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A Geographical View of China’s Economic Development
—Observations Focusing on 337 Prefecture-Level Cities—

Summary

1. This article examines China’s economic development using indicators from 
four direct-controlled municipalities and 333 prefecture-level cities, which are cities 
ranked immediately below provinces and autonomous regions. (These will be re-
ferred to collectively as “prefecture-level cities.”) Since China’s provinces and auton-
omous regions (referred to collectively as “provinces”) are comparable to countries 
in terms of area and population, it seemed more useful to base the observations on 
smaller regional units. Maps have been used to present geographical features, such 
as the economic region across multiple provinces, and the scope of markets.

2.  Many prefecture-level cities in inland areas that were previously economically 
backward have started to achieve rapid growth since 2000. This confirms that there 
has been a generalized rise in the level of economic development across the whole 
of China. In 2000, 917 million Chinese lived in 262 prefecture-level cities with per 
capita GDP below 10,000 yuan. By 2007, these numbers had fallen to 313 million 
in 83 cities. The population of prefecture-level cities with per capita GDP of 40,000 
yuan or higher has meanwhile increased from 270,000 in one city to 185 million in 
40 cities. Most of these high-income cities are located in Bohai Economic Rim, the 
Shanghai Economic Sphere and the Pearl River Delta Economic Zone, all of which 
have a tendency to expand within or beyond provincial borders.

3.  It is generally believed that demand for durable consumer goods in developing 
countries begins to increase rapidly after per capita GDP exceeds $3,000. By 2007, 
107 Chinese cities with a total population of 467 million had reached this level. If the 
present rate of growth continues, it is estimated that over 1 billion Chinese, or 85% 
of the total population, will be at this level by 2015. With the durable goods category, 
ownership of electronic and electrical products is spreading in urban areas, while in 
the rural more and more people are acquiring household electrical appliances. Of 
particular significance is the spread of mobile phone ownership throughout China. In 
addition, vast regional markets are forming in coastal regions, including rural areas.

4. However, we also need to be aware that there is still major economic disparity 
between regions. The highest per capita GDP exceeds the lowest by a factor of eight 
at the provincial level, and by a factor of 20 at the prefecture-level city level. Another 
important perspective that needs to be considered when examining the scope of eco-
nomic development and market expansion is the existence of significant income dis-
parity within provinces and prefecture-level cities. To ascertain whether low-income 
regions will be able to achieve sustained economic growth, we also need to focus on 
regional variations in factors that support growth, such as human capital, fixed capi-
tal investment and openness.
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Senior Economist 
Center for Pacific Business Studies 
Economics Department
Japan Research Institute
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Introduction

Between 1978 and 2008, China’s real GDP 
growth rate averaged 9.8%. No other country in 
the world has maintained such a high growth rate 
over a period of 30 years.

When the reform and open-door policy was first 
adopted, foreign investment and export expansion 
drove rapid development in coastal regions. Inland 
regions were left behind, and economic dispar-
ity evolved into political and social problems. In 
the mid-1990s, however, the government initiated 
development programs in inland regions with the 
aim of achieving regional balance, and since 2000 
these inland regions have also started to achieve 
double-digit growth. The achievement of high 
growth in inland regions has further heightened 
interest in the Chinese economy.

In recent years, China has started to attract in-
terest not only through its production role as the 
world’s factory, but also because of its importance 
as a vast consumer market, especially in recent 
years. Many reports have referred to the grow-
ing importance that Japanese companies are now 
placing on purchasing power in China, including 
not only high-income coastal regions, but also 
low-income inland cities. One of the reasons for 
this trend is the lack of growth potential in Japan’s 
domestic markets because of a falling birthrate, 
demographic aging and population decline.

Although China has started to achieve econom-
ic growth at the national level, there is still wide 
economic disparity between regions. When study-
ing economic development and consumer markets 
in China, we need to be aware of regional differ-
ences in growth potential,  and of the level and 
scale of consumer markets. For example, the cor-
rection of regional disparity was one of the objec-
tives behind China’s decision to channel enormous 
amounts of fixed capital investment into inland 
regions. However, we still need to find answers to 
a number of questions, including which parts of 
China’s vast inland regions are achieving growth, 
whether that growth is sustainable or simply the 
result of economic stimulatory measures, and how 
the level and scale of markets varies from region 
to region.

These perspectives are reflected in this article, 
which examines China’s economic develop-
ment using indicators from four direct-controlled 
municipalities (Beijing, Tianjin, Shanghai and 
Chongqing)　and 333 prefecture-level cities, 
which are cities ranked immediately below prov-
inces and autonomous regions. The aim is to pro-
vide an overview of trends in the geographical 
distribution of these indicators by plotting them 
on maps.

In Part I, we will describe the perspectives and 
methods on which the analysis is based. In Part II 
we will use economic growth rates and per capita 
GDP as indicators for an analysis of the geograph-
ical characteristics of economic development. In 
Part III we will examine the geographical distribu-
tion of consumer markets, using total retail sales 
of consumer goods and ownership rates for con-
sumer durable goods as indicators. In Part IV we 
will look at regional economic disparity between 
various levels, including between and within prov-
inces, and within prefecture-level cities, in order 
to identify obstacles to sustainable growth in low-
income regions, and the factors needed to support 
growth (human capital, investment capital and 
openness).

I. Analysis Perspectives and 
Methodology

At around 9.6 million square kilometers, China 
is approximately 25 times larger than Japan, while 
its population is about 10 times larger at 1.3 bil-
lion. We cannot properly understand this vast 
country solely from indicators averaged at the na-
tional level. For example, China’s per capita GDP 
in 2008 was $3,258, but this indicator provides no 
hint of the scale and level of production and mar-
kets in coastal regions, where per capita GDP is 
over $10,000. It also provides an erroneous view 
of the situation in inland regions where per capita 
GDP is still below $1,000.

For these reasons, numerous studies have been 
carried out using indicators from provinces, au-
tonomous regions and direct-controlled munici-
palities. Moreover, the scope of these studies has 
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broadened in recent years to include not only re-
gional economic disparity, but also regional de-
velopment schemes, such as the Great Western 
Development Strategy, the Northeast Area Revi-
talization Plan and the Rise of Central China Plan, 
and economic areas, including Bohai Economic 
Rim, the Yangtze Delta Economic Area and the 
Pearl River Delta Economic Zone(1). 

The purpose of this article is to examine the 
state of regional economic development from the 
perspective of smaller administrative units. The 
analysis will be based on 333 prefecture-level 
units (283 prefecture-level cities, 17 districts, 
30 autonomous prefectures, and three leagues),  
which are second-tier regional administrative 
units ranked immediately below provinces and 

autonomous regions, and four direct-controlled 
municipalities, which do not have prefecture-level 
units (Beijing, Tianjin, Shanghai and Chongqing). 
These 337 units will be collectively referred to in 
this article as “prefecture-level cities.” (Table 1).

Prefecture-level cities were chosen because 
China’s provinces and autonomous regions (here-
inafter referred to as “provinces”) still appeared 
to be too large for this analysis. This is obvious 
when China’s provinces are compared with East 
Asia countries and regions in terms of population 
and area.

