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Abstract. In contemporary China, there are rising issues of
economic inequality. As the economy develops with the gradual evolution of the political system, growing concerns on the
interaction between economic inequality and political dynamics have started to emerge. This paper is set out to explore the
relations between economic inequality and political dynamics
in China from a perspective of urban development planning. A
conceptual framework was established to structure the theoretical ties among economic inequality, political dynamics and
urban development planning. This framework integrates explanations from political economy and urban development studies where the perspective of urban development planning acts
as both an external angle to examine the relationship between
economic inequality and political dynamics, and a social realm
that is affected by their relations. Based on the conceptual
framework, this article focuses on the urban housing sector
as a specific domain in urban development planning in order

to conduct concrete analysis and test the effects of urban development planning on economic inequality. The results of the
statistical analysis on a specific city case of Shenzhen indicate
that the development of urban housing sector fosters economic inequality among urban households in the city. Based
on the discussion that political dynamics influence and shape
the planning of the urban housing sector, the author concludes
that the political dynamics in urban development planning
have exacerbated the conditions of economic inequality and
this situation has become a general trend in major Chinese cities. Lastly, in order to highlight key political factors that result
in different state intervention models in the planning of the urban housing sector that affect economic inequality, the author
takes a comparative approach to contrast the benign and malign governance in social housing provision of Singapore and
China with emphasis on indigenous features and government
objectives in both countries.
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1. Introduction

Economic inequality is a persistent and pressing problem.
Just as Champernowne and Cowell wrote in their book,
it “arouses deep resentment, which can give rise to major social and economic upheavals, and which provokes
strongly differing views about the policies that might be
adopted to regulate it” (Champernowne, Cowell, 1998,
1). Although never as acute as natural disasters or other
fierce social turmoil, economic inequality does provide a
longer-term anxiety for policy makers on a potential danger to future prospects and financial stability. It is the socio-economic concerns over inequalities that have never
faded away in people’s judgement on the well-being of
society as well as scholars’ interests in relevant research.
Emerging as one of the most successful developing
countries in the world in terms of economic growth, China
has experienced unmatched economic development and
social advancement in the past 30 years or so. Nevertheless, economic inequality in civil society has worsened
alongside the fast progress in socio-economic achievements of this East Asian country under the leadership of
the Chinese Communist Party (CCP) who formulated one
of the most centralized systems of political power in the
world. This article is set out to examine the relations between economic inequality and political dynamics in contemporary China.
To gain an initial comprehension of their relations, it is
fundamental for one to acquire a general picture of economic inequality in China. Economic inequality had been
fluctuating in China’s contemporary history of development since the foundation of the P.R.C., to the new era of
Reform and Opening that started in 1978, and until now.
Past studies have mainly focused on the spatial characteristics of economic inequality in China in terms of regional disparities and urban-rural inequality (Tsui, Yuen,
1991; Jian, Sachs, Warner, 1996). Empirical evidence has
shown that during the initial phase of the central planned
economy (1952-1965), real incomes of the provinces
didn’t show a strong trend of divergence while during the
Cultural Revolution led by Mao (1967-1977), regional economic disparities expanded and widened because socialist planning favoured industrial areas at the expense of a
reduced yield of agricultural produce in rural areas. After
the Economic Opening and Reformation in 1978, market
forces initially helped to alleviate some of the extremes of
resource allocation left over from the planned economy
era and equalized regional incomes because of the integration with globalization and an increase in agricultural
productivity. However, since the mid-1990s, biased po-

litical preferences given to selected industries together
with the decentralized managing behaviour in markets,
economic inequality rose once again (ibid). Nowadays,
this regional divergence remains one of the most noticeable features of Chinese economic inequality—the GDP
of the east coastal region accounted for 68% of the national amount (Figure 1.1); and among the 36 major cities
(mostly provincial capital cities) in 2008, almost all the east
coastal cities enjoyed the highest level of GDP (Appendix
1). However, if we set aside that regional gaps are widening, income disparities among citizens, especially between the richest and the poorest also enlarged in recent
years. In recent years the Gini coefficient1 in China has
kept rising and has outnumbered many other developing
countries according to studies by the World Bank. The
distribution of income measured by share of GDP held by
the richest 20% of the population increased from 36.7%
in 1980 to 41% in 1990 (R. Rojas Archive, 2010) and to
47.8% in 2005. On the contrary, the share of income held
by the remaining 80% kept dropping and in 2005, the
richest 10% of the population held 31.4% of the nation’s
income and the lowest 10% only had 2.4% (Table 1.1).
Social tensions such as the pressure for property acquisition to build a future life, the increasing cost of education
for the young and the rocketing health care expenses for
the old are becoming evident and urgent problems. Yet
society at the same time also witnessed a rising class of
economically wealthy who use their political connections
to conveniently enhance their existing wealth. Moreover,

Table 1.1. Income share held by subgroups of population in 2005. Source: World Bank, Poverty in China.
Subgroups divided by levels of
income

Income share

Highest 10%

31.4%

Highest 20%

47.8%

Fourth 20%

22%

Third 20%

14.7%

Second 20%

9.8%

Lowest 20%

5.7%

Lowest 10%

2.4%
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the inter-generational wealth inheritance within the richest group has also become increasingly obvious in China
nowadays. Relying on the original historical wealth accumulation of the former generation, the off-spring of this
social class are in an advantageous position when competing for wealth with their peer groups, thereby affecting other people’s opportunity to acquire wealth based
on their accumulated human capital. In summary, there
is an increasingly clear phenomenon in Chinese society
illustrating the overt networking between political powers and the economic elite, the inter-generational passing
of wealth within rich households; and growing concerns
about the relationship between political power and economic wealth.

The ultimate aim of this article is to unravel the relations
between economic inequality and political dynamics in
China. In order to achieve this goal, the author sets up
a conceptual framework to analyse the relationship from
a perspective of urban development planning. Within the
structure of this conceptual framework, the author tries
to solve the primary research question on how urban development planning affects economic inequality in specific
urban sectors. Additionally, by connecting urban development planning with political dynamics of the country,
the author hopes to provide insights into the direct or

indirect effects of political dynamics on economic inequality in the urban context. To begin with, a conceptual framework to structure the analysis is required.

Figure 1.1. Income share held by subgroups of population in 2005. Source: China Statistical Yearbook-various
years. Source: Author.
Share of GDP of Eastern Region in China
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NOTES TO CHAPTER 1
1. Economic inequality is often described as income inequality
which can be measured by the Gini coefficient with 1 stands
for absolute inequality where one economic person possesses

all the income while others have none and 0 stands for perfect
equity where everybody share the same level of income (Atkinson, 1970).

2. Approaching the relationship between economic inequality
and political dynamics from an urban development planning
perspective: A conceptual framework
Economic inequality and the political influence behind
development has long been a topical research field for
scholars in the social sciences, especially after the economic success of the emerging markets in East Asia
where formerly established ideas in relevant academic
realms saw competing models for economic growth and
development. There are different angles to look into the
relationship between economic inequality and political development, most of which belong to the academic field of
political economics. However, this conceptual framework
seeks to examine this relationship from the perspective of
urban development planning relying on a basic political
economy understanding of the relationship. The author
contends it a fresh attempt to combine knowledge from
political economy with an urban development context.

2.1. Economic inequality and political
dynamics - An attempt at explanations
from political economy
First and foremost, the author considers it fundamental
to establish a basic theoretical understanding of the
relationship between economic inequality and political
dynamics, which mainly derive from the realm of political
economy. Although discussing the issue within the
context of political economy is not the primary goal of
this article, it is necessary to do so, because the future
analyses on the relationship is expected to involve
political and development concerns. This section
seeks to provide a conceptual explanation of economic
inequality and its ties with political dynamics. The
articulation of their relations will be applied in the context
of China’s society later.

