure 8-5: Wuhan GDP, 1978-2007 

 

Source: Wuhan Statistics Bureau (2008). 
 

 Wuhan’s post-reform history also represents a case in point of the role of the 

central state in shaping the development trajectory of major Chinese cities.  A simple 

explanation for Wuhan’s lack of relative developmental success is its inland location, 

given that only coastal cities were given preferential policy treatment at the onset of 

economic reforms and that all central and western cities within the PRC were 

disadvantaged.  However, Wuhan had a number of advantages – most notably geographic 

and human capital – that set it apart from other inland municipalities.  Given its key 

location along the Yangtze in particular, Wuhan has historically served as an important 

transport hub and commercial entrepôt within China.  Its role in domestic and foreign 

trade prior to the founding of the PRC made Wuhan more akin to coastal cities such as 

Shanghai, Tianjin, and Guangzhou rather than other inland localities.  At the onset of 

reform, Wuhan also had a decided advantage in terms of scientific personnel and 
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educational institutions, ranking only behind Beijing and Shanghai in the early-1980s in 

its number of higher education institutions and academies (Solinger 1996). 

 Arguably, on a level market playing field at the onset of reform, Wuhan would 

have fared better developmentally than it did.  Wuhan’s municipal leadership during the 

first decade of economic liberalization was enterprising enough, but they faced obstacles 

not just at the national level, but also at the provincial level.  As Solinger (1996) notes, 

Hubei authorities “intentionally placed limits on the city’s development in order to 

further the interests of its other municipalities, reducing Wuhan’s exports, for example in 

order to promote theirs” (p. 9, 12). 

At the national level, Wuhan had to contend with the lack of preferential policies 

that were granted to the coastal cities, handicapping it in the interurban competition for 

foreign investment and economic development.  In her research, Solinger (1996) 

interviewed an official from the Wuhan System Reform Commission, who explained how 

“Guangzhou, Shanghai and Beijing had three principal advantages, all of which were 

absent from Wuhan for over a decade” (p. 33).  These three advantages: 1) preferential 

policies granted by the central government, 2) a high profit retention ratio, and 3) foreign 

investment (Solinger 1996) end up being very much in accordance with the evidence 

presented in the previous cases of how other major Chinese cities were able to experience 

significant urban development as a consequence of reform and economic liberalization. 
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CONCLUSION 

 

 In answering the question of why Shenyang and Wuhan, two large Chinese cities 

failed to develop after the implementation of economic reforms, there are a number of 

explanations.  Each city is unique in terms of its factor endowments (e.g., geographic 

location, industrial structure) and its developmental history, both pre- and post-reform.  

Yet a common denominator for both cities is the lack of preferential policy treatment 

from the central government in Beijing. 

Shenyang had a developmental history as a heavy industrial center dominated by 

large SOEs.  Like other major cities outside of the Pearl River Delta, it did not participate 

in early reform efforts.  Yet even when cities like Shanghai and Beijing were garnering 

economic support from the central government for their development into global cities, 

Shenyang lagged behind simply in its efforts to engage in industrial transformation, and 

is clearly not a contender among the cases in my study for global city standing. 

Wuhan, however, has more advantages to speak of.  It represents an interesting 

case because like Shanghai, it was a history as a finance and trade center.  While not a 

coastal city, its location along the Yangtze River made it an important trade center similar 

to Guangzhou.  So where did the development of Wuhan diverge from other major 

Chinese cities?  It simply did not develop as much, and as the qualitative interview data 

from Sollinger (1996) indicates, Wuhan lacked the advantages of preferential policy and 

foreign investment that other cities possessed at a much earlier stage in the post-reform 

period.  In the next chapter, I conduct my qualitative comparative analysis to more 
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formally isolate the role of state policies, foreign investment, and other causal factors in 

explaining the developmental trajectories of all eight major Chinese cities in my study. 
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CHAPTER 9: COMPARATIVE CASE ANALYSIS 

 

 In this chapter I present my comparative case analysis in order to address the 

question of what factors have led some major Chinese cities to become global or world 

cities during the era of economic reforms while other cities have not?  In my analysis, I 

aim to consider how certain characteristics or experiences of these cities early in the post-

reform period were seminal in shaping their developmental paths decades later.  On a 

theoretical level, this will ideally supplement much of the existing literature on global 

cities and urban development by highlighting that within the Chinese context, 

developmental trajectories have been largely shaped by its distinctive political economy 

of reform. 

 

REVIEW OF CASE STUDIES 

 

 Before presenting my fuzzy-set qualitative comparative analysis (fs/QCA), I wish 

to review what I found in the preceding chapters in my individual case studies for each 

major Chinese city.  In doing so, I shall primarily review which variables proved to be 

important in the developmental paths for each city, whether the city has attained global 

standing or not. 
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Hong Kong, Guangzhou, and Shenzhen 

 Hong Kong represents arguably the most unique case in my study, given its 

colonial history as a city-state at the onset of economic reforms, the synergistic 

relationship that subsequently developed with Guangdong Province, and the eventual 

reversion to Chinese sovereignty as a Special Administrative Region (SAR) in 1997.  It 

experienced a notable economic transformation as a consequence of mainland economic 

liberalization.  As of the late-1970s and early-1980s, Hong Kong was still focused in 

large part on light, export-driven manufacturing (Meyer 2000; So 2004).  With the onset 

of mainland reform, Hong Kong industrialists came to shift their production facilities to 

the newly accessible, lower cost Guangdong.  This implemented a major shift in the 

economic focus of Hong Kong, from an industrial, trade, and transportation hub to one 

focused on advanced producer services (Enright et al. 2005).  This high-end tertiarization 

of the Hong Kong municipal economy – most notably in the FIRE sectors – makes it the 

most similar to an ideal type global city of the cases in this study. 

While the service sector dominates the contemporary Hong Kong economy, it has 

had a sizable tertiary base since 1980 (Census and Statistics Department, Hong Kong 

Special Administrative Region 2009b).  Also of importance with respect to Hong Kong’s 

global/world city standing is the presence of MNC offices and headquarters in the city.  

Hong Kong is second only to Singapore in terms of being a MNC regional headquarters 

hub in East Asia, holding an advantage over Tokyo and Shanghai in number of regional 

headquarters locations (Enright et al. 2005).  All of these attributes illustrate why Hong 
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Kong can be considered the most economically developed and advanced city in this 

study. 

The developmental trajectories of Guangzhou and Shenzhen are similar to one 

another, yet distinct from that of Hong Kong.  Both cities were among those selected by 

the central government to be initial subjects in the early reform experiments.  Shenzhen 

was granted one of the first Special Economic Zones in 1980 and Guangzhou was 

declared an open coastal city in 1984.  By virtue of this preferential policy treatment, 

both cities gained a developmental edge in terms of a head start relative to other major 

Chinese cities in the competition for global capital and FDI.  Beginning in the 1990s, 

both cities experienced explosive growth, in multiple ways.  After the tacit endorsement 

for economic liberalization granted by Deng Xiaoping following his famous southern 

tour in 1992 (Naughton 2007), FDI and population levels increased dramatically in both 

cities.  Each was a major pole for foreign capital and investment, in no small part due to 

their proximity to Hong Kong. 

Population growth was also remarkable as well with internal migration into 

Guangdong swelling the population during the decade.  The case of Shenzhen’s 

incredible population growth is well documented.  As significant as the urban and 

economic development of each city has been during the post-reform period, neither can 

be considered to be a global city at this point.  There still exists the largely synergistic 

relationship with Hong Kong, with the Special Administrative Region taking on many of 

the advanced producer and financial services within the Greater Pearl River Delta 

Region, which makes the development of such functions in Guangzhou and/or Shenzhen 
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duplicative and unnecessary.  Therefore, a potential explanation for why neither 

Guangzhou nor Shenzhen has yet to develop into a fully global city is the proximity of 

Hong Kong. 

 

Shanghai 

 Of any of the major cities within the PRC in this study that can now lay claim to 

being a global city, it is Shanghai.  It is a city that has recovered is historical standing as a 

financial and economic center as a consequence of reforms, and is situated to compete 

with Hong Kong as the premier Chinese global city in the years ahead (The Economist 

2002; BBC News 2007; Tao 2009).  Shanghai has unequivocally been successful in terms 

of its urban and economic development during the post-reform period, but it has had to 

play “catch-up.”  While it was granted early policy preference during the mid-1980s with 

the designation as an open coastal city, Shanghai was initially unable to fully compete 

with cities in the Pearl River Delta for global capital and investment.  This was a function 

of Beijing leaders’ unwillingness to experiment with reforms too early in key cities such 

as Shanghai that contributed significantly to the state’s coffers. 

After much lobbying by Shanghai authorities, it was granted its own equivalent of 

a Special Economic Zone with the development of the Pudong New Area, which opened 

in 1993.  As with Guangzhou and Shenzhen, FDI poured into Shanghai during the 1990s 

and through the 2000s, largely resulting from the opening of Pudong.  Yet the Pudong 

New Area represents more than simply an SEZ; it has developed the infrastructure to 

become a high-end global financial and economic center (Marton and Wu 2006).  



 199

Therefore, it can be argued that due to its historical legacy as a financial center, the level 

of FDI coming into the city, and the strong political connections with the central 

government that Shanghai has been able to become a global city during the post-reform 

era. 