Table 2 lists East Asian countries and regions 
and Chinese provinces in order of population. 
Indonesia is in the first place with a population 
of 228.3 million, followed by Japan with 127.1 

Table 1  Administrative Units in China (2008)

Prefecture-Level Units County-Level Units

Prefecture-
level cities

County-
level cities

Districts Counties
Autonomous 

counties

National 333 283 2,859 368 856 1,463 117

 Beijing - - 18 - 16 2 -
 Tianjin - - 18 - 15 3 -
 Hebei 11 11 172 22 36 108 6
 Shanxi 11 11 119 11 23 85 -
 Inner Mongolia 12 9 101 11 21 17 -
 Liaoning 14 14 100 17 56 19 8
 Jilin 9 8 60 20 20 17 3
 Heilongjiang 13 12 128 18 64 45 1
 Shanghai - - 19 - 18 1 -
 Jiangsu 13 13 106 27 54 25 -
 Zhejiang 11 11 90 22 32 35 1
 Anhui 17 17 105 5 44 56 -
 Fujian 9 9 85 14 26 45 -
 Jiangxi 11 11 99 10 19 70 -
 Shandong 17 17 140 31 49 60 -
 Henan 17 17 159 21 50 88 -
 Hubei 13 12 102 24 38 37 2
 Hunan 14 13 122 16 34 65 7
 Guangdong 21 21 121 23 54 41 3
 Guangxi 14 14 109 7 34 56 12
 Hainan 2 2 20 6 4 4 6
 Chongqing - - 40 - 19 17 4
 Sichuan 21 18 181 14 43 120 4
 Guizhou 9 4 88 9 10 56 11
 Yunnan 16 8 129 9 12 79 29
 Tibet 7 1 73 1 1 71 -
 Shaanxi 10 10 107 3 24 80 -
 Gansu 14 12 86 4 17 58 7
 Qinghai 8 1 43 2 4 30 7
 Ningxia 5 5 21 2 8 11 -
 Xinjiang 14 2 98 19 11 62 6

Source: China Statistical Yearbook 2009
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million people. Guangdong Province (95.4 mil-
lion) is ranked third, Henan Province (94.3 mil-
lion) fourth, and Shandong Province (94.2 mil-
lion) fifth. Also included in the top 10 are Sichuan 
(eighth), Jiangsu Province (ninth) and Hebei Prov-

ince (10th). In fact, Chinese provinces occupy six 
of the top 10 positions(2).

Given the country-size populations of China’s 
provinces, it is important to identify growth re-
gions and ascertain the level of regional dispar-
ity within provinces. For example, the per capita 
GDP of Thailand, which is ranked 11th, is about 
$4,000. However, there is wide regional dispar-
ity between top-ranked Rayong (located to the 
east of Bangkok), which has a per capita GDP of 
$31,000, and lowest-ranked Si Sa Ket on $900(3). 
Thailand’s per capita GDP does not adequately 
reflect the scale of production and consumption 
in the area around the Thai capital, Bangkok. This 
suggests that it would be useful to examine Chi-
na’s provinces from the perspective of smaller re-
gional units.

However, it is not easy to collect and analyze 
comparable indicators for prefecture-level cities. 
Indicators from the China Statistical Yearbook for 
Regional Economy 2008, which is compiled by 
Department Statistics National Bureau of Statis-
tics, were used as the basic data for this article. 
Additional data were obtained as required from 
the statistical yearbooks for individual provinces. 
We also sought to ascertain the geographical ex-
tent of economic development and the distribution 
of consumer markets by plotting data for prefec-
ture-level cities on maps.

Major cities in East Asia have achieved remark-
able economic development in recent years, and 
there has been an increasing tendency for the 
scope of that growth to extend past the boundaries 
of administrative areas. In Japan, the development 
of the Tokyo Metropolitan area led to the inclu-
sion of Kanagawa Prefecture, Saitama Prefecture 
and Chiba Prefecture, which have close economic 
and social links with Tokyo, within “Greater To-
kyo.” In the same way, we need to treat adjoining 
growth regions in East Asia as single areas. Rich-
ard Florida refers to economic zones that center 
on major cities but also include nearby small and 
medium-sized cities and rural communities as 
“mega-regions.” Florida emphasizes the role of 
these mega-regions as driving forces for the world 
economy(4).

However, economic areas in East Asia are at the 

Table 2   Populations and Areas of 
Chinese Provinces and East 
Asian Countries/Regions

Country/Region
Population Area

(millions) (1,000s of km2)

1 Indonesia 228.3 1,905
2 Japan 127.1 378
3 Guangdong 95.4 178
4 Henan 94.3 167
5 Shandong 94.2 157
6 Philippines 90.4 300
7 Vietnam 86.2 329
8 Sichuan 81.4 488
9 Jiangsu 76.8 103

10 Hebei 69.9 188
11 Thailand 67.4 513
12 Henan 63.8 212
13 Anhui 61.4 140
14 Hubei 57.1 186
15 Zhejiang 51.2 102
16 Myanmar 49.2 677
17 South Korea 48.6 99
18 Guangxi 48.2 236
19 Yunnan 45.4 394
20 Jiangxi 44.0 167
21 Liaoning 43.2 146
22 Heilongjiang 38.3 455
23 Guizhou 37.9 176
24 Shaanxi 37.6 206
25 Fujian 36.0 121
26 Shanxi 34.1 156
27 Chongqing 28.4 82
28 Jilin 27.3 187
29 Malaysia 27.0 330
30 Gansu 26.3 454
31 Inner Mongolia 24.1 1,183
32 Taiwan 23.0 36
33 Xinjiang 21.3 1,650
34 Shanghai 18.9 6
35 Beijing 17.0 17
36 Cambodia 14.7 181
37 Tianjin 11.8 11
38 Hainan 8.5 34
39 Hong Kong 7.0 1
40 Laos 6.2 237
41 Ningxia 6.2 52
42 Qinghai 5.5 721
43 Singapore 4.8 1
44 Tibet 2.9 1,228
45 Brunei 0.4 6

2,088 14,594

Source: World Bank, Directorate General of Budget, Ac-
counting and Statistics of Taiwan, China Statisti-
cal Yearbook
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height of their expansion, and it is very difficult 
to define their scope. In China, the Shanghai Eco-
nomic Sphere is expanding into the neighboring 
provinces of Jiangsu and Zhejiang, and also into 
prefecture-level cities in Anhui Province (Oizumi, 
Sano [2009]). A de facto economic zone is mean-
while forming in the area around the Bohai Sea, 
including Beijing, Tianjin, Liaoning Province, 
Hebei Province and Shantong Province, as well as 
prefecture-level cities in neighboring areas.

A similar trend can be observed in Southeast 
Asia. The Bangkok economic zone centers on 
metropolitan Bangkok but also expanded to in-
clude the provinces of Nonthaburi, Pathum Thani, 
Samut Prakan, Samut Sakhon and Nakhon Path-
om and is also spreading into Ayutthaya and Ray-
ong Provinces (Oizumi [2009]).

When these phenomena are taken into account, 
it becomes clear that the scope of regional eco-
nomic zones in China cannot be analyzed accu-

rately at the provincial level. In this article, the 
geographical characteristics of these zones will 
be indicated using maps, as shown in Fig. 1. This 
approach will support a visual understanding of 
various factors, including the scope of economic 
development, the regional distribution of consum-
er markets, and the extent of regional disparity. 
For example, by studying the population density 
data plotted on the map in Fig. 2, we can intui-
tively understand that population density is high 
in coastal areas and in inland regions, especially 
Henan Province.

II.  Geographical View of Econom-
ic Growth

1.  High Growth at the National Level

China has achieved remarkable economic 

Fig. 1  Geographical Units for Prefecture-Level Cities
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growth since the introduction of the reform and 
open-door policy. By maintaining double-digit 
growth for most of the past three decades, it has 
dramatically increased its gross nominal GDP, 
which has risen from $390.3 billion in 1990 to 
$1,198.5 billion in 2000 and $4,400 billion in 
2008. By 2009 China was in third place behind 
the United States and Japan, and it is expected to 
overtake Japan and move into second place in the 
world in 2010.

In the early stage of the reform and open-door 
era, priority was given to the development of open 
cities and special economic zones in coastal re-
gions. This approach was based on Deng Xiaop-
ing’s concept of allowing some regions to achieve 
prosperity ahead of the rest of China so that they 
could act as drivers for economic development. 

While this policy resulted in rapid growth in 
coastal regions, inland regions lagged further and 
further behind, and expanding economic dispar-
ity in inland regions eventually became a political 
and social problem.

Since the mid-1990s, the focus of China’s de-
velopment strategy has shifted to the reduction of 
regional economic disparity through specific pro-
grams. The Great Western Development Strategy 
was launched in 1999, the Northeast Area Revital-
ization Plan in 2002 and the Rise of Central China 
Plan in 2004(5).