2.1.1. Theoretical concepts of economic inequality and its ties with political dynamics. The con-

cept of economic inequality mainly refers to the “contrast
between the economic conditions” of different people
and groups (Champernowne, Cowell, 1998, 2). On one
hand, income is one of the main elements that define
these “economic conditions”; on the other, opportunities to generate income—meaning resources allocated
and the external conditions to utilize those resources
are also fundamental in the determination of these “economic conditions”. Besides, economic inequality can
also refer to the disparities in the overall economic per-

formance among nations, regions and cities, which could
be compared based on total economic output, average
income per capita and other indices among those areas.
The economic inequality discussed in this article mainly
relates to income disparities between people and social
groups in the urban context.
In the history of economic growth and inequality, the classical economic view believes that economic inequality
is actually positive for economic development as it increases possible savings which form into capital accumulation and thus boost growth (Kaldor, Nicoals, 1955).
However, more recent studies have demonstrated that
economic inequality in imperfect markets can be harmful
on human capital formation thus dampening economic
development (Galor, Zeira, 1993). Neo-classical views
tend to emphasize that inequality is simply just a feature
in income distribution inherent in the process of economic
growth. Based on the data from developed countries in
the first half of the 20th century, Kuznets hypothesized
that income inequality tended to rise at earlier stages
of economic growth represented by income per capita
but showed a descending trend as growth continued
(Kuznets, 1955). Studies based on more recent data in
both developed and developing countries cast doubt on
this hypothesis however.
There are various possible causes for economic inequality. On one hand, there are indigenous causes related to
the labour itself, such as innate ability, gender and culture,
etc. On the other, there are exogenous causes related
to the market and socio-economic conditions, such as
the volatility in labour market, education, technology, globalization, neo-liberalism policies, development models,
wealth concentration, etc. (OECD, 2011). These exogenous causes tend to exert limits on labour’s competence in applying and developing their innate abilities, and
thereby they become the ultimately force in creating the
externally inequitable environment for society to pursue
economic equality. Indigenous causes are innate while exogenous causes are mostly to some extent derived from
and shaped by behaviours governed by the self-interest
of certain groups in society. This is why there exists divergent importance attached to different social groups and
also explains people’s strong discontent aroused by economic inequality (Champernowne, Cowell, 1998). Thus,
conflicting relationships appear in the society in pursuit of
economic equality, in which, the state and its policies play
important and crucial roles.
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This article is not intended to go down to the detailed
mechanism of how these causes work but focuses on
the causes that involve state behaviours and political interests which correlate with economic inequality. There
are many aspects to look at political dynamics. I divide
relevant aspects that may be useful in later analysis into
two categories: the dimension that has direct involvement
with the state, and the dimension related to the informal
political ideology, atmosphere and environment in society.
First, the dimension directly involved with the state can be
discussed from three perspectives: the role of the state,
the political model, and the political representation of people. To begin with, the role of the state determines to what
extent government can intervene in the economy and how
far government policies can influence the socio-economic
condition. Developmental state (DS) and Neo-liberal state
(NS) are the two major counterparts in terms of the state’s
role in development. A DS believes that government
should be directly involved in the market mechanism and
manage the economy through adjusting macroeconomic
variables such as savings, investment, wages etc., and
should provide education, housing, health care and help
to redistribute resources for society (Bagchi, 2000). In this
sense, a DS deals with economic inequality more proactively as it tends to reallocate economic income and resources to maintain equity for society, whilst the provision
of public welfare, housing and other state benefits ensure
that economically disadvantaged groups are helped and
protected by the state. On the contrary, the NS believes
that a free market is able to allocate resources efficiently
and state intervention should be minimized to avoid unnecessary unemployment and inflation (Treanor, 2005).
By cutting back public spending on social welfare, health
care, education, social housing etc., it is believed that the
NS model is likely to generate social inequality as market force alone ignore some non-economic factors that
affect people’s equal participation in the market thereby
differentiating their incomes. The experience of the origin
of NS of Reaganomics in the U.S. and Thatcherism in the
UK showed that economic inequality widened under the
NS model (Parkinson, 1989). Nevertheless, neither development state is bound to alleviate economic inequality
nor does the neo-liberal state necessarily exacerbate it.
For a DS, M. Beeson concluded that it is essential for
a DS to have the capability to implement interventions
in economic development, however, countries that might
benefit are frequently hampered by lack of institutional infrastructure (Beeson, 2001). This “absence of institutional
infrastructure” may indicate ineffective state capacity (for
some under-developed countries) or a lack of democracy
that can ensure the equity of the government interventions. If the political model of an authoritarian state encourages economic development but places priority on
consolidating its own political and economic authority at
the expense of overall social equity, then the DS model
is likely to foster economic inequality between the social
groups that have political means and the ones that don’t.
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By the same token, although the economic ideology of
the NS model tends to increase economic inequality by
its free market approach, the state can still be motivated
to provide more social welfare to cope with inequality
under a democratic political system in which the society’s voices are heard and people’s opinions act as valid
stakeholder in the making of government policies (Bourdieu, 1998; Sener, 2011). Furthermore, since past studies
tend to believe that political regimes are endogenous factors to economic inequality, political representation and
participation become critical as they determine who can
make and implement state policies to influence economic
development (Cogneau, 2009). Studies on representation
tend to look at the issue from the voting angle and party
representation in which they suggest not only does political representation turn out to be biased towards different
social groups in terms of their income level (Bartels, 2005;
Flavin, 2009; Hakhverdian, 2010), but also that in an economically more unequal society, the equity of political representation turns out to be worse accordingly and exert
a negative influence on people’s willingness for political
engagement and thus create a defective circle for people
to seek better representation to change the economically
unequal situation (Rosset, Giger, Bernauer, 2011).
The second dimension to look at political dynamics is the
relatively informal political atmosphere in terms of how
political interests are interpreted and how political powers are involved in economic society. Economic inequality leads the wealthier group in society to seek a corresponding share of political power in order to secure their
gains and explore further opportunities to greater economic power. As the society’s economic inequality level
becomes more severe, the accumulation of the wealthy’s
political resources is likely to generate more obvious bias
in the political system towards the economic interests of
the rich (Solt, 2004; 2008). Therefore, in the process of
this searching for ‘political means’, more affluent people
build up networks and connections with political powers to expand their accessibility to wealth while political
regimes seek to achieve political goals through the affiliation with economic barons. This series of relations
under economic inequality can seed corruption in political system as the state is given too much stake whose
position can be relatively secured by its connection with
the riches (Begovic, 2005). By the same token, the process of wealth concentration of the richest people (in
which newly created wealth tends to agglomerate on the
already-wealthy entities because they have the financial
base to invest and leverage and thus increase the accumulation of wealth) can be further secured given they
have the guarantee and privileges granted (not formally)
by political power and thus aggravate the situation of
economic inequality (Zantrio, 2011).
As a brief summary, when trying to detangle the ties between economic inequality and political forces behind, this
article looked into the different but relevant facets of politi-
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cal dynamics that correlate with economic inequality (Figure 2.1). The relatively formal aspect involves mainly the
state in terms of the role of the state, the political model of
the country and the political representation for its people;
the other aspect refers to a macro political environment
including economic-political connections in society, corruption and wealth concentration, etc. These facets are
especially relevant for the context of China when related
to economic inequality. They are basic blocs for our further analysis and they constitute part of the overall analytical framework.

2.1.2. The context in China. A general image of

economic inequality in China has been outlined in the
Introduction of this article. As mentioned before, past
studies on this issue in China mainly focused on the regional or urban-rural features (Wan, Zhang, 2006). Yet
the causes are not just regional, nor simply the results
of economic inequality. In order to understand economic inequality in China more clearly, one has to gain
some insight into the features of the Chinese political
dynamics that correspond with it. This section outlines
the political dynamics behind economic inequality in
contemporary China in a narrative fashion.
The model of the DS propelled the rapid growth of East
Asian states. China is different, as one of the states that
also benefitted from government intervention in managing the economy, its government enjoyed supreme
power during the period of unprecedented growth in
the past 30 years. From the planned economy during
Mao’s regime, the state continued as the main guiding institution in the planning of the country’s economic
development, even after the economic reformation and
opening towards market forces and globalization. “The
country has emerged as an economic superpower
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while retaining its autocratic political structures” (The
Times, 27th July 2011). It is a unique model of politicaleconomy in China in terms of encouraging a market
economy while the government still took direct action
to influence the market. This unique model of “socialist
market economy” in which a capitalist market economy is combined with socialist state intervention saw
China formulate its unique authoritarian-capitalist model (Chen, 2002). However, unlike the current capitalist
model in the west which appears to be more minded to
eliminate social inequality, China’s unique model seems
to have triggered bigger than ever economic inequality. Since the economic reformation in the late 1970s,
China has allowed certain groups of people to become
“rich first” based on the opening of the country’s economy and subsequent integration into the global market
while also allowing significant decentralization of authority to manage the economy at a local level, encouraging privatisation and dismantlement of state-owned
firms, promoting foreign investment and increasing the
amount of international trade.
In all this process however, China has prioritised economic growth over social equity. The Gini coefficient
had risen to 44.7 by 2001 and the Chinese Communist
Party (CCP) seemed to have dumped its once bedrock
support from the working class given that total statesector employment dropped by 30% from 1997-2001
and that the “world’s factory” has been sustained by
the frugal life of millions of Chinese worker making less
than $100 per month (World Bank, 2005; Yang, 2006).
This is a general image of China’s development model
and the economic inequality that was believed to be
caused by this unique style of development. Another
specific institutional feature that is relevant for analysis is the relationship of the central-local government.