 

Beijing and Tianjin 

 As with the case of Shanghai, the cities of Beijing and Tianjin have been 

comparatively late recipients of the developmental benefits brought about by reform 

policies.  Beijing is generally considered one of the major large cities in China, yet it has 

not traditionally served as a financial or business center as the other metropolises: Hong 

Kong and Shanghai.  Rather, Beijing’s functional importance has lied in its basis as the 

political, cultural, and educational center of the PRC. 

How did Beijing become a global city?  As detailed in Chapter Seven, officials 

and urban planners in Beijing commenced developmental efforts to elevate it to global 

city standing (Wei and Yu 2006).  Among the strategies employed by Beijing authorities 

were to 1) attract FDI into the city, 2) establish designated commercial districts, and 3) 

elevate both the city’s and China’s international profile by hosting the 2008 Olympic 

Games.  By attracting foreign capital and establishing commercial areas of the city, 

Beijing has strengthened its MNC presence, including the continued presence of the 

headquarters of many large state-owned enterprises.  Also, the political significance of 

the city has also been a major factor, influencing locational decisions of MNC affiliates, 
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as well as figuring prominently in China’s efforts to use Beijing to project itself on an 

international stage with the Olympics. 

 Tianjin by contrast has not been nearly as successful developmentally as Beijing, 

or even other comparably sized major cities within the PRC.  Tianjin was the third-largest 

city in China in 1980, but it has grown fairly modestly in size during the post-reform 

period, being eclipsed in population by all of the large Greater Pearl River Delta cities 

(i.e., Hong Kong, Shenzhen, Guangzhou).  Although Tianjin was designated preferential 

status as one of the coastal open cities during the 1980s, it has not attracted quite the level 

of foreign capital and investment as other cities over the succeeding decades. 

Largely, the story of Tianjin has been one of a city in the shadows of Beijing.  

While secondary cities Guangzhou and Shenzhen developed complementary relations 

with Hong Kong in the south, such a mutually beneficial dynamic has failed to develop 

between Tianjin and Beijing.  Irrespective of the proximity to Beijing, Tianjin itself has 

been unable to sufficiently globalize and reorganize its economy, which even with the 

presence of the TEDA special economic zone, still had a significant degree of heavy 

industry and inefficient SOEs within the urban economy.  This has been blamed on a lack 

of strong municipal leadership, which in order to protect itself politically has attempted to 

avoid any affront to the central government or economic challenge to Beijing (Wei and 

Jia 2003). 
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Shenyang and Wuhan 

 Finally, Shenyang and Wuhan represent the two major cities in the PRC that 

failed to fully enjoy the windfalls of economic reform in relation to other large cities.  

Yet while each has benefitted in relative terms from reform policies and the opening of 

China’s economy, the growth of each city has simply not matched that of other 

municipalities.  The developmental path for each city is unique.  Shenyang in 

Northeastern China has served a role in the history of the PRC as a heavy industrial 

center and it was not a participant in early reform experiments.  Its population has grown 

only modestly since the onset of reforms in the late-1970s.  As presented in Chapter 

Eight, Shenyang has been developmentally limited largely for two main reasons: 1) its 

failure to engage in significant industrial transformation, and 2) lack of strategic central 

government support. 

Wuhan has arguably been more successful in developmental terms than Shenyang 

during the post-reform period.  It existed as a traditional industrial center within the PRC 

prior to Deng’s reform initiatives.  Wuhan has not experienced relative economic 

stagnation, as has been the case of Shenyang.  Rather, it simply has not experienced the 

same explosive pace of urban and economic development as the other major Chinese 

cities in this study.  Part of this can be attributed to geography.  While Wuhan occupies a 

strategically advantageous position within central China making it a key inland 

transportation hub, by not being a coastal city is was not a beneficiary of early 

preferential policies during the early years of reform.  Thus, while Wuhan has grown 

significantly – both economically and in terms of population – over the post-reform 
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period, like Shenyang it presently is not close to being a serious contender for global city 

standing. 

 

FUZZY SETS 

 

Before going into my analysis, I wish to briefly explain how I plan to formally 

assess the developmental paths of the above cited cases.  Based on the case studies 

presented in previous chapters, I will incorporate a set of causal conditions into a fs/QCA 

to consider how the selected major Chinese cities – excluding Hong Kong40 – either 

achieved or failed to achieve global city status during the post-reform era.  Fs/QCA is 

useful for this purpose on a number of counts.  Not only does fs/QCA enable me to 

evaluate how certain cities achieved nearly unequivocal global city standing, but also 

how other cities became global or world cities to varying degrees.  While the analysis 

will show that three of the cases I study are fully global cities, other major cities have 

some of the attributes or characteristics of global cities yet are not fully global, and still 

other major cities are not global cities at all. 

Global city status is the dependent variable that I present in the analysis.  The 

fs/QCA will consider the different causal models or configurations for how cities achieve 

their respective level of global city standing.  These causal configurations will 

incorporate a number of conditions drawn from substantive and theoretical knowledge 

pertaining to global cities and comparative urban development in the Chinese context.  

                                                 
40 For an explanation of why Hong Kong is being excluded from the fs/QCA, please refer to Footnote #2 in 
Chapter Four. 
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Upon generating my fs/QCA results, I will be able to identify the unique trajectories that 

certain major Chinese cities followed in order to achieve their eventual developmental 

outcome. 

Methodologically, fs/QCA is also a particularly useful technique due to the small 

number of cases in my study, and that it specifically considers how combinations of 

causal factors lead to particular outcomes.  Fs/QCA enables a researcher to view cases as 

configurations of qualitative characteristics, which, in combination, can combine to 

represent unique types of cases.  The configurational nature of fs/QCA is a key 

characteristic that differentiates it from conventional variable oriented analyses (Ragin 

2000, 2008; Rihoux and Ragin 2009).41  While variable oriented strategies (e.g., linear 

regression) estimate single causal pathways for all cases in an analysis, fs/QCA permits 

the consideration of multiple causal paths for different subsets of cases.  Thus, a 

researcher can adjudicate between several potential causal combinations for a given 

outcome. 

Of particular importance in fs/QCA is that it permits a researcher to show how 

individual cases vary in the degree to which they fit certain qualitative characteristics.  

By creating “fuzzy sets,” it is possible to scale the degree of membership within a set.  In 

a “crisp set” QCA, membership in a set is dichotomized as a value of “1” for full 

membership within a set, or “0” for full non-membership within a set.  Fs/QCA keeps 

these original values, but also permit the scaling of scores in order to allow partial 

                                                 
41 For a fuller, more detailed introduction to fs/QCA, see Ragin (2000, 2008) as well as Chapter Five of 
Rihoux and Ragin (2009).  Rihoux and Ragin (2009) presents a further overview of associated forms of 
qualitative comparative analysis. 
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membership within a category.  As such, a score closer to “1” represents stronger 

membership within a set, a score closer to “0.5” would be “neither fully in nor fully out” 

(Ragin 2008:31) of a given set, and a score near “0” indicates weaker membership within 

a set.  The researcher must determine which range of values to employ within a fuzzy set.  

For instance, a fuzzy set can have three, four, or six values within the set, or it can be a 

continuous fuzzy set when using ordinal or ratio level variables. 

The development of the fuzzy set scale and the criteria for a case’s degree of 

membership within a set are neither random nor automatic.  They must be guided by the 

substantive and theoretical knowledge of the researcher in order to calibrate a case’s 

fuzzy set score for set membership (Ragin 2000, 2008).  For my analysis, I created 

multiple fuzzy sets, each corresponding to an empirical indicator or variable.  For each 

variable presented below, I attempt to explicitly document why and how I calibrate the 

fuzzy set in the manner selected. 

 

Outcome 

 The outcome of interest in this analysis is whether or not a given city has 

achieved global city status.  I represent this with a six-value fuzzy set, with the fuzzy set 

score for each city presented in Table 9-1.  In selecting which major Chinese cities were 

global cities for this analysis, I referred to the work conducted by researchers affiliated 

with the Globalization and World Cities Research Network (GaWC).  They have 

elaborated rosters of world cities for 2000, 2004, and 2008, categorizing cities based 
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upon their level of advanced producer service firms embedded within the world city 

network (Taylor 2001; Globalization and World Cities Research Network 2010a). 

In operationalizing a world city network, Taylor (2001) notes that is large global 

service firms – not the cities themselves – that are the key actors in world city network 

formation, and therefore the world city network is best represented by mapping the 

complex office networks of advanced producer service firms.  Therefore, the GaWC 

model of the world city network is operationalized by the locational preferences of these 

service firms.  Theoretically, this is very much in accordance with Sassen’s (2001) 

conception of global cities as key nodes in the world economy by virtue of their mix of 

advanced producer and financial service industries. 

For the 2008 GaWC study, researchers selected the largest firms in a number of 

advanced producer service sectors: 1) accountancy, 2) advertising, 3) law, 4) 

management consulting, and 5) financial services (i.e., banking, finance, and insurance) 

for a total of 175 top firms.  Subsequently, using available data (e.g., corporate websites) 

the international office network for these firms was mapped in terms of which cities each 

firm had offices located.  Each office in a respective city was coded for how important it 

was within the firm’s overall office network, ranging from being a corporate headquarters 

office, being a very important office such as a regional headquarters, to being major, 

standard, or minor office locations (Globalization and World Cities Research Network 

2010b). 