These development programs have gradually 
lifted growth rates in inland regions. The average 
growth rate of Inner Mongolia’s per capita GDP 
between 2000 and 2008 was the highest among 
China’s provinces at 23.9%, while Heilongjiang’s 

No applicable data

0-200 200-400 400-600

600 and higher

◎Provincial capital （Persons per km2）

Fig. 2  Resident Population Density (2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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average was the lowest at 12.4%. Despite this 
wide gap, all provinces achieved double-figure 
growth, and this was reflected in China’s high 
growth at the national level (Table 3). Guizhou 
Province, which has the lowest per capita GDP in 
China, recorded 16.3% growth. This rapid eco-
nomic growth in inland regions has helped to raise 
China’s economic profile.

Data from prefecture-level cities provide further 
evidence of this growth at the national level. Indi-
cators for prefecture-level cities have been plotted 
on the graph in Fig. 3, in which average increases 
in per capita GDP between 2000 and 2007 are 

shown on the vertical axis, and per capita GDP in 
2007 on the horizontal. While it was not possible 
to obtain 2000 data for the seven prefecture-level 
cities in Tibet, the graph shows that most prefec-
ture-level cities had double-figure average growth 
rates.

Many prefecture-level cities in inland regions 
recorded high growth rates. Of the 35 prefecture-
level cities that achieved growth in excess of 20%, 
32 were in inland regions. The only exceptions 
were Dongguan (Guangdong Province), Zhong-
shan (Guangdong Province) and Zhoushan (Zheji-
ang Province). Per capita GDP in Baotou City, In-

Table 3   Per Capita GDP in China’s Provinces, Direct-Controlled 
Municipalities and Autonomous Regions

Province/Direct-Con-
trolled Municipality/

Autonomous Regions

Per Capita GDP 
in 2000 (yuan)

Per Capita GDP 
in 2008 (yuan)

Per Capita GDP 
in 2008 (dollars)

Per Capita GDP 
Growth Rate 

2000-2008 (%)

East
　Beijing 17,936 61,876 8,905 19.8
　Tianjin 16,377 54,034 7,776 18.5
　Hebei 7,546 23,163 3,333 15.6
　Shanghai 27,187 72,554 10,441 14.8
　Jiangsu 11,539 39,485 5,682 17.1
　Zhejiang 12,906 41,967 6,040 17.2
　Fujian 11,294 30,031 4,322 13.5
　Shandong 9,409 32,996 4,749 17.5
　Guangdong 11,181 37,402 5,383 17.7
　Hainan 6,588 17,087 2,459 13.8
Central
　Shanxi 4,986 20,342 2,928 19.7
　Henan 5,551 19,523 2,810 17.3
　Anhui 5,076 14,465 2,082 14.3
　Jiangxi 4,838 14,728 2,120 15.8
　Hubei 7,094 19,840 2,855 13.0
　Hunan 5,733 17,487 2,517 14.8
Northeast
　Liaoning 11,017 31,197 4,490 14.2
　Jilin 6,676 23,497 3,382 17.1
　Heilongjiang 8,818 21,725 3,127 12.4
West
　Inner Mongolia 5,897 32,153 4,627 23.9
　Guangxi 4,567 14,891 2,143 16.9
　Chongqing 5,143 17,952 2,584 15.7
　Sichuan 4,815 15,368 2,212 15.3
　Guizhou 2,819 8,788 1,265 16.3
　Yunnan 4,559 12,547 1,806 14.3
　Tibet 4,483 13,795 1,985 16.4
　Shaanxi 4,607 18,212 2,621 19.4
　Gansu 3,838 12,086 1,739 15.8
　Qinghai 5,089 17,356 2,498 17.6
　Ningxia 4,725 17,775 2,558 19.4
　Xinjiang 7,088 19,725 2,839 15.1
National average 7,701 22,698 3,267 15.2

Source: Compiled using China Statistical Yearbook
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ner Mongolia, surged from 1,186 yuan in 2000 to 
51,645 yuan in 2007. Conversely, only 18 of the 
31 prefecture-level cities with growth rates below 
10% were in inland regions.

Fig. 4 shows regional patterns in average 
growth rates of per capita GDP. Prefecture-level 
cities with growth rates in excess of 15% are not 
confined to coastal regions, and many are located 
in inland regions. In particular, there are clusters 
of high growth rates in western Inner Mongolia 
and northern Shaanxi Province. Growth in China’s 
demand for resources and energy in recent years 
appears to have played a major role in the high 
economic growth rates achieved in these regions, 
which are richly endowed with iron ore and rare 
metals and other resources.

2.  Rising Economic Levels in Low-In-
come Regions, Emergence of High-
Income Economic Areas

Fig. 5 compares the number and population of 
prefecture-level cities at each prefecture per capita 
GDP level in 2000 and 2007. The level of per cap-
ita GDP is plotted on the horizontal axis, and the 

number of prefecture-level cities and their popula-
tion on the vertical axis.

In 2000, there were 142 prefecture-level cities 
with per capita GDP under 5,000 yuan, and the 
combined population of those cities was 456.9 
million. By 2007 the number had fallen dramati-
cally to just 10 cities with a combined population 
of 32.4 million. There was a similar decline in the 
number of prefecture-level cities with per capita 
GDP of 5,000 yuan and over but below 10,000 
yuan, from 129 (population: 460.4 million) to 76 
(280.7 million). These figures suggest that ris-
ing economic levels in low-income regions have 
contributed to poverty reduction. According to the 
National Bureau of Statistics, China’s impover-
ished population has declined from 32.1 million in 
2000 to 14.8 million in 2007.

Per capita GDP has risen even higher in prefec-
ture-level cities where the level was already rela-
tively high in 2000. In 2000, there were 13 pre-
fecture-level cities with a combined population of 
65.7 million in which per capita GDP was 20,000 
yuan or higher. By 2007, this had increased to 113 
cities with a population of 483.5 million. In 2000, 
only one prefecture-level city, Karamay in Xinji-
ang, with a population of 270,000 had per capita 
GDP above 40,000 yuan. By 2007, 40 cities with 
a combined population of 185.33 million had 
reached this level. There were no cities with per 
capita GDP of 60,000 or higher in 2000, but by 
2007 14 cities with a combined population of 80 
million were in category.

In Fig. 6 and 7, per capita GDP levels have 
been plotted on a map. In 2000, 11 of the 13 pre-
fecture-level cities with per capita GDP of 20,000 
or higher were in coastal regions in the east(6). The 
only inland cities in this category were Karamay 
in Xinjiang and Daqing in Heilongjiang. Given 
that both cities are in oil-producing regions, we 
can reasonably conclude that they are not typical 
of inland regions (Fig. 6).

By 2007, however, the number of prefecture-
level cities with per capita GDP of 20,000 yuan or 
higher had risen to 113, and cities in this category 
could be found in every province (Fig. 7). The 
number in inland regions had risen to 58 (18 in 
central China, 13 in the northeast, 27 in the west), 

Fig. 3   Average Growth Rates of Per 
Capita GDP (2000-2007)
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Fig. 4  Average Growth Rates of Per Capita GDP (2000-2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008, provincial statistical 
yearbooks, and the information from the National Bureau of Statistics website
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Shanghai Economic Sphere. Prefecture-level cit-
ies with per capita GDP of 40,000 yuan or higher 
in the Bohai Economic Rim,  the Shanghai Eco-
nomic Sphere and the Pearl River Delta Economic 
Zone have combined populations of 65.7 million, 
70.3 million and 35.1 million respectively and to-
gether account for 92.2% of the total population 
of prefecture-level cities with per capita GDP of 
40,000 or higher (Table 4).

If a cluster of prefecture-level cities with per 
capita GDP of 40,000 yuan or higher represents a 
high-income region, there is a tendency for such 
regions to spread across multiple provinces. In the 
Bohai Economic Rim, for example, Jinan (Shan-
dong Province), Anshan (Liaoning Province) and 
Tangshan (Hebei Province) are all close to the 
40,000 yuan level, while the Shanghai Economic 

which is higher than the total for coastal regions 
(55).