Figure 2.1. Economic inequality and relevant facets of political dynamics. Source: Author.
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Past studies mainly focused on the fiscal relationship
between the two to explore the central-local structure
(Goodman, Segal, 1994; Zhang, 1999; Yang, 2006;
Zhang, 2006). The declining trend in central governments’ fiscal share after the tax reform in 1994 led
many scholars to treat it as a sign of power decentralization from central government to the local. However, the reconfiguration in fiscal relations such as the
reappointment of stamp tax revenue, the realignment
of personal income tax revenue, and the reassignment
in the payment of rebates on value-added tax in exports etc. actually underscored the predominant power
of central government (and its unwillingness to diffuse
power) and the subordinate nature of local government (Huang, 1996; Yang, 2006). However, although
the central government maintains a dominant position
in the fiscal system, its decentralization of some fiscal
rights to the provinces revealed its economic regionalism ideology and political preference for some local
development. This propensity, together with the “market localism” in the economic reformation, and specific
regional policies favouring the east coastal area and
the opening to the global market (Solinger, 1995), created difficulties for the central government to maintain
full control over the nation’s economy. With preference
granted to some provinces, the central government lost
full control on the effects of certain policies as key provinces acted as giant ‘self-interested stakeholders’ in respect to policies formulated by central government. Put
it simply, “central leaders may not have the agency to
direct economic activity in a way that will allow developmental promises to be achieved” (Breslin, 2007, 1).
Apart from the central-local relations, it is important
to understand the path towards democratization and
political representation of various social classes within
the context of China. Unlike the structural theory that
postulated capitalism is an important catalyst (while
not always necessary) to democratization, the authoritarian-capitalism that China created hasn’t appeared
to foster democracy for the country. One of the key
factors is that in western society, a bourgeoisie that is
vital to democracy does not need to survive relying on
state power but rather on the market mechanism itself.
Nevertheless this is not the case for China. Because in
the socialist market economy where government plays
a vital role, the way the Chinese entrepreneurial class
can maximize their business opportunities as well as
economic income is to subjectively “involve” the government and establish cosy collaborative relations with
top local officials. Neither this bourgeoisie class possesses any motivation to push the government towards
more equal policies, nor will the political supremacy of
the CCP be threatened by this entrepreneurial class
(Chen, 2002). Furthermore, because China doesn’t
have an effective or even legitimate voting system seen
in most western democratic countries, the political
representation of some social groups which actually

DPU Working Paper no.148

have the motivation and potential power to question
and challenge the legitimacy of the governance of the
CCP is absent in the political stage in China, which in
turn has maintained the status quo for biased political
interests and fostered endemic corruption.
Equally important, the institutional features of the Chinese political-economy system have influenced society,
especially in the relationship between the business class
and government officials. These changes in society’s
ideology and values are also reflections of the authoritarian-capitalist development model. The Chinese social phenomena mentioned in the Introduction shows
there is a persistence of political power remaining in the
market and an accelerating speed and expanded scope
to convert this political power into economic power
(Zhou, 2000). Nowadays in China, there is a model of
‘informal’ networking between the entrepreneurial class
and political elites in which businessmen can only realize their goals through networking with those holding
political power. Additionally, secured by this networking with political powers, there are also obvious signs
of the wealth concentration in the richest, especially in
the appearance of the younger off-springs’ intergenerational inheritance of wealth which was created during
the initial stage of economic opening and market reformation. Under these circumstances, economic inequality can only be widened and deepened as a result of
the collusion between political power and the economic
wealthy. The Kuznets hypothesis certainly does not apply in this country and it is also said that the top 2% of
the population (in terms of their income) controls 98% of
the country’s wealth (Kunshan, 2011)1, which is a clear
articulation of the extremely unequal political-economic
relationship in China. This new business model in China
is operating on top of entangled social connections in
the “political market” that has established a vast informal
web of Guanxi which on one hand helps maintain each
empowered party’s vested interests, but on the other
dampens the possibility of further economic reform and
political progress (Gold, Guthrie, 2002). In this situation,
“institutional changes are processes of coevolution between politics and markets” (Zhou, 2000, 1139) is just
an optimistic way to put it.

2.2. A Perspective of urban development
planning in China
The last sub-section explores the relationship between
economic inequality and the political dynamics behind
it by narratively explaining it from the angle of politicaleconomy. Then the relations are discussed further in the
context of China, to provide a base for our later analysis
of examples in China. This section seeks to look at the relations from a perspective of urban development planning
and establish a comprehensive conceptual framework.
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2.2.1. Why urban development planning? So why

choose the perspective of urban development planning (UDP) to examine the relations between economic
inequality and political dynamics in China? First and
foremost, I consider it is crucial to explain the decision
to put the discussion in an urban context.
Firstly, as stated before, the priority given to cities in
economic development in contemporary China determined that cities simply have higher levels of economic
growth and wealth accumulation than rural areas. Although urban-rural inequality is not the primary focus
in this article, it does emphasize that with outstanding
growth records2 and a clearer mechanism of Chinese
socialist market economy, cities are simply more representative for the unique economic development model
the state posed. Besides, the effects of the economic
reformation programme and the integration with globalization are more distinguishable in the Chinese urban context, which renders economic inequality sharper in the urban context as a result of the relationship
with urban governance. Therefore, due to the primary
policy focus on economic development, economic inequality in an urban environment is more suitable for
researching the features and effects of the unique market economy model in China (Gao, Riskin, 2006).
Secondly, apart from the economic position of Chinese
cities, they are also usually regional political centres for
local governments. Because political power tends to
concentrate in cities, the collaboration between economic agents and political interests in China is more
visible in an urban context and facilitates clearer analysis of the relation between economic inequality and political dynamics. Studies have shown a growing interest
in changing urban governance under a socialist state
system which greatly affects the form of urban development and landscapes and its relations with a more
market-oriented economy (Wu, 2002). Some have
even used empirical studies to illustrate that urban-
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biased policies are detrimental to future urban growth
(Yang, 1999). Therefore, with the rising co-evolution of
politics and economics in an urban context, cities have
become hot spots to explore the relations between
economic inequality and political dynamics.
When researching economic inequality in the urban
context and its connections with urban biased policies,
past studies have set their focus and searched for evidence from the urban labour market in terms of human
resource accumulation (Knight, Lina, 1991) or examined
urban market forces and social benefits (Gao, Riskin,
2006) to discuss differentiated urban income for households or individuals and the political influences behind
them. Certainly, there are many such angles to examine
the relations between economic inequality and political dynamics in the urban context; urban development
planning is just one possible perspective. It is becoming
an increasing hot spot for urban research representing
not just urban built landscape, but more of the state focus and policy agenda behind it. Urban development
planning stands for the planning process of the development for cities in aspects of all relevant urban dimensions and sectors such as city economy management,
planning for land use, transportation, urban environment
etc. Thus the urban development planning perspective
is not just a phenomenon in the urban context, but rather a force that decides parts of the ‘urban context’ ranging from urban physical planning to the socio-economic
planning, thereby rendering itself to be an effective dimension to examine the institutional connections between urban economic growth and urban policies originated from planning. Figure 2.2 sketches out the logical
reasoning for adopting this perspective (Figure 2.2). Urban development planning is ultimately a perspective to
examine the economic inequality and political dynamics
in an urban context because the political-economy relations between the pair (as discussed in section 2.1)
are affecting the process and form of UDP and such
influences are in turn reflected by the outcome of UDP.

Figure 2.2. Sketch of the logical reasoning for adopting the perspective of UDP. Source: Author.
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2.2.2. From the perspective of urban development planning. So, is the perspective of urban de-

velopment planning a legitimate one to examine the
relations between economic inequality and political
dynamics in an urban context? The answer is yes.
First, cities form their physical shapes and functional
features within the socio-economic processes under
the guidance and effects of national and local policies (Lo, Yeung, 1996; Evans, 1991). Second, as discussed above, UDP is a planning process, so who
does the planning? According to Lo & Yeung, it is the
guidance and effects of policies initiated and implemented by the state that shape the socio-economic
process and thus decide the form of urban areas. The
process and form of UDP stand for the political interests of both central and local government in China. As
the central government gave political and economic
priorities biased to urban rather than rural areas, especially the cities in east coastal areas, this central
political initiative to some extent has both determined
and implicitly accepted the regional disparities and urban-rural duality in urban development levels. Locally,
the decentralization in economic reform programmes
allowed urban governance to localize urban development planning based specifically on local conditions
and priorities. As we’ve discussed in the context of
China, although the state (as in a government system
controlled by the CCP) still retains its absolute power,
in terms of central and local scale, there are lots of
issues and development initiatives in UDP that are
decided locally. Even though the central government
may publish a macro-level policy agenda with a benign strategy, there are still a large number of planning
processes that are just simply beyond its control at a

DPU Working Paper no.148

local level for the reasons discussed earlier. Nevertheless, it is obvious in China that the form and process
of urban development planning almost totally stands
for the interests of the state. Although urban policies
are changing towards a more market–oriented economy, there is no real market competition in terms of
how cities should be planned. Rather, the authority of
the planning process of cities remains in the hands of
the bureaucratic government of the state (Lin, 2007;
Wu, 2002). Additionally, apart from the representation of state interest, UDP also reflects other informal
political-economic relations in society to some extent.
Since the perspective of UDP represents a channel
for political interests and the practice of state power,
the main research question is whether, the urban development planning alleviates economic inequality, or
does it foster worse inequality in the urban context?
And given that urban development planning stands
for state intervention and government initiatives, does
this then provide an interpretation of how political
dynamics affect economic inequality through UDP?
The author hopes that by solving this question, the
relations between economic inequality and political
dynamics in the urban context of China can be examined. Moreover, it will also be meaningful not only
to explore the answer, but also to distinguish the key
elements in this conceptual framework in terms of
which segment(s) in the framework has the most decisive force for the results in the probe of the research
question. Figure 2.3 is the combination of the ideas in
Figure 2.1 & 2.2 (Figure 2.3). It illustrates an integrated
conceptual framework for trying to solve the research
question projected above.