The world city network roster generated by GaWC researchers for 2008 was 

based on the office networks of the 175 advanced global producer service firms in a total 
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of 526 cities (Globalization and World Cities Research Network 2010a).  Three Chinese 

cities – Hong Kong, Shanghai, and Beijing – rank among the seven global “alpha+” 

cities, representing integral cities in the global economy that complement the two 

“alpha++” cities of London and New York.  Excluding Hong Kong from the fs/QCA, 

Shanghai and Beijing represent two of the nine highest ranked in the GaWC typology.  

Therefore, I consider them as having full membership in the outcome set of global cities. 

Guangzhou is ranked as one of 13 “beta-” cities, signifying an important city that 

links its region or state into the global economy.  I classify it as “more or less in” the 

fuzzy outcome set.  Shenzhen is categorized as a “gamma+” city, which includes “world 

cities linking smaller regions or states into the world economy, or important world cities 

whose major global capacity is not in advanced producer services” (Globalization and 

World Cities Research Network 2010a).  I categorize Shenzhen as “more or less out” of 

the outcome set of global cities.  Of the remaining cities, only Tianjin is included in the 

GaWC ranking as a “city with sufficiency of services” (Globalization and World Cities 

Research Network 2010a), indicating that it is not a world/global city per se, but it has a 

sufficient level of producer service firms so as not to be dependent upon other world 

cities.  In the fuzzy outcome set I classify Tianjin as “mostly but not fully out.” 
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Table 9-1: Fuzzy Set Membership Scores in the Outcome Set of Global Cities 
 

City GaWC Ranking Value 
Fuzzy Membership 

Scores 
Beijing Alpha+ Fully In 1 

Guangzhou Beta- More or Less In 0.6 
Shanghai Alpha+ Fully In 1 
Shenyang None Fully Out 0 
Shenzhen Gamma+ More or Less Out 0.4 
Tianjin Sufficiency Mostly But Not Fully Out 0.2 
Wuhan None Fully Out 0 

 

Causal Conditions 

 For the causal conditions that I include in the fs/QCA, I selected a number of 

indicators that help explain how the seven major Chinese cities in my study became 

global cities or not.  More specifically, I consider quantitative and qualitative variables 

that causally explain the developmental outcomes of the cities.  As with the dependent 

variable, each causal condition must be operationalized into fuzzy sets.  These conditions 

were selected based on both theoretical grounds and evidence presented in the individual 

case studies.  In essence, I am considering these conditions as potential causal factors 

explaining why certain Chinese cities developed into global cities during the post-reform 

period. 

Examining a few of the conditions in particular, some are clearly salient factors 

based on what has been presented thus far in my study.  Accounting for the role of the 

state in the urban and economic development of global cities within the PRC, one 

important condition incorporated into the fs/QCA is being the beneficiary of early 

preferential policy decisions, such as the case with Shenzhen being granted a SEZ at the 

onset of reform.  While being granted early preferential policies was vital for the 
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development of the Pearl River Delta cities of Shenzhen and Guangzhou, it was clearly 

not a prerequisite for other cities.  As described in the case study, Beijing has evolved 

into a global city despite a lack of early preferential policy treatment.  Also, while 

Shanghai was designated a coastal open city in 1984 and technically did benefit from 

early policy preference, its major developmental growth did not begin until the 1990s 

with the opening of the Pudong New Area. 

In considering the entrepreneurial role of municipal leaders, I also introduce a 

potential causal condition based on the strength of political ties between particular cities 

and the central government in Beijing.  Those cities that have been able to cultivate 

advantageous ties with the center have been far more likely to benefit from preferential 

policy treatment, from the granting of SEZs or other development zones, to allowing 

cities to retain a greater share of municipal profits (thus not having to surrender it to 

central authorities).  Based on the individual cases presented in earlier chapters, these are 

two key factors in explaining why some cities became global cities.  Other dynamics are 

considered as well within the fs/QCA, and justification for their inclusion in the analysis 

is presented as necessary below when introducing the conditions. 

 

High Population Growth.  The first fuzzy set I developed represents set 

membership within the fuzzy set of “high” population growth cities.  Calculations for 

growth are based on United Nations data for each city’s population at five-year intervals 

from 1980, at the approximate time that economic reforms were initiated in the PRC, to 

2005 (Population Division of the Department of Economic and Social Affairs of the 
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United Nations Secretariat 2007).  The average is taken for the rate of population growth 

for each city over the five separate five-year intervals (i.e., 1980-1985, 1985-1990, 1990-

1995, 1995-2000, 2000-2005).  This is a four-value set, and the scale for membership into 

the fuzzy set is presented in Table 9-2. 

Theoretically, urban population growth is important due to the large numbers of 

rural Chinese who have migrated to coastal cities during the post-reform area.  The 

“floating population” of migrants has played an arguably indispensible role in the 

economic development of these cities by virtue of the low-cost labor they provide, often 

in export-oriented manufacturing and construction sectors (Friedmann 2005).  Therefore, 

those cities that have received the highest relative increase in population are also those 

that have experienced some of the most significant economic growth during the post-

reform period. 

 

Table 9-2: Scale for Fuzzy Set Membership into the Set of High Population Growth Cities 
 

Average Population 
Growth (%) 

Value Fuzzy Membership 
Scores 

>=30.0 Fully In 1 
10.0-29.9 More In Than Out 0.67 
5.0-9.9 More Out Than In 0.33 
<=4.9 Fully Out 0 

 

High Levels of FDI.  The second fuzzy set pertains to the amount of FDI 

channeled into each respective city.  High levels of foreign investment represent a 

significant degree of economic globalization and thus a potential causal condition for 

becoming a global city.  FDI levels also offer an indirect measure on the comparative 

advantage of a given city from the vantage point of foreign investors (Yusuf and 
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Nabeshima 2010).  Based on the individual cases, the major Chinese cities that garnered 

high levels of FDI seem to be those that were most likely to subsequently develop into 

global cities.  In formulating this fuzzy set, I utilize data from Zhou (2002) on cumulative 

levels of FDI from 1985-1996 for major Chinese cities.  Based on Zhou’s (2002) data, 

Shanghai had the highest amount of FDI during this period, with a cumulative total of 

approximately $26 billion42.  Values for high FDI cities over this period are represented 

in a four-value fuzzy set, and the membership specifications for the fuzzy set are shown 

in Table 9-3 below. 

 

Table 9-3: Scale for Fuzzy Set Membership into the Set of High FDI Cities 
 

FDI (Million U.S. 
Dollars) Value 

Fuzzy Membership 
Scores 

>=25.0 Fully In 1 
10.0-24.9 More In Than Out 0.67 
5.0-9.9 More Out Than In 0.33 
<=4.9 Fully Out 0 

 

 Early Preferential Policy Decisions.  As noted above, of major theoretical 

importance in my study is the impact of the Chinese state on the comparative 

development of major cities during the post-reform period.  For my third causal 

condition, I create a simple crisp set that dichotomizes whether or not each city was a 

beneficiary of early policy decisions that favored their economic and urban development.  

Specifically, I consider the granting of SEZ or coastal open city designation between 

1978 and 1984 as indicators of early preferential policy decisions for each city. 

                                                 
42 However, if Hong Kong were included in the analysis, it would have the highest cumulative FDI total: 
$28.6 billion (Zhou 2002). 
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 Coastal Location.  In recalling the history of post-reform regional and urban 

development within China, cities with a coastal location were initially privileged in terms 

of preferential policies such as the granting of SEZs.  As the ladder-step doctrine for 

regional development illustrated, the state’s priority would be on aiding in the economic 

growth of coastal cities to enable them to prosper first, then developmental efforts could 

subsequently be targeted to central and western regions of China.  Therefore, those cities 

in a coastal geographic location could potentially have been more likely to develop into 

global cities.  For this fourth causal condition, I create another crisp set where I code each 

city for whether it is located directly on the coast or within one of the coastal provinces 

(e.g., Guangdong).  All of the cities in my study are coded for full membership in this set, 

only Wuhan is not. 

 

 High Political Connectivity.  As noted in the previous case chapters, some major 

Chinese cities have benefitted developmentally due to the strength of the political 

connections between municipal leaders and officials within the central government.  

These connections have been vital when growth coalitions of municipal leaders have 

attempted to get development efforts undertaken within their city; invariably they have 

been more successful with the backing of Beijing officials.  As is seen in the case of 

Shanghai, a number of senior Chinese Communist Party leaders during the reform era 

have originated from the Shanghai municipal political ranks.  Once assuming their state 
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positions, they subsequently bequeathed preferential policies back to Shanghai to aid its 

continued development into a global city. 

Based on the data from individual cases, I created a four-value fuzzy set for high 

political connectivity, coding each city based upon an assessment of the relative strength 

of its officials’ political connections with leaders in the central government.  Beijing and 

Shanghai are coded as having full membership in the set.  Beijing’s status as the political 

center of the PRC is clearly advantageous, and the strength of its political ties can be seen 

with the documented joint, concerted efforts between municipal and central government 

officials to develop Beijing into a global city beginning in the 1990s (Wei and Yu 2006).  

Shanghai is granted full membership in this set by virtue of the acknowledged strong 

political connections noted above.  Guangzhou is coded as being “more in than out” of 

the set because while it had important political connections to the center, the strength of 

these ties is arguably not as strong as those possessed by Beijing and Shanghai.  As noted 

in Chapter Five, during the early years of the post-reform period, Guangzhou was 

documented to have strong political ties to the central government, which at the time 

enabled it to foster a developmental advantage over other major Chinese cities (Yusuf 

and Wu 1997). 