Of course, the coastal regions in the east have 
more cities with per capita GDP of 40,000 yuan 
or higher. Of the 40 cities at this level, 26 are in 
coastal regions (in the east) and 14 in inland re-
gions (one in central China, four in the northeast 
and nine in the west). In terms of geographical 
distribution, cities in this category are concentrat-
ed in the Bohai Economic Rim, the Shanghai Eco-
nomic Sphere and the Pearl River Delta Economic 
Zone (indicated by circles in Fig. 7). The total 
number of prefecture-level cities in these areas 
counts 29, since the northeastern cities of Dalian,  
Shenyang and Panjin are included in the Bohai 
Economic Rim, while Maanshan and Tongling in 
Anhui Province (central China) are included in the 
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Sphere is expected to expand to include Huzhou 
and Jinhua (both in Zhejiang Province) and other 
areas(7).

The expanding scope of high-income regions is 
an phenomenon that has important implications 
for our understanding of the Chinese economy. 
High-income prefecture-level cities are also scat-
tered through inland China, and here, too, there is 
a tendency for growth rates to rise in nearby pre-
fecture-level cities. The formation of these high-
income areas will be closely monitored in the fu-
ture.

III. Geographical View of Consum-
er Markets

1. Growing Interest in China’s Con-
sumer Markets

Interest in the consumer markets of Asia, includ-
ing China, has intensified dramatically in recent 
years. Companies are increasingly looking to Asia 
not only as a site for production operations, but also 
as a region with important consumer markets. This 
change is attributable in part to the limited potential 
for growth in Japan’s domestic markets because of 
the falling birthrate, demographic aging and other 
factors.

For example, the Japan Bank for International 

◎Provincial capital

Data unavailable

0-20,000 20,000-40,000 40,000-60,000

60,000 and higher

(yuan)

Shanghai Economic Sphere

Pearl River Delta Economic Zone

Bohai Economic Rim

Fig. 7  Per Capita GDP (2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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Cooperation (JBIC) commented in its FY2009 Sur-
vey Report on Overseas Business Operations by 
Japanese Manufacturing Companies that Japanese 
companies were increasingly searching for new 
business opportunities overseas, and that even com-
panies oriented toward domestic demand were be-
coming more interested in the markets of emerging 
economies, such as China and India.

In the survey, Japanese companies were asked 
about their reasons for selecting particular coun-
tries as promising targets for investment. The fac-
tor cited most frequently for China, India, Vietnam 
and Thailand was “future growth potential of local 
market.” In the case of China, this was by far the 
most common reason for investment and was cited 
by 84.8% of participating companies, compared 
with the 44.0% score of the second most common 
response, “inexpensive source of labor” (Table 5).

China’s markets have expanded dramatically 
in recent years. In 2009, the motor vehicle mar-
ket grew by 46.2% year-on-year. With 13,644,800 
vehicles sold, China overtook the United States 
(10,429,553 vehicles) to become the biggest motor 
vehicle market in the world. Cityscapes in China’s 
major cities, such as Beijing and Shanghai, now 
compare favorably with those of cities in developed 
countries, and the living standards of their residents 
are rapidly approaching developed country levels. 

Table 4   Prefecture-Level Cities with 
Per Capita GDP of 40,000 
Yuan or Higher (2007)

Economic 
Area

Prefecture-level
cities

Population 
(millions)

GDP 
(billions 
of yuan)

Per cap-
ita GDP 
(yuan)

Bohai 
Economic 

Rim

Beijing, Tianjin, 
Dongying (S), 
Weihai (S), 
Qingdao (S), 
Zibo (S), Yantai (S), 
Dalian (L), 
Shenyang (L), 
Panjin (L)

65.73 3317.8 50,476

Shanghai 
Economic 

Sphere

Shanghai, 
Suzhou (J), 
Wuxi (J), Nanjing (J), 
Changzhou (J), 
Zhenjiang (J), 
Hangzhou (Z), 
Ningbo (Z), 
Jiaxing (Z), 
Shaoxing (Z), 
Zhoushan (Z), 
Maanshan (A),
 Tongling  (A)

70.34 4,044.0 57,492

Pearl
River Delta 
Economic 

Zone

Shenzhen, 
Guangzhou, Zhuhai, 
Foshan, Zhongshan, 
Dongguan (all in 
Guangdong 
Province)

35.13 2,280.2 64,902

Others
11 prefecture-level 
cities

14.13 808.9 57,247

Total 185.33 10,450.9 56,390

Notes: S = Shandong, L = Liaoning, A = Anhui, J = Jiang-
su, Z = Zhejiang

Source: Compiled using data from statistical yearbooks for 
direct-controlled municipalities and provinces and 
population censuses

Table 5   Reasons for Selection of Countries/Regions as Promising 
Investment Targets

Rank China 348 India 275 Vietnam 149 Thailand 108

1
Future growth 
potential of lo-
cal market

295
(84.8)

Future growth 
potential of lo-
cal market

248
(90.2)

Future growth 
potential of lo-
cal market

90
(60.4)

Future growth 
potential of lo-
cal market

52
(48.1)

2
Inexpensive 
source of labor

153
(44.0)

Inexpensive 
source of labor

106
(38.5)

Inexpensive 
source of labor

86
(57.7)

Inexpensive 
source of labor

45
(41.7)

3
Current size of 
local market

114
(32.8)

Supply base 
for assemblers

53
(19.3)

Qualified hu-
man resources

32
(21.5)

Base of export 
to third coun-
tries

29
(26.9)

4
Supply base 
for assemblers

71
(20.4)

Qualified hu-
man resources

51
(18.5)

Good for risk 
diversification 
to other coun-
tries

28
(18.8)

Developed lo-
cal infrastruc-
ture

27
(25.0)

5

Inexpensive 
components 
and  raw mate-
rials

68
(19.5)

Current size of 
local market

51
(18.5)

Supply base 
for assemblers

22
(14.8)

Developed lo-
cal infrastruc-
ture

25
(23.1)

Notes: The figures denote the number (percentage) of companies selecting each response.
Source: Japan Bank for International Cooperation, Survey Report on Overseas Business Operations 

by Japanese Manufacturing Companies (Fiscal 2009)
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Rural markets for durable consumer goods have 
also expanded since the introduction in November 
2008 of a major economic stimulatory package that 
includes a subsidy scheme to encourage purchasing 
of electrical appliances.

As discussed in Part II, since inland regions be-
gan to record high growth rates, Japanese research 
has increasingly highlighted the need to look for 
markets not only in coastal regions, but also in in-
land provinces, including cities and low-income 
areas. In the White Paper on International Trade, 
areas in which households with disposable income 
in the $5,001-15,000 range make up a high percent-
age of the population are called “volume zones.” 
The population of China’s volume zones has risen 
from 50.3 million in 2000 to 377.1 million in 2008 
(Ministry of Economy, Trade and Industry [2009]).

However, the upper limit of disposable income 
in these volume zones is less than $15,000, and 
while these households may be an attractive market 
for general consumer goods, we need to be aware 
that it will take time for them to emerge as a major 
source of replacement demand for durable consum-
er goods. Other factors that need to be taken into 
account include geographical distribution of this in-
come stratum and its potential for sustained income 
growth.

2. Expansion of Consumer Markets at 
the National Level

One indicator that can be used to gauge the 
expansion of China’s consumer markets is total 
retail sales of consumption goods. This indicator 
represents the sum of total sales in various catego-
ries, including wholesaling, retailing, distribution, 
publishing and post and communications. Be-
tween 2000 and 2008 it almost tripled from 3,910.6 
billion yuan to 10,848.8 billion yuan.

Per capita total retail sales of consumption 
goods also followed a steep growth trend in every 
province between 2000 and 2008. The increase in 
Inner Mongolia was especially high at more than 
20% (Fig. 8). While data were not available for 
2000, there is a strong correlation between this 
indicator and per capita GDP (Fig. 9), and on this 
basis it seems reasonable to assume that consumer 
markets are expanding at the national level.