Figure 2.3. Summary of the conceptual framework. Source: Author.
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NOTES TO CHAPTER 2
1. There is no actual official data to prove this. However there
are information in Chinese media/news agent that claims within
the 6000 billion RMB financial assets in Chinese stock market,
75% are occupied in all different forms by government officials
and their families. And among the 50,000 people who hold more
than 20 million RMB worth of stock shares, 86% of them are
government officials and their family members. In the 3000 billion

RMB that was invested in the stock market by 70 million people
in China, 2000 billion RMB worth of shares have been grabbed
and consumed by government officials and their family members
(Sun, 2008).
2. CPI-adjusted household per capital income rose from 4,567RMB
in 1988, to 6,521RMB in 1995, and to 10,333RMB in 2002.

3. Methodology and constraints

In terms of searching for evidence following the conceptual framework outlined above, it will be difficult to find
concrete and specific data in the broad domain of urban
development planning. To make the research question
testable based on statistical analysis, this article will focus
on the urban housing sector as a proxy to stand for and
explore the process of urban development planning. The
aim, legitimacy and analytical structure of this specific focus will be discussed in the following case study section.
In addition, given that China is a large country and the
data representing Chinese urban areas does not accurately reflect the real urban economic situation in typical
cities (as the concept of ‘cities’ are largely defined along
political borders and often contain agricultural activities),
the analysis will focus on a case study of one major city to
conduct the statistical verification of the research question. Yet the general trends in China do get discussed
following the specific case study. Besides, the author
will also use a comparative analysis approach to discuss
some key political concerns based on the case study following the reasoning in the conceptual framework.
Most of the data in this research was found online from
official national or local statistical yearbooks posted by
the relevant statistical bureau. There is also information
from specific yearbooks concerning urban areas and
housing development. Some data is also from other lit-

erature and past studies although the results from the
statistical analysis are generated by the author. Still, there
are problems concerning the continuity of the data that
for some indices there is an inadequate time range for the
data to show clear trends, and there is even data missing
for some important indices.
In the reasoning line of this article, the author is also
conscious of potential logical fallacies in the case analysis. First, confining the research scope to the urban
housing sector as a representation of the process and
form of urban development planning can be incomplete.
The features of urban development planning may have
different attributes in other urban sectors. The urban development planning discussed under the urban housing
sector only stands for the planning feature in this sector rather than all urban aspects. However, the political dynamics may be similar regardless of which urban
sector it is. Although the relationship between housing
development and economic inequality is to some extent
testable with data, the way and extent to which political
dynamics affect the housing industry and thereby influence economic inequality are difficult to be quantified
and verified. As a result, most of the analysis on the influence of political dynamics on the urban housing sector and its effects on economic inequality are discussed
in qualitative and narrative fashion.

4. Evidence from the urban housing sector

In this section, the author intends to use examples from
the urban housing sector as one particular angle to explore the relations between economic inequality and political dynamics in the realm of urban development planning.
A Chinese city case is adopted to examine the effects of
the urban housing sector on economic inequality among
different urban households. The political dynamics in
the development planning process of the urban housing
sector is also discussed to further explain its possible influences on urban economic inequality. The section will
start with a conceptual explanation of choosing the urban
housing as a focus together with a brief introduction on
the development of the urban housing industry in China.
Then statistical analysis will be conducted on the particular city case to test how the housing sector is affecting the
economic situation among urban households. Besides,
the political environment of planning and policies in the
housing sector are explained to examine their effects on
housing prices and thus the indirect influences over economic inequality. Lastly, some key concerns in the political
dynamics in shaping urban economic inequality through
the development of the housing sector are discussed.

4.1. Urban housing sector as a research
focus in UDP
Admittedly, there are many aspects in the urban context that are eligible to explore the features and effects
of urban development planning, such as the provision
of infrastructure, transportation, urban landscape, urban
welfare, etc. The urban housing sector is of special significance however. Because of the durability of housing
as an economically heterogeneous product with lower
changeability in consumption due to the higher moving
cost (O’Sullivan, 2007), the urban housing situation is the
one of the most explicit indicators to examine the living
quality of urban residents. Because housing is relatively
more expensive than other urban products and is immediately involved with people’s living standard, changes in
housing prices, the provision of and commodity housing
market etc. will be highly relevant to look into the economic inequality situation in our urban context. Meanwhile,
because the housing sector also receives a considerable
amount of political attention in planning and regulation, it
will be proper to discuss the political interests, biases and
flaws in the housing sector in terms of how they shape
the sector and thus affect people’s economic situation.

Therefore, theoretically the author considers it a relevant
and interesting urban sector to unravel the relations between political dynamics in urban development planning
and economic inequality in the urban context.
As for urban China, the author contends the housing sector still keeps these basic theoretical attributes. Economically, housing issues are an increasing concern within
Chinese civil society especially the influences housing
problems cast on people’s everyday life, future prospects
and sense of financial security. On the other hand, the
scale and economic contribution of the housing sector
has experienced steady growth in recent years, giving the
industry greater weight in the national economy (Appendix 2). Politically, the planning and regulation of the urban
housing sector is under the control of the government
which in a way reflects the interventionist development
model the Chinese government put forward in socio-economic activities. So the housing sector is an appropriate
field to analyse the urban development planning process
and the political dynamics behind it. Therefore, the urban
housing sector should be a suitable domain to explain the
relationships outlined in the conceptual framework.
In addition, one important background feature in the Chinese urban housing sector is the market reform in housing
provision in the 1990s. In the past, houses and dwellings
were allocated by the state following the structure of work
units and qualification for housing allocation for workers
was totally dependent on one’s political rank and political performance in your work unit (Logan, Y. Bian and F.
Bian, 1999). Past studies have considered that this state
allocation system directly fostered housing inequalities in
cities. However, as stated in one of the CSC documents
on deepening the reformation in urban housing structures
in 1998, the commercialization and monetization of urban
housing, marketization of housing provision, and the termination of state allocation of housing became the main
lever to lift the living condition of urban residents and to
boost the urban housing sector into a key support industry in the national economy (CSC, 1998). Nowadays,
most of the houses supplied in the market are commodity
ones.
Therefore, with our focus on the urban housing sector,
the research question put forward in section 2.2 can be
dissected into two main parts: The first task is to examine
the influence of the housing sector on people’s economic
well-being and the status of urban economic inequality;
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the second part is to explore the political dynamics in
urban development planning in the housing sector and
examine whether these dynamics impact economic inequality through the housing sector. Because of the regional economic disparities in China, urban development
levels vary greatly between regions. As mentioned before,
the concept of cities are more political then economic, so
the data from the general urban level in the whole of China does not always reflect the actual urban area. Therefore rather than using general urban data from China, the
author focuses on a representative city case that can best
reflect the development and growth model of Chinese cities.

4.2. Economic inequality in the development
of the urban housing sector in China
4.2.1. Shenzhen and its housing sector. For the