Based on evidence from the individual cases, the remaining cities had 

comparatively limited or negligible political connections to the central government.  

While Shenzhen benefitted from the broader developmental privileges bestowed upon 

Guangdong Province at the onset of reform, the evidence suggests it has had to work 

harder to curry later political favor with the central government.  This can be seen with 
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the political debate within the Chinese Communist Party leadership surrounding the 

preferential policies granted to the Shenzhen SEZ during the mid-1990s, and the 

concerted efforts that Shenzhen officials had to undertake simply to maintain its existing 

policy privileges (Yang 1997).  Tianjin’s leaders have clear ties to neighboring Beijing, 

but the strength of those political connections appears to be comparatively weak.  As 

presented in Chapter Seven, a critique of the Tianjin municipal leadership has been that it 

is too conservative, and does not make bold developmental decisions so as not to threaten 

social stability nor offend central government officials.  Further, Tianjin was unable to 

garner fiscal support from Beijing for the development of the Binhai District during the 

1990s, indicative of a lack of political capital on the part of Tianjin officials (Wei and Jia 

2003). 

 

 Proximity to Hong Kong or Beijing.  The final causal condition is of direct 

relevance to the major cities of Guangzhou, Shenzhen, and Tianjin.  Each of the cities has 

global city aspirations, but is potentially constrained developmentally by the geographic 

proximity of a larger, global city.  Put simply, are certain major cities precluded from 

becoming global cities merely because another global city is right in their backyard?  

While this geographic propinquity has manifested itself as a largely synergistic 

relationship between Shenzhen and Guangzhou with Hong Kong, the evidence indicates 

that such a dynamic does not exist in the relationship of Tianjin with Beijing.  Thus, the 

last condition is another crisp set, where I code cities as neighboring Hong Kong or 
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Beijing, or not.  The only cities coded as having full membership in this set are the 

aforementioned three: Guangzhou, Shenzhen, and Tianjin. 

 

Membership Scores 

Table 9-4 identifies each of the seven major Chinese cities in my study and their 

respective membership scores for each of the six fuzzy sets.  In the table, “Global” refers 

to the outcome of interest: global city standing in 2005.  For the five causal conditions 

“FDI” is the fuzzy set for high levels of foreign direct investment between 1985 and 

1996, “Policy” is the crisp set indicating a city’s membership or non-membership among 

those municipalities that were granted policy preference in the early years of economic 

reform, “Coastal” is the crisp set referring to those cities with a coastal location, 

“Political” is the fuzzy set indicating the relative political connectivity municipal 

authorities in the respective cities have had with the central government, and “Proximity” 

represents the crisp set that indicates whether the city is geographically neighboring 

either Hong Kong or Beijing. 

 

Table 9-4: Major Chinese Cities and Their Fuzzy Set Membership Scores 
 

City 
Outcome Conditions 
Global Population FDI Policy Coastal Political Proximity 

Beijing 1 0.67 0.33 0 1 1 0 
Guangzhou 0.6 0.67 0.33 1 1 0.67 1 
Shanghai 1 0.67 1 1 1 1 0 
Shenyang 0 0 0 0 1 0 0 
Shenzhen 0.4 1 0.67 1 1 0.33 1 
Tianjin 0.2 0.33 0.33 1 1 0.33 1 
Wuhan 0 0.67 0 0 0 0 0 
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TRUTH TABLE 

 

 I used fs/QCA 2.0 software (Ragin, Drass, and Davey 2006) to convert my fuzzy 

sets into a truth table.  Each row of the truth table corresponds to a corner of a 

multidimensional vector space of different potential causal combinations for the outcome 

of interest.  There is thus an equivalent number of rows in the truth table, corners in the 

vector space, and causal combinations (Ragin 2008; Rihoux and Ragin 2009).  The truth 

table illustrates all of the possible combinations of the conditions, as well as the number 

of cases with greater than 0.5 set membership within each causal configuration.  It also 

indicates the consistency score for each configuration, which represents the degree to 

which membership in that configuration coincides with membership in the outcome set 

“Global.”  The truth table results are presented in Table 9-5. 

 

Table 9-5: Fuzzy Set Truth Table 
 

Conditions Number 
of Cases 

Outcome 
Consistency 

Population FDI Policy Coastal Political Proximity Global 
1 0 0 1 1 0 1 1 1 
1 1 1 1 1 0 1 1 1 
1 0 1 1 1 1 1 1 0.849624 
1 1 1 1 0 1 1 0 0.699248 
0 0 1 1 0 1 1 0 0.53 
0 0 0 1 0 0 1 0 0 
1 0 0 0 0 0 1 0 0 

 

 After generating the truth table, I followed the next step in fs/QCA for coding and 

eliminating logically irrelevant configurations.  Any configurations without a case were 

eliminated, and they were coded as positive (i.e., 1) on the outcome “Global” if they had 
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a consistency score greater than or equal to 0.80.  Configurations with consistency scores 

any lower – particularly at 0.75 or less – indicate a significant degree of inconsistency 

(Ragin, Drass, and Davey 2006). 

 

RESULTS 

 

 In the tables below, I provide the results of the different types of truth table 

solutions generated in my fs/QCA.  Methodologically, fs/QCA is intended to provide 

various combinatorial solutions toward the outcome variable being considered.  The 

fs/QCA program generates three solutions: complex, parsimonious, and intermediate.  

None of these solutions presented in fs/QCA is a “correct” solution per se.  Rather, each 

represents a solution along a continuum ranging from complex to parsimonious (Ragin, 

Drass, and Davey 2006).  The resulting configurations are presented in QCA notation 

with an asterisk (*) indicating a logical and (Ragin 2008).  Variable labels indicated in 

capital letters signify the presence of a causal condition within a configuration, while 

those labels in lower case letters represent the absence of a condition.  The results for 

each solution are presented in Tables 9-6, 9-7, and 9-8 below. 

Consistency and coverage scores are given for each solution configuration. 

Consistency, as defined by Ragin (2008) “gauges the degree to which the cases sharing a 

given combination of conditions agree in displaying the outcome in question” (p. 44).  

Coverage “assesses the degree to which a cause or causal combination ‘accounts for’ 

instances of an outcome” (Ragin 2008:44).  More specifically, raw coverage represents 
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the proportion of the sum of the membership scores in the outcome “Global” that can be 

accounted for by membership in the particular causal configuration.  Since causal 

combinations can potentially overlap – a tendency that is not reflected in the raw 

coverage score – the unique coverage indicates the proportion of the sum of the 

membership scores that are accounted for solely by membership in the causal 

configuration.  The analogy to the unique coverage score in fs/QCA is the explained 

variance for a given variable in standard regression analysis (Ragin 2008). 

 

Table 9-6: Fs/QCA Truth Table Analysis Results, Complex Solution 
 

Solution Terms Raw Coverage Unique Coverage Consistency 
POPULATION*fdi*policy*COASTAL*POLITICAL*proximity 0 .209375 0.209375 1.000000 

POPULATION*FDI*POLICY*COASTAL*POLITICAL*proximity 0 .209375 0.209375 1.000000 
POPULATION*fdi*POLICY*COASTAL*POLITICAL*PROXIMITY 0 .353125 0.353125 0.849624 

 
Solution Coverage = 0.771875 
Solution Consistency = 0.925094 
 
Causal Configurations: 
POPULATION*fdi*policy*COASTAL*POLITICAL*proximity =  Beijing 
POPULATION*FDI*POLICY*COASTAL*POLITICAL*proximity =  Shanghai 
POPULATION*fdi*POLICY*COASTAL*POLITICAL*PROXIMITY =  Guangzhou 
 

Of the three solutions, the complex one provides the greatest number of 

combinatorial solutions to the outcome of interest.  The first causal configuration 

indicates that for Beijing, its global city standing is due primarily to its population 

growth, coastal location, and high political connectivity.  The second configuration 

illustrates the path for Shanghai, namely that it became a global city due to a combination 

of 1) population growth, 2) high levels of FDI, 3) early preferential policies, 4) its coastal 

location, and 5) high political connectivity.  For each of these two configurations, the 
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consistency score was a perfect 1.000000, indicating that there is an extremely strong 

relationship between these combinations of conditions and achieving global city standing.  

The third configuration had a fairly high consistency score as well (0.849624).  This 

causal model shows the path that Guangzhou has taken to achieving its partial 

membership in the outcome set of global cities.  This configuration indicates that 

Guangzhou’s relative developmental success can be attributed to the combination of 1) 

high population growth, 2) early preferential policies, 3) its coastal location, 4) high 

political connectivity, and 5) the geographic proximity of Hong Kong. 

 

Table 9-7: Fs/QCA Truth Table Analysis Results, Parsimonious Solution 
 

Solution Terms 
Raw 

Coverage 
Unique 

Coverage Consistency 

POLITICAL 0.978125 0.978125 0.939940 
 
Solution Coverage = 0.978125 
Solution Consistency = 0.939940 
 
Causal Configuration: 
POLITICAL = Beijing, Shanghai, Guangzhou 
 

In fs/QCA, parsimonious solutions are useful to interpret because they highlight 

the causal conditions that can be considered essential in order to differentiate between 

positive and negative cases (Ragin, Drass, and Davey 2006).  The parsimonious solution 

generated by my analysis presented an unsurprising result: political connectivity is an 

integral causal condition for post-reform Chinese cities achieving global city status.  