In developing countries, a per capita GDP of 
$3,000 (20,500 yuan) is regarded as the threshold 
for rapid growth in demand for durable consumer 
goods. By 2007, 107 prefecture-level cities with 
a combined population of 466.6 million were 
above this level. If prefecture-level cities are able 
to maintain the economic growth of recent times, 
the expansion of China’s consumer markets can 

Fig. 8   Rate of Increase in Per Capita Total Retail Sales of 
Consumption Goods
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be expected to accelerate further. By 2015, 85% 
of prefecture-level cities with a combined popu-
lation of 1 billion will exceed this level provided 
that most of the prefecture-level cities with per 
capita GDP around the $3,000 level maintain the 
economic and population growth rates that they 
recorded between 2000 and 2007 (Fig.8), and pro-
vided that there is no change in the exchange rate. 
However, this forecast is predicated on sustained 
growth in low-income regions. As discussed in 
Part IV, many challenges will need to be over-
come in order to realize that goal.

As shown in Fig. 10, the geographical distribu-
tion of per capita total retail sales of consump-
tion goods is characterized by the concentration 
of sales in the three major economic zones, and 
by the high level of sales in prefecture-level cit-

Fig. 9   Per Capita Total Retail Sales 
of Consumption Goods (2007)
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ies that are also provincial capitals. There are 50 
prefecture-level cities where per capita total retail 
sales of consumption goods has reached 10,000 
yuan or higher. Of these 33 are located in coastal 
regions (in the east) and 17 in inland regions (four 
in central China, five in the northeast and eight in 
the west).

Of the 19 prefecture-level cities where per cap-
ita sales have reached 15,000 yuan or higher, 13 
are coastal regions (in the east) and six in inland 
regions (two in central China, two in the northeast 
and two in the west). With the exception of Wuhan 
(Hubei Province), Hohhot (Inner Mongolia) and 
Changsha (Hunan Province), the majority of these 
cities and 84.3% of their combined population are 
located in the three major economic zones. There 
is generally a correlation between per capita GDP 
and per capita total retail sales of consumption 
goods. However, it should be noted that retail 
sales of consumption goods tend to be low in re-
gions where per capita income levels have risen as 
a result of the development of mineral resources, 
such as crude oil or rare metals. For example, 
Karamay in Xinjiang is ranked first in terms of per 
capita GDP but falls to 185th position in terms of 
per capita total retail sales of consumption goods 
with a figure of just 4,405 yuan.

3. Regional Characteristics of Con-
sumer Goods Markets

Rising income levels in the household sector 
have obviously been the driving force for the ex-
pansion of consumer markets. According to the 
China Statistical Yearbook, per capita annual dis-
posable income in the urban sector has risen from 
1,510 yuan in 1990 to 6,280 yuan in 2000 and 
15,781 yuan in 2008. Over the same period, the 
Engel coefficient, which represents the percentage 
of income spent on food, has fallen from 54.2% 
to 39.4% and 37.9% respectively. Similarly, per 
capita annual net income in the rural sector has 
risen from 686 yuan to 2,253 yuan and 4,760 yuan 
respectively, while the Engel coefficient has fallen 
from 58.8% to 49.1% and 43.7% respectively.

This difference in income levels is reflected in 
variations in diffusion rates of durable consumer 

goods between the urban and rural sectors. Table 6 
compares ownership of durable consumer goods 
per 100 households in urban and rural areas. In 
the urban sector, the number of color televisions 
owned is greater than the number of households, 
having risen from 116.6 units per 100 households 
in 2000 to 132.9 units in 2008 households. Own-
ership of washing machines is approaching one 
per household, with an increase from 90.5 units 
per 100 households in 2000 to 94.7 in 2008. There 
have been conspicuous increases in ownership of 
air conditioners, mobile telephones and comput-
ers. At the national level, ownership of air condi-
tioners increased from 30.8 per 100 households 
in 2000 to 100.3 in 2008, while mobile telephone 
ownership leapt from 19.5 to 172.0 respectively, 
and the number of computers owned from 9.7 to 
59.3 respectively over the same period. In the ur-
ban sector, the focus of market appears to have 
reached a new stage characterized by a shift in 
focus from general households electrical goods to 
high-priced electronic goods.

While ownership levels in the rural sector are 
still low compared with those in the urban sec-
tor, ownership of color televisions rose from 48.7 
units per 100 households in 2000 to 99.2% in 
2008 and is now above one per household in many 
provinces. Ownership of washing machines rose 
from 26.6 per 100 households to 49.1 over the 
same period. These figures indicate that ownership 
of general electrical appliances has started to be-
come more widespread. Ownership of air condi-
tioners and computers, which has risen rapidly in 
the urban sector, remained low at 9.8 units and 5.4 
units respectively in 2008. However, mobile tele-
phone ownership surged from 4.3 units in 2000 to 
96.1 in 2008.

There is also regional variation in urban-rural 
income disparity. Fig. 11 and 12 both show that 
prefecture-level cities with high income levels 
tend to be concentrated in the three economic 
zones. In prefecture-level cities in the economic 
zones, there are areas where rural incomes are 
higher than urban incomes in some inland prefec-
tures. Reasons include the growth of township and 
village enterprises, and high levels of employment 
income and other non-agricultural income. The 
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market for durable consumer goods can be expect-
ed to expand in these areas.

For example, ownership rates for durable con-
sumer goods in rural areas in the Shanghai Eco-
nomic Sphere are likely to be higher than those for 
urban areas in inland regions. The diffusion rates 
for color televisions and washing machines in ru-
ral areas of Shanghai have already reached 100%, 
while ownership of air conditioners has climbed 
to 128.7 units per 100 households, compared with 
the national average of 9.8 units. At 46.8 units per 
100 households, ownership of computers is also 
substantially higher than the national average of 

5.4 units (Table 6). The three economic zones ap-
pear to be moving toward the formation of mar-
kets that combine both the urban and rural sectors.

Data relating to ownership of durable consumer 
goods in prefecture-level cities were not available 
at the time of the recent survey. We will therefore 
use numbers of mobile telephone contracts and 
cable television diffusion rates as substitute in-
dicators in the following analysis of the regional 
distribution of the market for durable consumer 
goods.

Fig. 13 shows the distribution of the diffusion 
rate for mobile phone contracts (per 100 house-

Table 6  Ownership of Consumer Durable Goods in China (Units Owned Per 100 Households)
（unit）

Urban Rural

Color TVs
Washing 
machines

Air 
conditioners

Mobile 
telephones

Computers Color TVs
Washing 
machines

Air
 conditioners

Mobile 
telephones

Computers

2000 2008 2000 2008 2000 2008 2000 2008 2000 2008 2000 2008 2000 2008 2000 2008 2000 2008 2000 2008

National 116.6 132.9 90.5 94.7 30.8 100.3 19.5 172.0 9.7 59.3 48.7 99.2 28.6 49.1 1.3 9.8 4.3 96.1 - 5.4

   Beijing 145.5 134.0 102.8 98.6 69.6 152.5 27.6 191.4 32.1 85.9 103.2 134.5 86.0 99.1 15.3 77.2 11.9 194.9 - 45.6

   Tianjin 132.0 129.9 97.6 99.0 65.6 124.9 8.8 175.8 16.4 70.8 89.3 122.8 83.7 98.5 9.5 49.5 8.3 118.7 - 11.0

   Hebei 112.1 117.8 93.0 97.1 33.0 82.4 14.1 160.6 7.4 55.3 64.8 114.3 58.9 82.4 1.9 7.0 4.6 71.7 - 4.1

   Shanxi 107.2 110.5 93.4 98.9 4.3 33.3 8.1 136.4 6.2 47.2 63.5 104.1 51.7 77.1 0.3 3.4 0.7 78.8 - 3.5

   Inner Mongolia 106.7 109.4 91.2 93.0 1.4 7.7 15.1 162.0 3.5 37.3 45.2 94.8 25.6 52.3 0.6 1.2 96.3 - 1.0

   Liaoning 114.3 119.3 87.1 92.5 4.4 26.9 17.6 155.2 5.8 51.2 72.6 109.8 55.0 72.3 0.2 0.8 4.5 91.1 - 4.0

   Jilin 107.3 117.7 89.6 91.5 1.5 6.2 12.2 185.0 4.6 45.6 61.1 106.3 55.1 72.4 0.1 0.7 1.6 125.7 - 2.4