case study in China, the author has chosen Shenzhen to
focus her research. So why does the author choose Shenzhen? It is determined by the city’s socio-economic performance and its political status in China’s development, especially after the economic reformation in 1978. Shenzhen
is located on the eastern bank of the famous Pearl River
Delta in Guangdong province in southeast China (Appendix 3). It is most famous for its amazing “Shenzhen Speed”
in terms of its fast economic growth and vast urban development for more than 30 years from a little coastal village
to a modern city with international standards. It is the first
ever Special Economic Zone (SEZ) in China which was set
up directly by the Chinese State Council (CSC) on August
26th 1980 and it is also recognized by Chinese society as
one of the three financial centres of the country, with Beijing
and Shanghai. In 2004, Shenzhen was defined as “a city
without rural area” which also renders it more recognizable for urban statistical investigation. In 2010, the GDP of
Shenzhen was ranked at 4th after Shanghai, Beijing (Chinese Statistical Yearbook) and Guangzhou. In a report on
Chinese cities’ competitiveness published by the Chinese
Academy of Social Sciences (CASS, 2011), Shenzhen
was also positioned in the top tier alongside Hong Kong,
Shanghai and Beijing.
In summary, Shenzhen enjoyed an extraordinary position in China’s development with its outstanding
economic achievement throughout the years. However, its success in economic growth and metropolitan construction cannot be discussed without
consideration of state policy and government intervention.
The ultimate reason for choosing Shenzhen to conduct
the case study is not based on its economic performance
as there are many other Chinese cities, especially in the
east coastal provinces, that have similar development records and comparable growth speed. The fundamental
reason for selecting Shenzhen in this study is the ultimate
level of political interests involved in the city’s early de-
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velopment and strong influence from state intervention
and economic policies that to a large extent shaped the
city’s current situation in economic and urban development. It is widely known that Shenzhen was first given
attention by the state following Deng Xiaoping’s southern tour of the country in 1979 (China News, 2011) and
then burgeoned into a vast success for city development
under apparent state priorities and favourable guidance
in economic progress. Given that Shenzhen was one of
the initial centres of China’s economic reformation from a
planned economy and opening to global markets, the city
stood as an example and pioneer for the country’s exploration towards a more market-oriented model for economic development, while at the same time still featured
strong government intervention. Therefore, among all fast
developing cities in China, Shenzhen simply is the best
example for the study to look into the political dynamics
and their effects in the unique model of socialist market
economy for urban development planning.
As Shenzhen was dramatically fast in its economic growth
and urban advancement, its economic performance
tends to be more ‘mature’ in following the economic
development model the state posed and in its reaction
towards state intervention and government policies. This
can mean that the city displays a more advanced industrial structure, economic growth, socio-economic wellbeing, and effectiveness of political management; yet this
can also imply that potential controversies and discontents are fiercer and more destabilizing in the urban environment in Shenzhen. The urban housing sector in Shenzhen is no exception in a field where this paradox exists.
After the reform of housing provision that was carried
out by the CSC, pioneering Shenzhen witnessed the
rapid development of its real estate industry and effective marketization of housing provision. Since the market
mechanism started working in the urban housing sector,
real estate development soon became one of the driving
industries and commodity housing occupied a predominant position in housing provision for the city. Rapid industrialisation saw a corresponding increasing amount of
housing construction in the city and also progress made
in the quality of people’s living conditions. The prosperity
of Shenzhen’s housing market can be examined in three
aspects: investment, construction and gross production
in the industry. (1)
First, the total investment in real estate development in
Shenzhen reached approximately 43.7 billion RMB in
2009 following a steady growing trend from 1990. Investment in residential housing accounted for a stable
60%-70% of total real estate investment from 1990 to
2009 (Figure 4.1). Besides, the commodity housing investment saw a rapid and dramatic increase from only
around 10% in total investment in fixed assets in 1979
to its peak time of nearly 60% in 2000. Although after
2002 the investment in commodity housing started to
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cool down, it still occupied an average of nearly 40%
of total fixed asset investment (Appendix 4). (2) Second, influenced by the growing investment, there is a
corresponding expansion of residential housing construction. Starting in 1990, there was a vast increase
in the construction of residential housing from just below 2 million square metres of residential floor space to
just above 20 million square metres in 2009, and sales
of this newly constructed space increased year by year
as well until 2005 (Appendix 5). Based on a report published by the Urban Planning, Land and Resources Commission of Shenzhen Municipality (UPLRC), the average
living space in the city had reached 29.6 square meter
per person which was much higher than the national
average in 2007 (UPLRC, 2007). (3) Third, pushed by
the burgeoning of investment and construction in real
estate, the real estate industry became one of the sup-
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porting urban sectors for Shenzhen. Figure 4.2 shows
the total production of the real estate sector and the
changes of the share in the GDP of Shenzhen (Figure
4.2). Setting aside the drastic increase in output since
1979, the initial phase of dramatic increase started in
the early 1990s and experienced even higher growth
in the 21st century with the contribution of the industry
once reaching 9.6% of Shenzhen’s total GDP (Shenzhen Statistical Yearbook; Yuan, 2008; UPLRC, 2011).

4.2.2. Economic inequality in Shenzhen’s housing sector. Based on the discussion above, the success

of Shenzhen’s real estate development has been shown
in the steady increase of investment, the construction and
the trading of this high-value commodity, and an ascending position as a key industry for the city in terms of its
contribution to GDP. As mentioned before, after the mar-

Figure 4.1. Investment in real estate development and the share for residential housing.(100 million RMB; percentage)
Source: Shenzhen Statistical Yearbook

Figure 4.2. GDP and the share of real estate trade (10,000 RMB; percentage).
Source: Shenzhen Statistical Yearbook
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ket reforms, especially in housing provision; the housing
industry quickly developed as one sector of the market
economy where the operation and management of the
industry followed the basic market principle that the price
of the housing was decided in the market. Because of
the function of market mechanisms such as competition
and free trade, the quality of housing and people’s living
standards have been improved because of the marketoriented reforms and competition among suppliers. Nevertheless, the market is not flawless in managing every
aspect of the economy, especially in terms of equity.
The marketization of brought prosperity for the real estate industry, but also resulted in continuous increases
in house prices which has created enormous pressure
on people’s lives and reduced their ability to purchase
housing. Appendix 5 illustrates the sale of floor space in
residential housing fell more than 50% from 2005 to 2008
when the price of housing really started rocketing (Appendix 5). Studies and common understanding in China
have revealed that housing and education for off-spring
have become the two most difficult problems faced by
Chinese residents in their lives (Yuan, 2008). The strikingly high price of housing in Shenzhen is one of the highest in China and is even approaching the housing price
level of developed countries. Because Shenzhen is pioneering in market reforms, studying the housing sector
in Shenzhen is a pertinent case study for other cities.
One possible way to look into economic inequality in the
housing sector is to compare the income of people and
house prices (Figure 4.3 & 4.4).
Figure 4.3 & 4.4 show a general comparison between
people’s income and the price of housing in Shenzhen.
The house price fluctuations tend to be shorter-term and
recent. But as we can see, the average annual personal
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income of Shenzhen rose rapidly from only 1,915 RMB in
1985 to almost 30,000 RMB in 2009 with a 65% increase
from the end of 1990s. On the other hand, the price of
housing showed similar increases and fluctuated around
20,000 RMB per square metre from mid-2009. To make
the relationship more easily comparable, adopting the instrument of housing price-to-income ratio can be helpful.
The calculation of the ratio is:
housing price-to-income ratio =
housing price/ annual household income

More specifically, the price of housing can be calculated as:
size of the house (sq.m.) x average price (RMB/sq.m.)

In addition, the annual household income should be regarded as the disposable income of the family. Hence,
this ratio theoretically indicates the number of years it
takes for a family to purchase one property, which is a
standard index to investigate the affordability of residential
housing. According to Andrew Hamer, a housing priceto-income ratio of between 4 and 6 was a relatively ideal
ratio accepted by the World Bank as a range deemed as
comparatively ‘comfortable’ for families to afford (Hamer,
quoted in Yuan, 2008).
There exist arguments in the calculation of this ratio,
mainly in terms of the choice of the size of housing and
the reasonability of housing prices. The author considers this segmentation of the housing market against
people’s choice of housing reasonable because the real
estate industry is largely segmented now in termsof di
ferent size, standard, construction material used, style,
etc. Also these various segments of housing usually have

Figure 4.1. Investment in real estate development and the share for residential housing (RMB/sq.m., from 2005 to
each month of 2009-10). Source: Shenzhen Statistical Yearbook
Figure 4.2. GDP and the share of real estate trade (RMB). Source: Shenzhen Statistical Yearbook
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their own targeted market thereby it won't be rational to
assume everyone in the society is buying at an ‘average
price’ of the whole housing market. In the segmentation
of housing based on prices and size, S. Yuan focused
on the constitution of housing prices from a Marxist economics view and calculated reasonable prices of three
categories of housing: luxurious housing cost 16,681.7
RMB/sq.m.; median range housing cost 8,899 RMB/
sq.m.; and the lower range housing costs 4,813.7 RMB/
sq.m.. Also, he adopted the size division of 140 sq.m. for
luxurious housing, 120 sq.m. for median range housing,
and 90 sq.m. for lower range housing (Table 4.1).
However, these housing prices are much lower than the
actual average housing price displayed in Figure 4.3;
even the price for luxurious housing as he defined is lower than the actual average price. As a consequence, the
author decided to use actual average prices for the three
categories of housing divided by their size. According to
the housing market operation report in 2010 by UPLRC,
the prices and sizes of the housing categories are shown
in Table 4.2 (Table 4.2).
To make the calculation simpler, the author will just use
144 sq.m. for the luxurious housing, 90 sq.m. for the
lower range housing, and 120 sq.m. for the median
range housing because among the biggest 24 cities in
China, houses or apartments with more than 120 sq.m.
have accounted for more than 50% of all the market supply of residential property. Therefore, the average price
per house was calculated as shown in Table 4.2.
In terms of household income, assuming there are on average 4 people in every household (Shenzhen Statistical
Yearbook), and assuming there is at least 20% additional
grey income in every household (Yuan, 2008), then the
real average annual household income is a product of:
Annual disposable income per capita x 4 persons x
an expansion index of 1.2 for grey income