Based on both the raw and unique coverage scores for the parsimonious solution, one can 

effectively say that 97.8 percent of all instances of the outcome (becoming a global city) 

occurring can be explained by the presence of high political connectivity among 
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municipal leaders to the central government.  Both the two fully global mainland cities – 

Shanghai and Beijing – as well as Guangzhou fit this causal configuration. 

 

Table 9-8: Fs/QCA Truth Table Analysis Results, Intermediate Solution 
 

Solution Terms 
Raw 

Coverage 
Unique 

Coverage 
Consistency 

proximity*POLITICAL*COASTAL*POPULATION 0.418750 0.209375 1.000000 
POLITICAL*COASTAL*POLICY*POPULATION 0.562500 0.353125 0.900000 

 
Solution Coverage = 0.771875 
Solution Consistency = 0.925094 
 
Causal Configurations: 
proximity*POLITICAL*COASTAL*POPULATION = Beijing, Shanghai 
POLITICAL*COASTAL*POLICY*POPULATION = Guangzhou, Shanghai 
 

 Intermediate solutions in fs/QCA tend to be the most comprehensible and most 

preferable of the three truth table solution sets (Ragin 2008).  They “constitute subsets of 

the most parsimonious solution and supersets of the solution allowing maximum 

complexity” (Ragin 2008:165).  The first configuration indicates that the path Beijing and 

Shanghai took to becoming global cities was due to their high degree of political 

connectivity to the central government, their coastal locations, and their high levels of 

population growth.  The consistency score was a perfect 1.000000 for this configuration, 

signifying that the evidence is strongly in support of this causal combination.  The second 

configuration also had a high consistency score (0.900000).  It indicates that the causal 

path that Shanghai and Guangzhou took to achieving global city standing (or for 

Guangzhou, partial membership in the set of global cities) is marked by 1) high political 

connectivity, 2) a coastal location, 3) early preferential policies, and 4) high population 

growth.  Thus, the intermediate solution for the fs/QCA identifies two distinct causal 
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paths Shanghai took to becoming a global city, the common denominators in each being 

political connections to the central government, coastal location, and population growth. 

 

CONCLUSION 

 

 In closing this chapter, I wish to briefly relate the findings of the fs/QCA to 

previously discussed considerations of how certain Chinese cities have achieved – or 

failed to achieve – global city standing.  So, what to make of the findings from the 

fs/QCA?  In looking at the causal conditions incorporated into the analysis, some were 

clearly more important than others in determining which major Chinese cities have 

evolved to become global cities. 

 What was not important in determining which cities became global cities?  

Foremost was the cumulative level of FDI between 1985 and 1996.  While Shanghai had 

by far the highest amount during this period ($26 billion), the other fully global mainland 

city, Beijing, only attracted $7.9 billion of investment.  This figure was eclipsed by both 

Shenzhen ($10.7 billion) and Tianjin ($9.3 billion) during the period (Zhou 2002).  

Except for its presence in the complex solution model, high levels of FDI were for the 

most part not a necessary condition for major Chinese cities to develop into global cities. 

Of lesser potential causal importance also were the conditions of proximity to 

Beijing or Hong Kong, and being granted early preferential policies.  As with FDI, both 

variables are present in the complex solution, but unlike FDI each are also to be found 

within the intermediate configurations.  According the intermediate solution, not being in 
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the shadow of another global city was a significant factor in the development of Beijing 

and Shanghai into global cities.  While Beijing did not enjoy early preferential policy 

treatment, this was an important condition for Shanghai and Guangzhou to achieve their 

respective levels of global city standing. 

 Clearly, the single most important causal factor for becoming a global city – or 

even being “more or less in” the set of global cities (i.e., Guangzhou) – was the strength 

of a city’s political connections to the central government.  This finding is very much in 

accordance with what has been illustrated in the developmental histories presented in the 

individual case studies, and lends support to the existence of a distinctively Chinese 

growth machine model of urban development.  Those cities whose municipal authorities 

have strong political connections with national level leaders have simply been more 

prosperous and more likely to develop into a global city (e.g., Shanghai, Beijing), 

whereas those cities lacking in political connections to the center (e.g., Shenyang, 

Wuhan) have had a much more difficult time keeping up in the interurban competition 

within the PRC and are not serious contenders for developing into global cities. 

 Within the intermediate solution, having a coastal location and enjoying a high 

level of population growth were also both significant factors explaining why some 

Chinese cities developed into global cities.  Being located within a coastal province or 

being directly along the coast itself is not a surprising factor.  This result is very much in 

line with the post-reform regional development history within the PRC, most notably the 

ladder-step doctrine, which proclaimed that initial developmental priority should be given 

to the coastal region (Yang 1997; Wei 2000; Friedmann 2005).  Also, the finding that 
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experiencing significant population growth is a potential condition for becoming a global 

city is consistent with the evidence presented in the individual case studies.  Those cities 

that have generated the highest levels of population growth have also experienced some 

of the highest levels of economic growth as well, often doing so with the benefit of low-

cost labor provided by the floating population of rural migrants to the cities (Friedmann 

2005). 

Finally, how do the above fs/QCA results correspond to the hypotheses and 

detailed case studies presented in earlier chapters?  In Chapter One I posed a number of 

research questions and elaborated a series of hypotheses for causally explaining how 

certain major Chinese cities have been able to become global cities.  I will more fully 

assess these questions and hypotheses by revisiting them in the next and final chapter, the 

conclusion of my study. 
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CHAPTER 10: CONCLUSION 

 

 In the previous chapters, I have attempted to document the developmental 

trajectories of the eight major Chinese cities in my study during the post-reform period of 

1978 to the present.  In this final chapter, a primary goal is to consider the larger 

theoretical picture based on my findings.  That is, how do my findings contribute to the 

respective existing literatures on global cities, comparative urban development, and 

globalization?  I will begin this chapter by situating my findings within the broader body 

of existing research documented in my literature review.  Also, by revisiting the 

hypotheses posed in the introduction to my study, I shall consider what I found in my 

individual case studies as well as my qualitative comparative analysis and explain how 

these are interrelated. 

Further, I will review the findings from the case studies, focusing on two expected 

findings elaborated in the introductory chapter.  In doing so, I will consider the different 

developmental paths to becoming a global city, evaluating the different ways in which the 

major Chinese cities in my study have achieved this goal.  I will also focus more 

specifically on the role of China’s central government in shaping the developmental 

trajectories of the cities in my study, whether it is to positive or negative effect. 

I also wish to identify a number of limitations I faced in conducting this research.  

In doing so, I aim to illustrate the weaknesses in this study, and perhaps highlight the 

ways in which subsequent researchers could improve upon my efforts.  Finally, I will 

present some closing remarks.  In my remarks, I wish to consider some of the ways this 
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study contributes not just to existing academic literature, but also to broader public policy 

concerns pertaining to urban and economic development in developing countries.  In 

other words, does the unique experience of economic liberalization in the People’s 

Republic of China hold any lessons for urban development in other nation-states? 

 

REVIEW OF THE FINDINGS 

 

In this section of the chapter, I wish to review some of the key theoretical issues 

relevant to my study.  I will begin by considering the contribution of my work to the 

existing literature on global cities.  Then, I shall touch upon theoretical concerns 

pertaining to the relationship between globalization and the nation-state by addressing 

research on denationalization, the developmental state, and urban political economy.  

Finally, I will summarize my findings of the different developmental paths each major 

city took in order to achieve its current level of urban and economic development. 

 

Global Cities 

 A key concern guiding my decision to study the comparative urban development 

of major Chinese cities was the inconsistency I felt existed between the literature on 

global cities and the recent histories of cities such as Shanghai and Beijing.  Theoretical 

and empirical work on global cities, most noteworthy that of Sassen (2001, 2006a) has 

considered the developmental fate of global cities to be largely independent from that of 

their respective nation-states.  In other words, the developmental successes of New York 
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City or London are not attributable to concerted efforts by the American or British 

governments; rather these cities are relatively autonomous actors within a global urban 

network. 

The first hypothesis I laid out in the introduction was that a city’s ascendancy to 

global city standing is largely attributable to being integrated at an early stage into the 

global economy.  This hypothesis tacitly states that certain municipalities become global 

cities primarily due to the locational preferences of corporate actors, in terms of locating 

regional or corporate headquarters in a city, as well as channeling FDI into the 

municipality.  A critique of this hypothesis is that the definition presented by 

globalization researchers of a particular city being “global” because of the decisions of 

exogenous corporate actors is merely a tautological explanation.  Still, the idea that 

global city status is based on the locational decisions of multinational corporate actors is 

the trademark of this perspective. 

In considering the data presented in earlier chapters, those major Chinese cities 

that I consider fully “global” – Hong Kong, Shanghai, and Beijing – fit this template to 

varying degrees.  Hong Kong’s status as a global city most fits this description.  It has 

largely parlayed the opening of the mainland Chinese economy into global city standing.  

Hong Kong did not evolve to become a global financial center until the 1980s, due 

largely to the role it played as a source and intermediary for investment into export-

processing industries within Guangdong Province.  After 1980, Hong Kong’s role as the 

key point of entry into China enabled it to emerge as a key financial and business service 

center within the East Asia region. 
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Shanghai fits this description as well, but to a lesser degree than Hong Kong.  