   Heilongjiang 102.5 106.9 83.4 88.9 1.8 7.6 13.4 149.3 4.8 37.9 58.9 106.2 48.3 75.6 0.0 0.6 3.2 112.5 - 4.5

   Shanghai 147.0 180.4 93.4 97.8 96.4 191.0 28.8 218.6 25.6 109.0 97.3 185.5 69.2 93.3 13.8 128.7 18.5 156.2 - 46.8

   Jiangsu 124.5 162.9 96.2 100.4 45.9 155.2 25.5 166.4 10.7 68.2 53.9 129.1 46.0 85.5 5.4 35.3 9.1 131.4 - 6.7

   Zhejiang 139.2 176.2 90.0 91.2 57.7 170.7 31.7 189.0 14.0 79.5 83.1 154.8 34.7 60.8 5.9 67.0 20.2 164.3 - 25.7

   Anhui 111.5 137.4 87.2 94.8 30.8 108.0 17.7 152.3 6.7 50.7 39.3 102.8 14.7 45.2 0.0 13.8 2.0 101.3 - 3.3

   Fujian 128.1 169.5 93.2 98.3 43.5 164.3 50.4 204.0 11.5 80.9 73.0 119.0 35.5 57.5 1.6 23.5 20.2 166.0 - 13.9

   Jiangxi 106.0 143.0 80.2 91.9 17.1 96.5 14.4 166.2 4.6 50.7 30.2 95.8 3.6 9.8 0.0 4.1 1.4 107.0 - 1.9

   Shandong 115.3 119.5 88.5 93.0 25.8 89.7 19.5 181.4 9.5 64.0 51.6 106.6 18.3 94.9 1.1 7.6 4.4 121.2 - 5.0

   Henan 108.0 120.3 87.9 94.8 34.5 103.0 12.2 156.2 5.7 46.6 38.4 100.1 24.5 73.4 0.6 11.4 1.4 114.1 - 2.7

   Hubei 109.3 126.3 92.7 96.0 38.2 106.0 11.4 154.8 8.4 51.9 31.7 102.2 16.3 37.1 0.2 9.9 1.5 117.9 - 3.0

   Hunan 109.4 124.3 91.6 93.6 33.4 97.0 21.4 154.5 10.7 43.1 30.3 89.6 15.9 34.2 0.1 6.1 1.5 88.5 - 1.8

   Guangdong 135.6 143.1 97.5 94.9 98.0 187.5 57.9 210.4 25.8 83.2 73.2 114.2 25.0 37.1 3.0 27.8 14.5 162.8 - 14.3

   Guangxi 114.8 132.8 88.3 94.8 24.3 100.6 16.8 196.8 9.4 67.6 30.0 95.3 3.2 10.0 0.2 1.6 0.7 101.3 - 1.4

   Hainan 108.8 118.0 68.5 67.5 12.8 65.3 17.0 165.4 4.3 47.5 48.1 90.0 2.5 6.7 0.8 3.3 94.4 - 1.5

   Chongqing 132.0 141.6 94.7 96.4 81.3 155.1 18.3 176.7 13.7 58.2 31.3 94.3 8.9 36.2 0.1 6.7 0.9 98.3 - 1.1

   Sichuan 118.6 129.4 91.3 94.6 17.7 86.5 17.1 161.2 7.7 49.1 34.2 96.7 16.4 56.0 0.2 4.2 1.5 103.5 - 2.2

   Guizhou 113.8 118.9 96.1 96.7 3.3 16.3 6.3 163.3 5.7 43.4 21.2 83.5 12.1 41.8 1.0 0.3 65.1 - 1.1

   Yunnan 116.3 119.4 91.7 90.2 0.1 1.3 21.7 177.2 7.9 40.2 38.0 89.0 19.7 33.7 0.2 2.1 91.2 - 0.8

   Tibet 120.0 121.8 100.0 80.8 3.0 5.8 30.0 148.0 1.0 30.0 9.0 60.2 2.3 8.1 24.2 -

   Shaanxi 113.8 123.7 92.8 95.4 25.5 99.9 7.8 183.3 7.0 55.9 48.8 100.2 34.1 63.9 0.2 2.9 1.6 122.3 - 2.5

   Gansu 121.1 107.4 97.0 94.9 1.1 6.0 9.5 146.0 5.4 35.2 49.9 99.9 27.7 52.1 0.2 0.2 0.7 70.8 - 1.9

   Qinghai 111.6 103.0 100.7 95.0 0.0 1.8 10.0 142.9 2.4 35.3 34.3 94.0 17.3 63.2 0.3 0.3 98.5 - 1.0

   Ningxia 109.3 104.1 87.1 90.9 1.5 8.4 13.6 163.5 3.8 38.6 67.0 115.2 37.5 63.2 0.3 0.8 121.0 - 0.8

   Xinjiang 102.4 104.5 95.5 91.6 2.8 11.2 4.8 144.4 5.7 41.3 31.9 77.0 20.9 38.0 0.3 0.3 54.0 - 1.1

Notes: Shading has been used to highlight figures in excess of 100 units.
Source: China Statistical Yearbook
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holds). The diffusion rate was over 100% in 222 
out of the 324 prefecture-level cities surveyed 
and below 50% in just nine. Since the diffusion 
rate for mobile phones in 2000 was 11.4%, these 
results suggest that mobile phone ownership has 
spread at the national level. However, the diffu-
sion rate for cable television was high only in re-
gions with high income levels (Fig. 14). It reached 
over 75% in some prefecture-level cities in the 
three economic zones but was between 25-50% in 
most inland areas and below 25% in a significant 
number of places.

IV. Geographical View of Regional 
Economic Disparity and Barri-
ers to Sustainable Growth

The preceding analysis confirms that the dy-
namism of China’s economic development, in 
the form of rising income levels and expanding 
consumer markets, is spreading to inland regions. 
However, there is still significant regional eco-
nomic disparity, and in order to understand Chi-
na’s economic development prospects, we need 
to ascertain whether low-income areas, of which 
there are many in inland regions, will be able to 
maintain sustainable growth in the future.

In Part IV we will examine the current status 
and characteristics of regional economic disparity 
and identify barriers to sustainable development in 
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low-income areas from the perspective of growth 
factors (human capital, investment funds and the 
attraction of foreign investment).

1. Regional Economic Disparity Re-
mains Wide

In 2008, Shanghai recorded the highest per cap-
ita GDP in China at 72,554 yuan ($10,441). Bei-
jing was second at 61,876 yuan, followed by Tian-
jin at 54,034 yuan. All three results are dramati-
cally higher than the national average of 22,698 
yuan. The three lowest-ranked provinces were 
Yunnan at 12,547 yuan, Gansu at 12,086 yuan, 
and Guizhou at 8,788 yuan ($1,265). The fig-
ure for Shanghai is 8.3 times higher than that for 
Guizhou. In terms of World Bank classifications, 

Shanghai is close to the $11,456 threshold for the 
high-income group, to which developed countries 
belong, while Guizhou is barely above $935 di-
viding line for impoverished, low-income regions.

There is even greater disparity among prefec-
ture-level cities. Karamay in Xinjiang was ranked 
highest in terms of per capita GDP in 2007 at 
98,398 yuan ($14,161), followed by Dongying in 
Shandong Province at 84,081 yuan and Shenzhen 
in Guangdong Province at 79,645 yuan. Hotan in 
Xinjiang has the lowest figure, 3,405 yuan ($490). 
While the result for Karamay and Dongying can 
be seen as exceptional, the figure for Shenzhen is 
still 23 times higher than that for Hotan.

Regional economic disparity in China has hith-
erto been viewed mostly in terms of gaps between 
coastal and inland regions or between provinces, 
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but we also need to be aware that there is signifi-
cant disparity within provinces. Fig. 15 shows 
per capita GDP and the average, minimum and 
maximum growth rates for prefecture-level cities 
in each province. Regardless of the level of per 
capita GDP, there is disparity by a factor of 2-3 
times in most provinces. In Xinjiang, which has 
the widest variation, the maximum growth rate is 
over 10 times higher than the minimum.