Therefore, the complete calculation of the housing priceto-income ratio is:
Average price of the house (yuan/sq.m.) x Size of the house (sq.m.)
Annual Disposable income per capita (yuan/person) x 4 x 14

Moreover, the author considers it highly important to
look at this ratio by different income groups. As mentioned in the Introduction, there is a highly unequal
structure of personal income distribution in China (Table
1). Therefore, the housing price-to-income ratio will vary
by different income group. Rich people may find it much
easier to afford more than one living property while those
with lower incomes may struggle to even purchase basic housing.
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1) Housing price-to-income ratio for average income
level: According to Figure 4.4, the average annual disposable income is 29,245 RMB per person. So the
annual income for an average household is: 29,245 4
1.2=140,376 RMB. Based on the average house prices
calculated in Table 4.2, the ratios for such average income household for the three types of houses were calculated as shown in Table 4.3
From Table 4.3 we can see that all of the three ratios are
much higher than the World Bank comfort zone of 4-6. It
takes up to 27 years for an ordinary family with average
level of income to buy a luxurious standard house, nearly
16 years to buy a mid-range house and even 12 years for
the lower range of housing based on the extreme assumption that all the household income is put into property purchasing. Therefore, for an average income household, all
three types of housing are beyond their affordability. They
can only choose an even lower range of houses or turn
to the second-hand housing market. To those households
whose income is below the average, then housing will certainly become a huge burden to improve their living quality
and sense of happiness.
2) Housing price-to-income ratio for top 20% income level: Since the housing prices for all three ranges of housing
proved to be stressful for the average income household
above, what about the situation for the top 20% of people
with highest income share? As shown in Table 1, the top
20% people share 47.8% of income, thereby we can assume that this top 20% are rich families while the remaining
80% are on an average income of 140,376 RMB per year.
Therefore, the annual income for the top 20% richest can
be calculated as: 140,376 (47.8%/20%)=335,498.64, and
the ratio of three types of housing for this level of household.
From Table 4.4, we can see that it is a lot easier for the richest 20% to afford the basic range of houses. The theoretical
time range it takes for such families to buy lower standard
houses is only half the time it takes for average income
households. Therefore the difference in financial pressure
to buy basic housing is vast for the top 20% richest against
the average person. On the other hand, it is still quite stressful for the top 20% of households to buy luxurious houses
and it is also a considerable decision for them to choose
the median range houses. This can be comprehended as in
society, less than 20% of the population can find it feasible
to buy a median range house within their financial comfort
zone, and an even smaller percentage can go for the most
luxurious. Yet compared with the average income households, all ratios are reduced for more than half of the top
20% richest, which indicates that the housing market is objectively much more favourable for the top 20% rather than
for the average income households.
3) Housing price-to-income ratio for top 10% income
level: Because of the income difference in the Chinese
population and the extreme structure of wealth aggregation

mentioned in the Introduction, the author feels it necessary
to also look into the top 10% of households with highest
income. As discussed in (2) and based on Table 1, the
household income of the top richest 10% can be calculated
as: 140,376 (31.4%/10%)=440,780.64 RMB per year. So
the ratios for the three housing categories for the top 10%
of households are shown in Table 4.5.

As a summary, the housing price-to-income ratios were calculated for three levels of household income against three
categories of houses shown above. From the summary
of the calculation for each category, it is not hard to conclude that for average income households, all three types of

housing are beyond their affordability based on their income
while the situation for the top 20% and top 10% of households with highest income levels were proved to be much
better with wider financial accessibility and affordability of
housing (Figure 4.5). This unequal condition in the housing
industry of Shenzhen is not only a reflection of the inequalities of people’s economic possessions, but also exacerbates economic inequality in the city. First, for the group
of people who find it feasible to purchase houses (even
when the housing price-income ratios are beyond their ideal range), the financial pressure is different between them.
For example, as calculated before, for the lower standard
of housing, it takes on average 3 and 5 years’ household
income respectively for the top 20% and top 10% of families to purchase, while such basic housing will cost up to
12 years’ worth of income for families with average income.
Therefore, average households spend a longer time to save
or pay for the housing rather than spending money on the
consumption of other goods that can also improve their
life quality. Because it is a much longer process for them
to afford housing it will be particularly difficult for the average income household to improve their financial status as
they’ll have no surplus income for alternative consumption.
On the contrary, richer households are able to finish the
process of purchasing a house in a shorter time and spend
more money on other commodities to improve their quality of life as well as more time to accumulate new savings.

Table 4.1. Housing division by S. Yuan. Source: S.
Yuan, 2008.

Table 4.3. Housing price-Income ratio on three types of
housing for average income households.

From the table we can see that for the top 10% of households with highest incomes, both median and lower range
of housing are within their comfortable affordability zone.
Although the luxurious houses provide a little more in pressure, it is more viable for the top 10% of households than
for the average household. Although there is insufficient
data for even higher ranges of households in terms of the
structure of income share, the author believes that there is
a smaller range of households with highest income within
the top 10% that can easily afford the luxurious housing.
This assumption is based on both the sales of houses in
Shenzhen (Appendix 5) and observation of such social phenomena in China.

Division

Luxurious

Median

Lower

Category of
housing

Luxurious

Median

Lower

Average price
(RMB/sq.m.)

16,681.7

8,899

4,813.7

House priceIncome ratio

27.08

15.58

11.99

Average size
(sq.m.)

140

120

90

Table 4.2. Housing division by UPLRC. Source: UPLRC,
2010.

Median

Lower

Table 4.4. Housing price-Income ratio on three types of
housing for top 20% income households.

Category of
housing

Luxurious

Median

Lower

House priceIncome ratio

11.33

6.52

5.02

Division

Luxurious

Average price
(RMB/sq.m.)

126,397.06

Average size
(sq.m.)

≥144

90-144

≤90

Category of
housing

Luxurious

Median

Lower

Average Price/
house (RMB)

380,1177

218,7667

168,2654

House priceIncome ratio

8.62

4.96

3.82

18,230.56 18,696.16

Table 4.5. Housing price-Income ratio on three types of
housing for top 10% income households.
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Consequently, the economic inequality between the rich
households and average income households is exacerbated due to the housing pressure. What’s worse from another
perspective, the years that it takes for the top 10% and top
20% households with higher income to buy both median
and luxurious standard of housing are even shorter than
for an average household to buy lower standard housing.
This means that the richer households are able to take a
shorter time to purchase better houses under less financial
pressure, while average income households sacrifice their
income accumulation and other opportunities to improve
living standards, the houses they purchased under higher
economic pressure are still not as good as the richest. This
will also widen the economic differentiation between the rich
and the poor. In addition, according to the actual housing
prices in Shenzhen and the reasonable housing prices calculated by S. Yuan (Table 4.1 & 4.2), the majority of housing
provision in Shenzhen’s market belongs to the price level for
luxurious housing. This will only create more stress on average income households and worsen the existing unequal
economic situation among urban households. Furthermore,
for the households that already found it financially ‘impossible’ to buy houses, the increasing housing prices and the
unreasonable structure of housing provision in Shenzhen
will only make it increasingly harder for them to find suitable
housing in the market. Poorer households that cannot afford housing in the city will have an even more prolonged
saving phase in the hope of buying a house, thus preserving their personal housing status quo while leaving them
limited family finance to improve other aspects of their lives.
To summarise, the unequal price of housing and structure
of housing provision is fostering increasing economic inequalities and posing a serious challenge for the city’s attempt at trying to alleviate social inequalities.

provision, past studies mainly focused on the market forces
that shaped the property price and the macro adjustment
and control of the housing market by government. However,
this author considers that the original political interests and
initial state policies are the fundamental and crucial force in
the creation of inequalities in the housing market leading to
wider economic inequalities in Shenzhen. This section will
focus on discussing the dimensions of political dynamics set
in the conceptual framework in both the planning and operation of the development of the housing sector.
As mentioned before, Shenzhen was treated as a pioneer
of the economic reform and opening to global markets that
started in the late 1970s. Given its special position and attention from central government both in the socialist marketization restructuring and the reform in housing provision
in the early 1990s, Shenzhen is a representative product
for the Chinese model of developmental state in terms of
the strategic planning of the city’s economy guided by the
government. The features of the developmental state model therefore, also got passed on to the shaping and planning of the city’s built form and landscape. In Shenzhen’s
housing market, the Urban Planning, Land and Resource
Commission of Shenzhen Municipality plays a unique and
exclusive role in terms of the planning, authorization and
management of the land and housing resources in Shenzhen. Apart from its function to conduct macro management and regulation in the housing sector, it also has supreme authority in the planning and implementation of the
residential land usage and housing construction strategies.
In Shenzhen’s housing market, in fact in all cities in China,
“government pointed the direction and the market adjusted
industry operations”, which directly reveals the paramount
power and position of the state in the housing sector (Yuan,
2008; UPLRC, 2011). However, under the governance of
the UPLRC, the current situation shows that although the
housing price is extremely high in Shenzhen and the low
housing affordability of normal households with average in-

4.2.3. Political dynamics in urban housing sector.
When looking at the inequality caused by housing prices and

Figure 4.5. Affordability of different standards of housing for households in each income level. Source: Author.
Top 10% households with highest income

Luxurious Housing
(≥144 sq.m.)