Developmentally, Shanghai in recent years has attempted to emulate Hong Kong in 

becoming a global financial center, and in coming decades interurban competition 

between the two cities is projected to ensue (The Economist 2002; BBC News 2007; Tao 

2009).  Shanghai has had to play “catch up” in many respects, with its real economic 

growth not taking place until the opening of the Pudong New Area in 1993.  For the most 

part, it was not until this point that global corporate actors looked favorably upon 

Shanghai.  FDI has been directed to the city in significantly increasing numbers, and 

Shanghai houses one of the two mainland stock exchanges, yet Shanghai has not been as 

successful in attracting MNC headquarters to the city.  This last tendency can be 

attributed to the political importance of Beijing.  A more nuanced explanation for this 

trend is provided by Lai (2009), who from her interviews of officials from foreign banks 

and securities companies found evidence of a “dual headquarter” strategy for firms, 

reflecting the differing business environments presented in each city.  She found that 

executives will locate branch offices or headquarters in Beijing to focus on political 

concerns, gathering and exchanging information, as well as fostering relationships within 

the state bureaucracy; by contrast, firms will locate in Shanghai in order to focus their 

efforts on available business and commercial opportunities (Lai 2009). 

Beijing’s ascent to global city status is largely due to its standing as the political 

center of the PRC.  Globally, corporate actors in deciding where to establish headquarters 

locations have tended to do so where the political and economic fortunes of the given 

country are set.  Beijing houses the locations of nearly all state-owned and commercial 
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banks as well as the major SOEs43.  While Shanghai has been promulgated as the 

financial center of mainland China, research indicates that more MNCs choose to locate 

their head offices in Beijing due to the proximity of major government and regulatory 

institutions (Lai 2009).  This represents an interesting counterpoint to corporate locational 

preferences in the United States, where top advanced producer service companies do not 

locate offices in Washington, D.C. as much as they do in New York or Chicago 

(Globalization and World Cities Research Network 2010a).  Also, in considering global 

cities to be command and control centers of the global economy, given the fact that the 

Chinese economy is projected to surpass Japan’s and become the world’s second largest 

in 2010 (The Economist 2009), Beijing’s importance in this regard is even more 

pronounced. 

Based on the aforementioned considerations, if global city status is defined as 

where international corporations and business service firms locate their offices, all three 

cities are the creation of private sector decision-making, just as global city research 

suggests.  For one reason or another, international business simply locates there.  In the 

Chinese context, why has this happened?  As noted above, the central government – at 

least in the cases of Beijing and Shanghai – has played a significant role. 

Finally, what of the other Chinese cities in my study, specifically those with 

explicit global city aspirations: Guangzhou, Shenzhen, and Tianjin?  According to the 

GaWC typology presented in Chapter Nine, Guangzhou is the closest to becoming a 

                                                 
43 As of mid-2010, the world’s two largest banks in terms of market capitalization are Chinese state-
controlled banks headquartered in Beijing: Industrial and Commercial Bank of China (ICBC) and China 
Construction Bank (CCB).  Also ranked among the ten largest is the Bank of China, ranked seventh 
globally (The Economist 2010c). 
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global city, currently existing as an important city linking its region – Guangdong 

Province and the Pearl River Delta – to the global economy (Globalization and World 

Cities Research Network 2010a).  To Guangzhou’s advantage is its status as the mainland 

administrative and producer services center of the Pearl River Delta.  Also, Guangzhou 

has attracted a substantial amount of FDI during the post-reform period, an indicator of 

the locational preferences of global investors.  Shenzhen, like Guangzhou, has attracted a 

significant amount of FDI since the opening of China’s economy, largely due to the 

presence of the initial SEZ located in the city.  Shenzhen also lays claim to the other 

mainland stock exchange within the PRC.  For Tianjin, its strength during the post-

reform period has been its ability to attract FDI, though not quite to the extent of Hong 

Kong or Shanghai.  In fact, based on the 1985-1996 cumulative FDI data employed in my 

fs/QCA, Tianjin’s amount ($9.27 billion) was comparable to Shenzhen’s total ($10.65 

billion) during the period, and eclipsed the amount that Beijing ($7.92 billion) attracted 

over this time span (Zhou 2002).  As noted in the conclusion of Chapter Nine, one of the 

noteworthy results of the fs/QCA was that high levels of FDI were not a significant 

causal condition for post-reform major Chinese cities to become global cities. 

 

Globalization and the Nation-State 

 Preferential Policies.  The second hypothesis I set forth in the introductory 

chapter was that a city’s rise to global city standing was largely due to the political and 

economic policy decisions of the nation-state.  This hypothesis is in line with the main 

theoretical concern that I had going into my study.  The assumption for most global cities 
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is that they are denationalized entities with stronger global urban network connections to 

one another than to their respective nation-states.  I hypothesized that the development of 

Chinese global cities in particular was not so much associated with the locational 

preferences of corporate actors but rather was much more causally dependent on the 

degree of fiscal and policy support from the central government.  If corporate actors 

preferred to locate someplace, it was the central government’s decisions that made one 

place more attractive than another. 

 This concern also ties into larger theoretical debates regarding globalization and 

the nation-state.  Some feel that the role of the nation-state has been reduced through 

globalization, whereas other theorists contend that the state has adjusted to a globalized 

world and that globalization has not diminished its importance as an economic and 

political actor.  Sassen’s (2001) conception of global cities leans toward the former 

conception of the nation-state/globalization relationship: that global cities are largely 

“denationalized” and more interconnected with other functionally similar metropolises.  

This is seen in the continued growth of global finance and investment and other producer 

service firms associated with this sector.  With financial and investment transactions 

replacing trade as the major form of global economic interaction, national boundaries and 

the role of the state have arguably become less important (Sassen 2006a, 2006b).  In spite 

of this, the state still plays an important role according to Sassen (2006b), with national 

level institutions and authority being reconfigured to operate within the context of a 

global economy. 
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 How significant has the role of the nation-state been in the urban and economic 

development of the Chinese global cities?  The evidence indicates that it has played a 

very significant role in the post-reform Chinese context.  In considering Hong Kong, 

Shanghai, and Beijing, the state has played a much more prominent role in the latter two 

mainland cities.  The state’s role in Hong Kong – both pre- and post-handover – has been 

principally a laissez-faire one, advocating for the role of Hong Kong as a financial center 

and world city, as well as by furnishing a conducive regulatory and economic 

environment.  This includes historically developed and internationally recognized 

attributes such as a well-developed legal system that provides for investor protection and 

high financial reporting standards (Lai 2009).  Given that the Chinese government has a 

long history of centralized control over its economy, the decision not to administratively 

control Hong Kong’s economy after its return to China in 1997 could be seen as an 

important government decision in its own right. 

 The developmental success of Shanghai into a global city is largely the 

consequence of state economic and political policy decisions.  While Shanghai has a 

history of being a cosmopolitan economic center, under Communist rule the city was 

more so the industrial hub of the nation prior to reform.  Still, once the initial 

liberalization policies were introduced, it wasn’t until Shanghai received its own version 

of an SEZ in the early-1990s – the Pudong New Area – that it transformed into an 

international metropolis and global city.  As noted in Chapter Six, Pudong was granted 

even greater structural privileges than the existing SEZs in terms of inducements to 

attract foreign capital.  Without the State Council’s cognizance that Shanghai had been 
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“held back” during the first decade of reform and its consent to develop Pudong, short of 

other preferential policies from the central government, Shanghai would not have 

achieved the developmental successes that it has in becoming a global city. 

 A similar story explains Beijing’s ascendance to global city standing.  What is 

unique to Beijing is its lack of mercantile tradition, instead serving as the political and 

cultural center of China.  Under Communist leadership Beijing was transformed into an 

industrial center, becoming the second largest in the PRC after Shanghai.  Also similar to 

Shanghai, Beijing lagged comparatively in its economic growth after the first decade of 

reform.  For both cities, this was due to the central government’s hesitance to experiment 

and liberalize too much in those major cities whose industrial profits were vital to the 

state’s coffers.  As described in Chapter Seven, during the 1990s Beijing took concerted 

steps to transform itself to a global city with the deliberate support of the central 

government: 1) using its political stature to attract foreign investment and MNC affiliates, 

2) developing the PRC’s premier high-tech agglomeration in the Zhongguancun Science 

and Technology Zone, and 3) transforming the city’s architectural image and 

infrastructure in hosting the 2008 Olympic Games.  In contrast to Hong Kong where it 

decided to take a hands-off policy, or to Shanghai where it provided the city with policy 

inducements to build itself a financial center, in Beijing the state and municipal 

governments in tandem made the city an attractive place for MNCs and business service 

firms to locate. 

 In considering the developmental fates of the other major Chinese cities in my 

study, the role of the central government is also very prominent.  The two cities of the 
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Pearl River Delta – Guangzhou and Shenzhen – would clearly not have achieved their 

respective levels of urban and economic development without the benefit of preferential 

policies at the onset of reform.  Guangzhou took advantage of its designation as an Open 

Coastal City to attract foreign capital, primarily from Hong Kong.  As described in 

Chapter Five, Shenzhen was essentially built from the ground up as an experimental site 

for economic reforms with the formation of one of the first SEZs.  Without the 

willingness of the Deng government to experiment with economic liberalization in the 

Pearl River Delta, it is highly unlikely that the two cities would have developed as they 

did. 