Table 7 shows maximum and minimum per 
capita GDP and total retail sales of consumption 
goods in each province, together with the gap 
between maximum and minimum. Xinjiang has 
the biggest gap at 28.9 times. We also need to be 
aware that there is wide variation even in coastal 
regions, where per capita GDP is high, includ-

ing 10.0 times in Shandong Province, 8.0 times 
in Guangdong Province, and 6.0 times in Jiangsu 
Province.

An indicator that is frequently used to show 
economic disparity in China is the gap between 
per capita disposable income in the urban sector 
and per capita net income in the rural sector. This 
gap has expanded from 2.8 times in 2000 to 3.3 
times in 2008.

Of course, there is also regional variation. The 
prefecture-level city with the highest per capita 
disposable income is Shenzhen (Guangdong Prov-
ince) at 33,593 yuan. This is 5.7 times higher than 
the figure for Lingxia Hui A.P. in Gansu Province, 
which is the lowest at 5,873 yuan. Dongguan in 
Guangdong Province has the highest net income 

◎Provincial capital

Data unavailable

0-50 50-100 100-150

150 and higher

(%)

Fig. 13   Diffusion Rate for Mobile Phone Contracts (Per 100 
Households, 2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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Fig. 14   Diffusion Rate for Cable Television (Per 100 Households, 
2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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in the rural sector at 11,606 yuan, which is 7.3 
times higher than the lowest figure, that of Kizilsu 
Kirgiz A.P. in Xinjiang (1,571 yuan). The figure 
for Shenzhen is over 21 times higher than that for 
Kizilsu Kirgiz A.P.

There is also considerable disparity between ur-
ban and rural areas within prefecture-level cities. 
The widest variation (6.5 times) occurs in Diqing 
Zang A.P. (Yunnan Province) and the smallest (1.7 
times) in Mudanjiang City (Heilongjiang Prov-
ince). In terms of regional distribution, the gaps 
tend to be smaller in coastal regions and wider in 
inland regions (Fig. 16).

Will this regional economic disparity be re-

duced in the future? One view, as represented by 
the Kuznets inverted U-curve theory, is that in-
come disparity in developing countries expands 
during the initial growth phase but then begins to 
shrink when income rises above a certain level. 
The per capita GDP gap between Shanghai and 
Guizhou Province has certainly shrunk, from 9.6 
times in 2000 to 8.3% in 2008. We will now ex-
amine some of the issues affecting sustainable 
growth in these low-income areas from the re-
gional distribution of growth factors.

Table 7  Disparity within Provinces (2007)

Per Capita GDP
Per Capita Total Retail Sales of 

Consumption Goods
Maximum Minimum Gap Maximum Minimum Gap

(yuan) (yuan) (times) (yuan) (yuan) (times)

East
　Beijing 58,204 58,204 - 23,648.1 23,648.1 -
　Tianjin 46,122 46,122 - 14,645.9 14,645.9 -
　Hebei 37,765 12,703 3.0 8,816.0 3,976.3 2.2
　Shanghai 66,367 66,367 - 20,950.7 20,950.7 -
　Jiangsu 67,387 11,178 6.0 19,178.3 3,276.5 5.9
　Zhejiang 61,258 17,133 3.6 19,367.2 6,675.9 2.9
　Fujian 56,188 15,023 3.7 14,657.3 5,340.6 2.7
　Shandong 84,081 8,424 10.0 16,899.8 4,026.9 4.2
　Guangdong 79,645 9,976 8.0 26,211.4 3,540.2 7.4
　Hainan 26,741 24,520 1.1 12,467.3 5,549.6 2.2
Central
　Shanxi 36,377 8,395 4.3 14,954.0 2,907.1 5.1
　Henan 34,069 8,051 4.2 13,408.9 2,813.7 4.8
　Anhui 42,063 5,515 7.6 9,690.0 2,012.5 4.8
　Jiangxi 30,460 8,228 3.7 9,351.0 2,912.3 3.2
　Hubei 35,500 7,095 5.0 17,157.3 2,179.7 7.9
　Hunan 33,711 7,074 4.8 15,961.0 2,380.7 6.7
Northeast
　Liaoning 51,630 9,824 5.3 17,423.4 2,574.8 6.8
　Jilin 28,132 11,279 2.5 10,481.3 4,709.5 2.2
　Heilongjiang 67,161 7,814 8.6 11,129.1 1,915.8 5.8
West
　Inner Mongolia 75,021 8,947 8.4 16,829.8 4,084.9 4.1
　Guangxi 20,737 8,038 2.6 7,601.2 1,713.8 4.4
　Chongqing 14,660 14,660 - 5,907.5 5,907.5 -
　Sichuan 30,251 5,632 5.4 10,829.6 2,082.3 5.2
　Guizhou 19,489 4,475 4.4 7,849.3 752.6 10.4
　Yunnan 22,762 4,372 5.2 9,225.0 1,142.3 8.1
　Tibet 19,590 7,203 2.7 8,970.6 1,379.0 6.5
　Shaanxi 28,676 5,696 5.0 11,150.2 2,046.5 5.4
　Gansu 58,856 4,067 14.5 10,284.2 917.1 11.2
　Qinghai 15,999 5,734 2.8 6,459.9 998.6 6.5
　Ningxia 32,688 4,309 7.6 9,836.3 1,346.3 7.3
　Xinjiang 98,398 3,405 28.9 12,214.6 760.1 16.1

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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2. Issue 1: Availability of Human Cap-
ital

The downward trend in China’s birthrate is be-
coming a long-term phenomenon under the one-
child policy introduced in the late 1970s(8). The 
total specific fertility rate, which represents the 
number of children borne by one woman during 
her lifetime, has been below 2.0 since 1992. As 
a result, China’s productive age population (15-
64) is expected to shift to a negative trend from 
around 2020. China is regarded as a country with 
vast labor resources, but many observers are pre-
dicting a transition from a labor surplus to a labor 
shortage(9).

There is a strong negative correlation between 

birthrates and income levels. The birthrate tends to 
be lower in coastal regions, where per capita GDP 
is high, and higher in inland regions. However, 
in recent years there has been a rapid increase in 
the number of migrant workers moving from low-
income to high-income areas, and from rural areas 
to the cities. There are now over 200 million of 
these nong-min-gong (peasant workers). We can 
analyze the distribution of population inflows and 
outflows by comparing the registered populations 
and resident populations (the number of people 
residing in a place at a given time) of prefecture-
level cities, and classifying areas where the regis-
tered population is lower than the resident popula-
tion as population inflow areas, and those where 
the reverse pattern has occurred as population 
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Fig. 16   Urban-Rural Income Disparity (Urban Disposable Income/
Rural Net Income, 2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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outflow areas (Fig. 17). Areas where the resident 
population is 95% or less of the registered popula-
tion are shown on the map as population outflow 
areas, and those where it is 105% or higher as 
population inflow areas.

Of the 337 prefecture-level cities, 85 are classed 
as population outflow areas. Not all are located 
in inland regions, and many are located around 
coastal regions. The numbers are especially large 
in Guangdong Province and Jiangsu Province, 
both of which have significant internal disparity. 
Eleven of the 22 prefecture-level cities in Guang-
dong and seven of the 13 in Jiangsu are population 
outflow areas, which suggests that people are relo-
cating from low-income prefecture-level cities to 

high-income areas. Most of the main inflow areas 
are located in the three coastal economic zones. 
In Dongguan and Shenzhen (both in Guangdong 
Province), the resident populations are about four 
times larger than the registered populations.

Migration affects not only the quantity of the 
labor force in outflow and inflow areas, but also 
the quality. This is because the tendency to move 
toward high-income regions that offer higher in-
come levels and more employment opportunities 
is proportionately stronger among highly skilled 
and educated people. It is important to recognize 
that migration can cause both quantitative and 
qualitative depletion of labor markets in popula-
tion outflow areas. The capacity of low-income ar-
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Fig. 17   Population Inflows and Outflows (Resident Population/
Registered Population, 2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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bution of primary industries and per capita GDP, 
show a clear negative correlation between income 
levels and the percentage of GDP derived from 
primary industries. Conversely, there is positive 
correlation with GDP contribution from secondary 
industries (Fig. 19). Low-income areas appear to 

eas to achieve sustainable growth will depend on 
their ability to secure sufficient human capital in 
qualitative as well as quantitative terms.