Extremely rich households

Top 20% households with highest income

Median range Housing
(90 - 144 sq.m.)

Households with average income

Households with lower income than average income

?

Lower range Housing
(≤90 sq.m.)
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come is out of proportion, there are still increasing numbers
of projects of high-end market housing with luxurious settings and ‘luxurious’ prices. Therefore, based on the analysis in the last sub-section, the fact that the unfavourable
condition in housing price and the developing trend of the
housing sector in Shenzhen are fostering wider economic
inequality, this is largely a result of a lack of proper strategies
in housing and land planning and the shortage of regulation
in the housing market. This can be deemed as a sign of malign governance from the state power in the development
planning for housing in Shenzhen.
Based on this macro-environment of government planning, regulation and the background of the marketization
of housing provision, there are other aspects of political dynamics that apply to the ‘failed state’ in Shenzhen’s housing
sector. One typical failure in governance is that under significant economic pressure in the housing market, there is
inadequate social housing in Shenzhen that is proportional
to market needs to support the housing required by households with low or average income (Appendix 5). In addition,
there are certain risks in the attempt to buy government
provided welfare housing. Some public financed housing
has been found to be low quality so people don’t tend to
buy them as they fear they will lose money on this investment. Also, the criteria imposed for people who can qualify
to purchase social housing are usually very strict (Baidu,
2011; China Economic Review, 2011). Moreover, the social welfare subsidy to fund low-income house purchases
is only available to locally registered residents of Shenzhen
who must contribute 13% of their monthly salary (CWCC,
2005). However, at the end of 2009, the registered residents of Shenzhen were about 2.41 million while the unregistered residents were nearly 6.5 million (Shenzhen Statistical Yearbook, 2010). So the coverage of this funding is not
effective enough to subsidize the need for housing.
Setting aside ineffective state subsidies on housing for
urban residents, the relationship between central and local governments is also crucial in dissecting the political
dynamics in the urban housing sector. Since the tax reformation in 1994, the central and local governments have
shared a dual tax system where the local government enjoys higher accountability and power to make decisions
on the tax structure. However this does not mean that the
local government has complete power to control all the fiscal income from taxes. The central government still retains
control over key tax categories as mentioned before giving
it better control of national fiscal income while local governments were given incentives to develop their local economy
(Zhang, 2006). Under this tax system, fiscal income from
non-taxes income has outweighed the income from taxes
for most local governments. Because of the booming real
estate industry, land sales became a key income source
for local governments given that they ultimately hold the
trading authority over land (Liu, 2010; Jingjicankao, 2010).
Since local governments benefitted directly from land sales,
increasing amounts of land in urban areas were sold to
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private developers as the market was highly profitable for
these developers. The local government often use the income from land sales to support and sponsor other aspects of economic development because the direct fiscal
sponsorship they are granted from the central government
is very limited (Zhang, 2006). As a consequence, the mechanism for the provision of housing cannot be fundamentally
altered given such favourable fiscal benefit for local government. Although central government may tend to tackle the
housing tensions in big cities by implementing macro-level
adjustments in the housing industry or healthier planning
vision through local government, it is difficult for the local
housing industrial structure to alter significantly because of
local government’s fiscal needs.
Furthermore, the political representation of people and the
informal political atmosphere in civil society are also important in the consideration of economic inequality in Shenzhen’s urban housing sector. Because the political representation of people through voting is very limited in China,
the systematic problems in the housing sector in terms of
shortage of social housing provision and local government’s
pursuit of income through irrational land sales to developers
cannot be effectively addressed in the central-local political
model. What’s worse, the existing informal guanxi connections between private developers and government officials
may result in deals on land and housing development which
go beyond or even against the official development planning objectives. Such corruption in the political system and
collusion between private developers and government officials will only exacerbate the economic inequalities among
various households in the urban housing sector. Moreover,
luxurious and median range houses are mostly sold to rich
groups, who as discussed before are not only rich in economic resources but also abundant in political connections.
As a result of the urban housing market, this class of people
get to live in a much better housing environment with little
financial stress, which further widens the economic inequality of social groups.
To summarize, based on the case-study of the urban housing sector in Shenzhen, evidence on people’s household
income and house prices tend to indicate that the development of the urban housing industry in Shenzhen fostered
worse economic inequality in the city. Because the political
forces discussed are considered to be fundamental in the
shaping of anomalies in Shenzhen’s housing sector, the political dynamics actually exacerbated economic inequality
through the urban housing sector.

4.2.4. General trend in China. By using the housing

sector as a focus in urban development planning, we have
to consider its features of ‘development’, which is to say,
it is necessary for the research to also consider the longer
term dynamics in how political forces affect urban economic
inequalities through the development planning for housing in
China. Although there isn’t sufficient and continuous data to
examine the effects of house prices on economic inequality
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in all the major cities in China, there is a notable consensus
in contemporary Chinese civil society that the development
in the urban housing sector has fostered widening economic inequalities among different households even though it
did provide advanced living condition for a privileged social
group. Shenzhen is just one representative example of the
state’s strong political intervention in initiating and planning
the city’s development as a pioneer and experiment in the
socialist reformation in economic and housing structure.
Yet other Chinese cities, ranging from top developed cities
in the east coastal region such as Shanghai, Beijing, and
Guangzhou, to inland provincial capital cities, all witnessed
such housing pressure on people and its detrimental effects
on economic and social inequalities (Logan, Y. Bian and F.
Bian, 1999). Given that the political forces and governance
in all Chinese cities are basically similar and have the same
systematic and institutional fallacies as discussed in section 4.2.3 in the development planning of the urban housing
sector, there is a prevalent trend that the political dynamics
in the housing sector actually foster worse economic inequalities among social groups in urban China.
From this general image of urban economic inequalities, we
can see a clear blueprint for different generations of Chinese cities where similar state failure existed in the housing sector which exacerbated economic inequalities and
thus failed to avoid the risks for potential social conflict. In
the general trend of how Chinese cities pursued economic
growth, we can see the failed state urban housing policies
and malign government intervention in first-developed cities were followed and succeeded by secondary cities in a
blindfold way. Therefore, the systematic flaws in the political dynamics that resulted in the inheritance of malign state
intervention will only lead to a continuous worsening in economic inequality in the urban context in China.

4.3. A Comparative perspective for political
concerns on failed State
Beyond the analysis given in the last section, the author also
has extended an interest in a brief exploration of the determining forces in political dynamics that influence the effects
of urban development planning on economic inequality. Reflecting this interest back to the conceptual framework, the
purpose is to define the key element for China in the theoretical structure that shape the outcome of the relationships
between political dynamics, urban development planning
and economic inequality. Based on the conclusion made
in the former section, the political dynamics in urban development planning (with evidence from Shenzhen’s housing sector) actually fostered wider economic inequality in
China. So what are the political factors that lead to this final
socio-economic outcome? Is the role of government as a
developmental state bound to trigger economic inequality?
To answer this question, the author decided to use a com-
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parative study of Singapore to help understand the issue.
Similar to China in terms of the role of the state in development, Singapore is a typical East Asian country with a
developmental state model. Additionally, the development
models of both countries are a mixture of strong government intervention and free-market approach in their socio-economic operation and governance (Newman, Lam,
2000). However, it terms of the housing market structure,
Singapore has proved to be much more successful than
China in providing public housing to alleviate tension in the
housing affordability social paradox. While a shortage of social housing provision in the booming real estate industry
in urban China has been proved to be one of the biggest
fallacies in housing governance that caused wider economic inequality in urban areas, Singapore’s government
has adopted a series of sensible policies in social housing provision such as compulsory land acquisition and resettlement for public housing, liberalization of the Central
Provident Fund and government subsidies and loans at the
early stage of the foundation of the city state (Provision of
Public Housing in Singapore, 2011). So why do such big
difference exist in housing planning and governance in the
two countries? The author attributes the differentiated governance to indigenous reasons and disparate government
objectives.
First, one of the key indigenous features of Singapore is
the clear ethnic categorization in its society starting at the
foundation of the country. The three main ethnic groups
in Singapore are Chinese (74.2%), Malay (13.4%) and Indian descent (9.2%). All of the three groups are of majority
proportion and importance for the stability of the country.
Furthermore, the long-term cultural interaction between
the three major ethnic groups has largely shaped the social values, customs and ideologies in modern Singapore.
However, inevitably, there will be religious, cultural or social conflicts between these groups, which, if not dealt with
properly, will pose serious turmoil to the governance and
unity of the state. This is certainly a scenario out of the favour with the Singapore government. But as long as the
conflicts are kept in proportion and control, they will not
pose a threat to the state’s power and the legitimacy of the
government. Therefore, based on these considerations, the
indigenous ethnic groups became fundamental concerns
for the government to maintain social stability and political
steadiness. Guarding the country’s unity based on such
clear ethnic groupings became one of the primary political
concerns and objectives at the very beginning of the country’s foundation. As a consequence, the Singapore government took a much more positive and proactive position to
implement policies that were mainly targeted at ensuring
social and economic equity among social groups. Providing
social housing is a typical example of such equity-ensuring
state policies. Thus, based on indigenous features outside
of government control which can also trigger social turmoil,
the state of Singapore played a much more benign role in
ensuring economic equity and helping to maintain harmonious social systems.
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China however, lacks such an indigenous feature to motivate the government to make more effort to ensure social equity. Since Han-Chinese are the overwhelmingly
predominant ethnic group and other numerous minority
groups are rather scattered around the territory of xChina,
there wasn’t any major ethnic group or other indigenous
factors that would threaten the sovereignty of the CCP. Although there are border issues with the autonomous provinces of minority people such as Tibet, Xinjiang and InnerMongolia, they are mainly political issues concerning the
unity of the Chinese territory rather than threats on the unity
of the mainstream Han-Chinese society. In the absence of
clear ethnic or social interest groups, there has not been
an indigenous incentive for the Chinese government to
pursue better social equity. Therefore, the external environment was favourable to allow the CCP to set its main political objective as the maintenance of political power and
sovereignty in China as a dictator. Referring this back to
the conceptual model where we talked about the role of
the state as one facet in political dynamics, it is a typical
situation where the state holds the balance of power while
it does not stand for the pursuit of overall social equity.
Thus under the circumstance where there is no indigenous
need for the state to pursue equity and there is no threat to
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its governance, the developmental state model would give
the government too much space to pursue policies which
are largely based on the ‘selfish’ and ‘self-maintained’
political objectives of the government. However, the current inequalities in China grew in direct proportion to its
rapid development, which was a direct result of the market
and social transformation following the Reform and Opening pursued by the CCP. The growing social tensions and
conflicts triggered by increasingly visible inequality gaps
in the state-directed development of Chinas have left the
Chinese government in a defensive position to tackle the
issues of economic inequality. From the evidence of social
housing provision in China, we can see that the government has put itself in an awkward position caused by its
own malign housing planning policies.
In summary, by comparing the social housing provision of
Singapore and China, we can see examples of both benign and malign governance. The outcome of political dynamics in development planning of the country’s economy
and its attempts at coping with economic inequality are
fundamentally determined by the political objectives pursued by the government, which are largely influenced and
shaped by indigenous factors of each country.