 Tianjin, like Guangzhou, was designated one of fourteen open coastal cities in 

1984, which did make Tianjin an attractive destination for foreign capital and 

investment44.  While overseas investors found Tianjin to their liking, its development was 

still handicapped by being in the political shadow of Beijing, as well as a lack of 

subsequent policy support from the central government.  As noted in Chapter Eight, 

neither Shenyang nor Wuhan benefitted from advantageous state policies until well into 

the post-reform era.  Wuhan did not experience significant growth until the state 

introduced the Yangtze development plan in the early-1990s to target inland 

development.  Shenyang had to wait until 2003 for the State Council to introduce the 

“Revitalize the Northeast” campaign, with FDI into the city increasing substantially 

thereafter (Miller 2007).  These policy decisions are in line with the regional 

                                                 
44 As noted above, Tianjin attracted a fairly sizable amount of cumulative FDI between 1985 and 1996, the 
interval considered in my fs/QCA.  During this period Tianjin attracted approximately $9.27 billion, an 
amount just short of that attracted by Shenzhen ($10.65 billion), but greater than that directed to 
Guangzhou ($7.66 billion) (Zhou 2002). 



 233

development objectives of the central government, most notably the ladder-step doctrine 

that gave targeted initial liberalization policies to the coastal areas of the PRC. 

 Yet the Chinese state’s key role in the urban and economic development of its 

major cities is not unique.  As presented in the literature review, the PRC’s policies 

borrow quite heavily from the developmental state model.  For example, the concept of 

the SEZ was replicated from the Export-Processing Zones found in East Asian 

developmental state economies during the 1960s and 1970s.  In fact, it can be argued that 

the developmental state template was influential for the Chinese government’s decision 

to implement Deng’s version of economic reforms.  By the late-1970s, China was 

geographically surrounded by successful examples of the developmental state in action: 

Japan, Taiwan, and South Korea.  The economic growth of these countries, alongside that 

of “Four Tigers” of East Asia (Hong Kong, Taiwan, South Korea, and Singapore), 

certainly made a convincing argument for the strength of a state-led market economy.  

The urban development of global cities in the developmental states (e.g., Tokyo and 

Seoul) has clearly been tied to the corresponding state-led growth of the respective 

national economies.  Therefore, the developmental experience of major Chinese cities as 

a consequence of state-led economic growth, while remarkable, is not entirely unique. 

 Why is it the case that government played such a key developmental role in the 

East Asia region?  This is a question that goes well beyond the scope of this dissertation.  

However, one reason may be that the states in this region – South Korea, Taiwan, and 

Singapore – had considerable power over the private sector and controlled capital flows.  

As speculated above in the case of Beijing, strong states require that international 
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businesses and service firms pay tribute to government bureaucracies, agencies, and state 

owned enterprises.  Thus, the fact that these countries were not truly capitalist nor free 

market but rather state-centric meant that international corporations and business service 

firms would choose to locate near the halls of power. 

 

 Urban Political Economy.  The third hypothesis I put forth in the introductory 

chapter was that a city’s rise to global city standing is primarily the consequence of the 

city’s own efforts and/or due to the city’s distinctive characteristics.  In other words, in 

becoming a global city, the city itself is responsible for achieving this feat rather than 

being a passive beneficiary of corporate locational decisions or preferential state policies.  

Theoretically, this hypothesis is most in line with the urban political economy approach 

associated with the work of Logan and Molotch (1987).  A key feature of urban political 

economy is the concept of the growth machine: coalitions of actors within a city whose 

primary objective is continued urban growth and development.  These actors range from 

those in the real estate sector, property owners, to local government officials. 

 In what ways are growth machines apparent in the major Chinese cities I studied?  

In the Chinese context, the vital actors in growth machines are clearly the municipal 

leaders and local government officials who advocated for the economic and urban 

development of their respective cities.  As noted in Chapter Two, McGee et al. (2007) 

refer to those local actors responsible for promoting growth during the post-reform period 

in China as “entrepreneurial bureaucrats.”  On a municipal level, these entrepreneurial 

bureaucrats would promote growth in two ways: 1) lobbying central government officials 
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in Beijing for preferential policies for their city, and 2) marketing their city to MNCs and 

foreign investors as a destination for FDI.  Such efforts are a clear consequence of reform 

policies that were introduced.  The Deng leadership wanted to decentralize certain 

powers down to lower levels of government, thereby compelling municipal leaders to 

become more entrepreneurial in their efforts to foster economic growth in their respective 

cities. 

 Looking at the cases in particular, such growth machine efforts can clearly be 

seen in the post-reform development of Shanghai, Guangzhou, and Shenzhen.  Shanghai 

municipal authorities persuaded the Deng government during the 1980s to allow the city 

to liberalize as the Pearl River Delta cities had been permitted.  Due to these efforts, the 

central government granted Shanghai OCC status in 1984 and subsequently approved the 

development of Pudong in 1990.  Guangzhou relied upon personal ties with Beijing to 

generate preferential policies for the city, and Guangzhou municipal leaders cultivated 

relationships with Hong Kong investors to attract capital as well.  Finally, in Shenzhen 

municipal leaders strategically engaged in entrepreneurial efforts beginning in the 1980s 

by marketing the SEZ as an investment site for export-oriented firms, and during the 

1990s lobbied Beijing for the continuation of preferential SEZ policies. 

 

STUDY LIMITATIONS 

 

 This study is obviously not without its limitations, and in this section I wish to 

consider the ways in which this project could have potentially been strengthened.  In turn, 
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I will discuss 1) the fragility of the results from the fs/QCA, 2) the language barrier I 

faced when conducting my research, 3) issues of data availability and the difficulty in 

measuring some of my variables, and 4) my lack of personal exposure to the cities. 

 

Fragility of Results 

 A methodological limitation of my study can be drawn based upon the limited 

number of cases incorporated into my data analysis.  While I am confident of the results 

generated by the fs/QCA that I conducted, I also recognize that by only having a study 

population of seven cases the omission of a single case could significantly affect my 

results.  For example, consider the causal condition of high levels of FDI.  In my fs/QCA, 

FDI was not found to be a significant causal factor in determining why some Chinese 

cities eventually became global cities while others did not.  While Shanghai fits the 

expectation that high FDI levels are a possible causal condition for global city 

achievement, Beijing did not.  In fact, for the 1985-1996 data period considered, 

Shanghai’s cumulative FDI amount ($26 billion) was more than three times greater than 

the amount for Beijing ($7.9 billion) (Zhou 2002).  Therefore, if Beijing was not included 

as a case, the analysis would look quite different, with the likely result that high levels of 

FDI are a causal condition for becoming a global city in post-reform China. 

 A similar scenario exists with respect to the condition for early preferential 

policy.  In the fs/QCA, four cases are coded as having full membership in this set (i.e., 

being the beneficiaries of early preferential policies): Guangzhou, Shanghai, Shenzhen, 

and Tianjin.  The hypothesized relationship is that being granted a SEZ or designated a 
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coastal open city at the start of reforms would give a city a developmental advantage, 

thus being more likely to develop into a global city.  This was clearly the case for 

Shanghai, though the development of Pudong in the 1990s was arguably far more 

important than the coastal open city designation.  Guangzhou and Shenzhen have partial 

membership in the outcome set, and can therefore be considered at least globalizing cities 

that have the potential to eventually develop into fully global cities.  But what of Tianjin, 

a city that is minimally in the global city outcome set?  Once again, by omitting a single 

case from the analysis – in this instance Tianjin – the results of the fs/QCA would 

potentially look quite different with respect to the causal significance that can be assigned 

to early preferential policies as a condition for global city standing. 

By including or omitting just a single case from the fs/QCA, certain causal 

conditions either gain or lose significance as potential explanatory factors.  Therefore, it 

is safe to conclude that there is no “silver bullet” causal configuration for explaining how 

post-reform Chinese cities either did or did not develop into global cities.  Contingent 

generalizations can be made based upon the results of my analysis, but they need to be 

taken into context and coupled with the empirical observations from individual cases as 

presented in the case studies. 

 

Language Barrier 

 I was fortunate in conducting my research that there exists a relative wealth of 

literature and data in English on major Chinese cities, and China’s economic and urban 

development.  Had there not been, my study would not have gone very far.  The 
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availability of materials in English is certainly a product of the worldwide interest of 

scholars in China as a topic of research, specifically with respect to the dramatic urban 

and economic growth that has taken place in recent decades.  Of course, the dominance 

of English as the global lingua franca helps too.  My own inability to read or speak 

Mandarin Chinese – the primary language within the PRC – or Cantonese – which is 

more commonly spoken in Guangdong Province and Hong Kong – was a barrier, though 

I do not feel that it was a significant one.  However, there were a number of instances 

over the course of my research when Mandarin fluency would have been advantageous. 

 The primary means by which the ability to read Mandarin would have helped me 

is in the interpretation of official statistics published by the Chinese government.  