3. Issue 2: Access to Investment Cap-
ital

Economic development in developing countries 
is accompanied by transitions in the industrial 
structure: from primary industries to secondary, 
and from secondary industries to tertiary.

Since the introduction of the reform and open-
door policy, China has made a major transition 
from an industrial structure dominated by primary 
industries to one based mainly on secondary in-
dustries. The contribution of primary industries to 
GDP has fallen from 27.1% in 1990 to 11.3% in 
2008, while the contribution from secondary in-
dustries has climbed from 36.7% to 42.9%.

The stage of development varies from region to 
region. Shanghai and Beijing are currently mak-
ing the transition from secondary to tertiary in-
dustries, while in many prefecture-level cities in 
inland regions, primary industries still occupy an 
important position. The data in Fig. 18, which 
analyzes the relationship between the GDP contri-
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poured vast amounts of fixed asset investment 
into low-income areas. Fig. 21 shows the distribu-
tion of the ratio of fixed asset investment to GDP 
in prefecture-level cities. Because of data limita-
tions, it was not possible to provide a breakdown 
of fixed asset investment by the government and 
the private sector. However, it is apparent from 
the graph that the level of investment in inland re-
gions is very high. While development based on 
fixed asset investment by the government may be 
acceptable in the short-term perspective, a shift 
away from this pattern will be essential if these 
regions are to achieve sustainable growth. To 
achieve this, the regions concerned will need to 
raise their productivity and work to raise funds 
through the financial systems of other regions, or 

be in transition from primary industries to second-
ary industries.

To accelerate industrialization, or the shift to 
secondary industries, it is necessary to secure 
capital for infrastructure development and the pur-
chase of facilities and machinery. However, the 
level of savings in low-income areas is inevitably 
low, making it difficult for those areas to provide 
their own industrialization capital. Fig. 20 shows 
ratios between the balances of savings and loans 
in prefecture-level cities. It is apparent that the 
low level of savings has caused the balance of 
loans to remain low in every prefecture-level city.

The high growth rates achieved by inland re-
gions in recent years despite this handicap are 
attributable to the fact that the government has 
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Fig. 21   Fixed Asset Investment Ratios (Fixed Capital Investment/GDP, 
2007)

Source: Compiled using China Statistical Yearbook for Regional Economy 2008
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industries (especially manufacturing), and to move 
away from reliance on government investment.

4. Issue 3: Attracting Foreign Compa-
nies

The attraction of foreign companies and the re-
sulting expansion of exports under the open-door 
policy have been a major driving force for China’s 
economic development.

In 1980, the Chinese government began to en-
courage foreign companies to invest in special 
economic zones that it had created in Shenzhen, 
Zhuhai and Shantou in Guangdong Province, and 
in Xiamen in Fujian Province. Fourteen cities in 
coastal regions, together with the Yangtze Delta, 

to attract direct investment from the private sector.
The inverse of the ratio of fixed asset investment 

to GDP shows the amount of GDP produced by 
unit of fixed asset investment and is an indicator 
of productivity. This means that areas in Fig. 21 
with extremely high ratios of fixed asset invest-
ment to GDP have low productivity. Of course, we 
need to take into account the fact this fixed asset 
investment, including investment in infrastructure 
construction, will not lead immediately to GDP 
growth. However, the low productivity of inland 
regions is also apparent from the per capita added 
value of the secondary industry working popula-
tion, as shown in Fig. 22. To achieve sustainable 
growth in low-income regions, it will still be nec-
essary to improve the productivity of secondary 
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ogy transfers and access to the markets of devel-
oped economies.

Today the Chinese government places consid-
erable importance on the economic development 
role of export expansion and the attraction of for-
eign companies, and it has identified these factors 
as key development strategies for inland regions. 
There is a strong tendency to assume that the ris-
ing profile of inland regions and rising wage lev-
els in coastal regions will encourage foreign com-
panies to move into inland regions.

However, dependence on trade (as a percentage 
of GDP) in inland regions is low, as are foreign 
investment inflows. Fig. 23 maps the regional dis-
tribution of trade dependence. While trade depen-
dence is high in Xinjiang, which is close to Cen-

the Pearl River Delta, the Liaoning Peninsula and 
the Shandong Peninsula were subsequently clas-
sified as priority areas, signaling that China had 
progressed from localized opening to the open-
ing of entire areas. The rapid economic devel-
opment achieved through export expansion and 
in these areas was reflected in China’s growing 
reputation as the “factory of the world.”  Export 
growth provided direct, demand-driven support 
for economic growth, and foreign currency earned 
through exporting allowed China to import highly 
productive facilities and machinery. The influx of 
foreign-owned companies helped China to create 
conditions that were favorable to economic devel-
opment, including not only access to investment 
capital, but also increased employment, technol-
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Fig. 23  Trade Dependence (Trade/Nominal GDP, 2007)
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and water, transportation costs, which depend on 
the state of roads, warehouses and other infra-
structure, the size of nearby markets, and living 
conditions for foreign staff. Most foreign com-
panies that have established operations in coastal 
regions are choosing to move to new locations on 
the periphery of coastal regions, where these con-
ditions are relatively good.

Low-income areas face many challenges. We 
therefore need to avoid placing excessive expec-
tations on the economic development of inland 
regions, where there are many low-income areas. 
The key factors at present in terms of understand-
ing China’s economic development and consumer 
markets are the geographical expansion of growth 
areas, and the identification of their limits. There 

tral Asia, and Inner Mongolia and Heilongjiang 
Province, which have borders with Russia and 
Mongolia, it is still far higher in coastal regions 
than in inland regions. As shown in Fig. 24, which 
traces the geographical distribution of foreign di-
rect investment inflows (actual) to GDP, there has 
been a shift from the centers to the peripheral ar-
eas of the three economic zones, but there is little 
evidence of a shift to inland regions.

Foreign companies are motivated to move into 
an area or to relocate not only by low labor costs 
or tax incentives offered as part of policy pack-
ages to attract foreign investment. These decisions 
are also influenced by assessments of other fac-
tors, including the state of infrastructure develop-
ment, especially the availability of electric power 
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Shanghai Economic Sphere

Pearl River Delta Economic Zone
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Fig. 24   Reliance on Foreign Direct Investment (Actual Foreign Direct 
Investment/Nominal GDP, 2007)
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is a tendency to focus on trends in inland markets 
and volume zones, especially in relation to con-
sumer markets. However, closer attention needs 
to be paid to expanding high-income economic 
zones in and around coastal regions.
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End Notes

1. Past studies on China’s regional economies include 
Kato (2003) and Shantong Li, Zhaoyuan Xu (2008).

2. Indonesia is the biggest in terms of area, followed by 
Xinjiang, Tibet, Inner Mongolia and Qinghai.

3. Refer to NESDB (2009) for GDP data for Thailand’s 
provinces.

4. For a discussion of Mega-regions, see Richard Florida 
(2008).

5. The Great Western Development Strategy, the North-
east Area Revitalization Plan and the Rise of Central 
China Plan target the provinces listed in Fig. 1. For 
information about the content of these development 
schemes for inland China, see Kato (2003) and Ma 
(2009).

6. The prefecture-level cities in this category are Shang-
hai, Zhuhai (Guangdong Province), Dongying (Shan-
dong Province), Xiamen (Fujian Province), Guangzhou 
(Guangdong Province), Shenzhen (Guangdong Prov-
ince), Panjin (Liaoning Province), Wuxi (Jiangsu Prov-
ince), Suzhou (Jiangsu Province), Weihai (Shandong 
Province) and Hangzhou (Zhejiang Province).

7. The expansion of the Shanghai Economic Area is dis-
cussed in Oizumi, Sano (2009).

8. See Wakabayashi (2005) for an analysis of China’s 
one-child policy and the birthrate decline.

9. For example, see Kwan, C.H. (2005).
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