NOTES TO CHAPTER 4

1. Special Economic Zone (SEZ): Meaning appointed districts where
governments carry out special economic policies-such as reducing
certain taxes and providing favourable infrastructure to attract foreign
investment and boost export under special economic management
institution and mechanism. Their economic features usually contain
that the construction investments of the districts are mostly global
from overseas Chinese capital, Macao and Hong Kong and the
products of such districts are usually targeting at external markets.
The other SEZs in China also include: Zhuhai and Shantou (Guangdong), Xiamen (Fujian), Hainan Island, Kashgar (Xinjiang).depth.
2. In China, the conceptualization of city is mostly based on its
political municipality border defined by the government to meet the
needs for socialist planned economy rather than the idea of metropolitan economic area. Therefore “cities” always contain rural area
where agricultural activities are dominant in socio-economic life.
3. In China, especially nowadays, possession of housing (either
houses or apartments) is deemed as a ‘must’ for people to base
their lives on-especially for young/newly married couples. This ideology is possibly stronger than in the west countries either because
of the Chinese traditional idea that ownership of land and property
provides ultimate social position/security, or a new trend of ensuring

economic security through housing ownership as it is relatively stable
in financial value and it is a luxurious product whose utility can be
maintained and prolonged. Therefore, people feel a stronger sense
of urgency and necessity to own a property or more to guarantee
long-tern economic well-being and as a instrument to prevent and
deal with future financial uncertainties.
4. The disposable income in this article includes the income containing wages, welfare from work unit, bonus, commission on sale,
and deducted taxes. However, there is other income that is from
networking on guanxi, secondary occupation and other forms of income that are not recorded because of institutional defects in the
tax system.
5. The Household Registration Policy in China: only register residents
of one city who hold the household residential card are eligible for
the access to a wide range of state welfare such as health care,
housing fund, worker’s compensation, etc. However there are large
numbers of migrant workers in Shenzhen who aren’t qualified for applying the registered household in Shenzhen because most of them
came from rural areas in China where there is a separate system for
household registration and it is hard to transfer from rural residents
to urban residents.

5. Conclusion

This article attempts to unravel the relations between
economic inequality and political dynamics from the perspective of urban development planning. A conceptual
framework was first established to structure theoretical
and conceptual ties between economic inequality, political
dynamics and urban development planning. The framework combines political-economy explanations and urban
development studies where the objective party of urban
development planning acts as both an external angle to
examine the relationship between economic inequality and
political dynamics and a social realm that is affected by
their relations. The outline of the framework started with a
look at economic inequality and then explained its tie with
political dynamics. When defining the latter, the author divided political dynamics into the ones that are directly involved with the power of the state such as the role of the
state in development, political models and representation
of civilians etc. and the ones that are involved with relatively informal political environment of civil society such as
building on guanxi, collusion between businessmen and
government officials, official corruption, wealth concentration as a result of them etc. The author then connected
the dimensions in economic inequality and the political
dynamics defined in the context of China. The discussion
above was analysed in a political-economy framework as a
foundation to explain and analyse the case-study of Shenzhen. Then the author brought in the perspective of urban
development planning as a third variable to examine the
relations of the pair. By establishing a connection with political dynamics in China’ context, the perspective of urban
development planning was shown to be relevant to reflect
the relationship between economic inequality and political
dynamics. So the main research question generated in the
conceptual framework was to see how urban development
planning affects economic inequality; and because the former stands proxy for the political dynamics, it can indirectly
reveal how political dynamics affect economic inequality.
Based on the conceptual framework and research question,
this article focused on the urban housing sector as a more
specific domain in urban development planning in order to
conduct concrete analysis and test the effects of urban development planning on economic inequality. The author adopted a specific Chinese city case of Shenzhen. The results
of the statistical analysis indicate that the development of the
urban housing sector fosters economic inequality among
urban households in Shenzhen. Based on the discussion
of how political dynamics influence and shape the development planning of the urban housing sector in Chinese cities,

the author concluded that the political dynamics exacerbate
the condition of economic inequality through urban development planning and this situation has become a general trend
in major Chinese cities. From a longer-term perspective, the
failed state intervention in urban development planning to
avoid economic inequalities had been followed and copied
by various generations of cities in China so that they finally all
ended up encountering the same problems. Finally, in order
to detect key political factors that result in different forms of
state intervention, the author took a comparative approach
to contrast the benign and malign governance in the social
housing provision in Singapore and China with emphasis on
the indigenous characteristics and government objectives in
both countries. Because Singapore had indigenous features
of clear ethnic groups with potential to trigger serious social disruption, the governance of the state was motivated
to prevent and tackle economic inequality more proactively.
However, the Chinese government did not have similar indigenous drivers promoting benign policies so economic
inequality grew along with the country’s economic reformation. The Chinese government now finds it more difficult to
deal with economic inequality in a passive position because
of its own malign governance that resulted in the current
situation. Therefore, in the realm of urban development
planning, the political dynamics in Chinese cities do foster
widening economic inequalities among households. From
the comparison with Singapore’s governance in housing development, government objectives are crucial in the results
of how political dynamics can shape socio-economic outcomes, in which, indigenous factors often play critical roles.
The author also considered it meaningful to follow a political-economy framework to discuss theoretical relations
between economic inequality and political dynamics, and
then reflects such explanations in the urban development
environment. In terms of future research opportunities,
studies could focus on the exploration of political dynamics in terms of how different political forces interact with
each other under different macro-political systems and the
economic environments. If such interactions in political dynamics could be quantified, it would make the issues more
readily testable. The author regarded an emphasis on the
political analysis in socio-economic issues such as economic inequality in the urban context more practical and
meaningful than pure and separate economic analysis.
This applies especially in terms of introspection on how a
country like China can pursue political progress in urban
governance while maintaining its economic vitality, stability
and equity in growth and development.

Appendices

Appendix 1. GDP of 36 major cities in China in 2008 (RMB)*.
Source: China City Statistical Year Book.

GDP of Major Cities 2008

Appendix 2. Share of real estate industry in the composition of value added in tertiary industry (Percentage).
Source: China Statistical Year Book.
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Appendix 3. The geographical location of Shenzhen in China and East Asia. Source: Google Map.
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Appendix 4. Share of commodity housing investment in total investment in fixed asset.
Source: Shenzhen Statistical Yearbook.

Appendix 5. Commodity residential housing under construction and sold; Provision of social housing (10000 sq.m.).
Source: Shenzhen Statistical Yearbook; Yearbook of Shenzhen Real Estate.
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