Primary sources of data for this study were municipal yearbooks, which are published on 

an annual basis by the statistical bureaus of the respective cities.  Fortunately, the 

statistical yearbooks published for the largest mainland cities – Shanghai, Beijing, 

Guangzhou, Shenzhen, Tianjin, and Wuhan – were made available in combined English 

and Chinese format.  However, statistical yearbooks for Shenyang were only available in 

Chinese, precluding my ability to use such data in the comparative case analysis, such as 

presenting overlapping figures for cumulative GDP growth in all eight cities.  Further, the 

Chinese government has published a number of urban statistical yearbooks in recent 

years, presenting comparative data on all major Chinese cities.  This would have been an 

ideal data source in conducting my research, but these publications were simply 

unavailable in the combined English/Chinese format. 
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 The only other instances where the language barrier manifested itself over the 

course of the project are limited.  At times I visited websites of various Chinese 

government agencies looking for information and/or statistics.  Sometimes these sites 

would have an English version, but others times not.  Also, there were a number of 

Chinese language publications – typically government documents or reports – I came 

across in bibliographies while conducting my research that I was unable to access.  

Finally, fluency in Mandarin would have broadened my methodological options in 

conducting this study.  This is a point I will expand upon below when discussing issues 

related to data availability. 

 

Data Availability and Operationalization of Variables 

 For the most part, I was fortunate to have access to sufficient data in order to 

conduct my comparative case analysis.  As noted above, the language barrier did interfere 

with this somewhat with my inability to read certain statistical yearbooks that would have 

been ideal to have available.  Also, certain publications were inaccessible to me since 

they were written only in Chinese.  In this section, I will consider additional instances 

where data was limited and/or unavailable. 

 In the literature on global cities, the presence of FIRE sector economic activities 

are a key indicator of the economic command and control functions present in those 

cities.  Thus, data on finance, insurance, and real estate employment and/or as a 

proportion of municipal GDP are solid indicators for the comparison of global cities.  In 

my research, I was only able to discover data on FIRE sector activities in Hong Kong, but 
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not in any of the mainland PRC cities.  This would have been an ideal piece of data to 

include when describing the cities in the individual case studies. 

 Also, my study would have been stronger methodologically with additional forms 

of data.  More specifically, qualitative interviews with relevant municipal actors such as 

current and past government officials would have given me a strong database of 

information.  Such a first-person account of the comparative development within major 

Chinese cities during the post-reform era would provide a valuable perspective on the 

cases in my analysis.  In the course of my research I came across a few other studies (e.g., 

Solinger 1996; Lai 2009) where qualitative interview data provided valuable insight into 

the post-reform developmental histories of individual cities. 

 Finally, there were several variables in my analysis that needed better 

measurement.  One of the more important variables was the strength of political 

connections.  Existing global city research talks at length about growth machine 

coalitions, and earlier I noted the role of bureaucratic entrepreneurs within the post-

reform Chinese context.  More specifically, the literature considers the role of city 

officials in providing incentives to firms to potentially locate within their city, marketing 

the city to prospective companies, and having clout with state/provincial and national 

governments in order to direct investments locally.  I had the most difficulty 

operationalizing these three dimensions of the growth coalition hypothesis.  The one 

dimension I settled on was having political connections.  However, my evidence for this 

was inconsistent across the cases. 
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In Beijing, I judged municipal leaders to have political clout simply because the 

central government is located there, and that they worked in concert with state officials in 

the development of Beijing.  For Shanghai, I considered city leaders to have political 

influence because many of them ended up in Beijing working in positions of power 

within the central government.  In the case of Guangzhou, I based my assessment on the 

reported connections between municipal and provincial leaders with the central 

government at the onset of reform.  Methodologically and theoretically, it would have 

been much better to have a consistent indicator of political connections, as well as to have 

measures of the other two dimensions of local government activism. 

 

Personal Exposure 

 Finally, I feel my study is handicapped by the limited degree of personal exposure 

that I have to each city.  The only two cities in the study that I have been to at the time of 

writing – Hong Kong and Shenzhen – I only visited for a short time.  In spite of the 

limited duration of my visit, the experience provided invaluable personal insight on the 

structure, functions, and geography of each city.  While I feel confident in the findings 

generated by my study, I am equally confident that having spent time visiting and/or 

living in cities such as Shanghai, Beijing, or Guangzhou when conducting my research 

would have significantly strengthened my understanding of each place. 
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FINAL REMARKS 

 

 When all is said and done, what is the significance of my findings in this study?  

What relevance does it have, both in terms of its contribution to the academic literature 

on global cities and comparative urban development, as well as its applicability to a 

broader non-academic audience?  These are some questions I would like to address in my 

final remarks. 

 

Contribution to Literature 

As noted earlier in the study, a primary motivator for my study of the post-reform 

urban and economic development of major Chinese cities was the existing literature on 

global cities.  How, in my mind, could global cities such as London, New York, and 

Tokyo be considered denationalized, autonomous actors within a global urban network 

when the development of global cities in mainland China such as Shanghai and Beijing 

were so clearly dependent upon the Chinese state?  I feel my study has helped to address 

this theoretical discrepancy.  As the evidence shows in both my individual case studies 

and the comparative case analysis, the dominant causal factors in determining which 

cities become global cities are distinctive to the post-reform Chinese context. 

While Hong Kong represents an ideal-type case of global city development due to 

its early integration into the global economy, the causal pathway Shanghai and Beijing 

took to becoming global cities was a state-led one.  In considering the major PRC cities 

that did not become global, this pathway is brought into even sharper relief.  Tianjin 
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represents an interesting case in this regard.  It was a beneficiary of early preferential 

policy, yet its lack of political influence within the central government is what has 

primarily handicapped its developmental ambitions.  Both the lack of preferential policy 

and political connections were even more stifling to the post-reform development of 

Shenyang and Wuhan. 

 While some observers note the uniqueness of the Chinese “case” in terms of its 

urban and economic growth, what can be seen in my study is that in certain respects the 

development of major cities into global cities is not without precedent.  As noted in 

Chapter Three, China’s economic reforms and liberalization were reproduced to a 

significant degree on the development state model found previously in other East Asian 

countries.  The evolution of major cities into global cities within developmental states – 

such as Tokyo or Seoul – was largely determined by central government intervention in 

the economic development of the nation-state (Hill and Kim 2000).  Therefore, I feel my 

study represents another instance of this model in action, albeit in a distinctively Chinese 

manner. 

 Another major contribution of this study is to the political economy model of 

urban development.  In my view, a key finding of this study was that the major causal 

condition for becoming a global city was high political connectivity, represented by 

municipal growth machine coalitions successfully fostering relations with central 

government officials in order to garner preferential treatment.  While much of the 

existing literature on urban political economy – specifically that focused on the United 

States – notes the existence of pro-growth coalitions made up of a variety of actors from 
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both the private and public sectors, while within the Chinese context the actors are 

primarily municipal government leaders and officials.  As a result of my findings, this 

study can ideally make a contribution to the larger existing body of research on urban 

political economy. 

 

Policy Implications 

 What are the ramifications of my results outside of the relevant academic 

literatures?  In public policy terms, the findings of this study could potentially be of 

interest to those concerned with urban growth in developing countries similar to China.  

These could include other “BRIC” nation-states: Brazil, Russia, and India.  A concern of 

government officials in these countries could potentially be how to develop their major 

cities into global cities.  I feel that this study can provide some answers. 

 If officials in these countries wanted to enhance the development of Mumbai, 

Moscow, or Sao Paulo into fully global cities, they could aim to follow the state-led 

development model seen in the PRC.  By this, officials could grant preferential policies to 

these cities and/or develop export-processing zones in order to attract foreign investment.  

Since in post-reform China, high levels of FDI and preferential policy were not sufficient 

causal conditions to transform a city into a global city, Indian/Russian/Brazilian 

government officials could make the development of Mumbai, Moscow, or Sao Paulo 

into a global city a national priority.  This could entail the development of a special 

economic zone as a financial center, akin to the development of Pudong in Shanghai. 
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 There are clear benefits and drawbacks to be seen in the developmental 

experience of post-reform China, lessons that can be drawn by other nations considering 

a similar pattern of urban growth.  Perhaps the most convincing argument for the Chinese 

developmental path has been the sheer success of it, based on objective measures.  

Whether it is in terms of population and geographic growth, increased levels of FDI and 

the agglomeration of capital, or infrastructure development, nearly all of the major 

Chinese cities documented in this study have been tremendously successful over the past 

three decades of economic liberalization.  If BRIC governments needed any justification 

in order to emulate the Chinese urban growth model, they would find no shortage of data 

and/or empirical research to support such an argument. 

Also, much research attention has been devoted to the negative side of global city 

development more broadly (e.g., Sassen 2001, 2006a) as well as urban development 

within China more specifically (e.g., Friedmann 2005; Logan 2007).  Most notable of 

these trends is the increased level of social polarization within China, both in a regional 

and in an intra-urban context.  Thus, a primary critique of urban growth brought about by 

economic reforms has been that it has exacerbated social inequalities both between 

regions within the PRC (i.e., between coastal cities and the interior), and also within the 

cities themselves.  However, increased social polarization within large cities is not at all 

unique to the Chinese context, as Sassen (2001) paid specific attention to the class and 

spatial polarization endemic to global cities more generally. 

With my limited knowledge of the national economies and urban systems of the 

other BRIC nations, the recommendations I provide above are by necessity quite 
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superficial and tentative.  Yet the effective economic and urban transformation of the 

People’s Republic of China in the span of a few decades provides many developmental 

lessons for other nation-states.  It is my modest hope that the research I present and the 

conclusions of this study effectively highlight some of these lessons for others. 
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