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Abstract  

Access to adequate and secure housing is a basic human right, which impacts all aspects of a 

person’s wellbeing. This requires government to play a role in housing provision to ensure basic 

housing needs, particularly for the most vulnerable social groups. In China, post-reform housing 

policy and practices have experienced two major transitions: from a socialist welfare system to a 

more market-based provision through the 1990s; and from a pro-growth market enabling strategy in 

the pursuit of a homeownership society, to a more people-oriented regime, committing to 

“adequate housing for all” (住有所居) in the context of surging housing affordability and inequality 

challenges over the past decade.  

This research investigates this recent evolution of Chinese affordable housing policy and its effect on 

improving people’s housing welfare in urban areas. Since 2007, there has been a massive expansion 

of affordable housing construction sweeping through urban areas, with a total of nearly 40 million 

affordable housing units built nationwide over the five year period from 2011 to 2015. At the 

municipal level, however, the program design for service provision presents great diversity, 

delivering mixed outcomes where the policy impact varies across different target groups and 

between cities. The contribution of this research lies in providing insights into such disparity, by 

bringing the mechanisms of central-local interaction in policy process to the focus of implementation 

analysis. It achieves this by unpacking the policy evolution and practice of two affordable housing 

programs, the Public Rental Housing (公租房)and Urban Shantytown Upgrading (棚户区改造), which 

form the core of China’s current affordable housing regime. Under each program, using comparative 

case analyses, the investigation scrutinises the program delivery from a contextual and action-

focused approach, delving into the observations about what happened, why and how it happened in 

particular local contexts, and their association with the policy outcome, considering who has been 

served and who has been left behind. The empirical data draws on in-depth documentary analysis 

and fieldwork observation in Guangzhou, Chongqing, Shanghai, Liaoning (Shenyang and Fushun).  

Overall, the research findings reveal that, notwithstanding the concerted effort by the central 

government, with strengthened administrative control while providing funding incentives to engage 

local compliance with policy goals, the discretionary power of city governments in manipulating the 

process of service delivery has largely endured. Through examining distinctive behaviours of 

“selective implementation” in the policy process across different localities, the evidence shows that 

the willingness of local governments to engage in program expansion under central policy directives 

depends less on the anticipated need, than on the perceived opportunity to advance local interests 

and priorities. Reflecting on the distributional consequences of affordable housing provision among 

different social groups and across cities, this research sheds light on the mechanism of affordable 

housing provision as a system of stratification, contributing to the changing pattern of social 

inequality and segregation in urban areas.  
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Chapter 1 Introduction  

1.1. Background of the study  

Housing is a basic human need, having a pervasive impact on all aspects of a person’s wellbeing. 

Housing is also a consumer good. In comparison to other social policy areas, such as education or 

health, housing provision is most typically dominated by market mechanism. Given its capital-

intensive nature, adequate housing provision can contribute to greater equality across society. This 

highlights the role of government in housing to ensure basic housing needs, particularly for the most 

vulnerable social groups. 

In China, housing provision has evolved from a socialist welfare provision under a centrally 

command economy, to a more market-based system following the economic reform in the late 

1970s. The emergence of housing affordability as a policy concern has coincided with an 

extraordinary urban expansion and real estate boom brought about by urban land and housing 

marketization reforms through the 1980s and 1990s. Following the 1994 tax sharing reform, the 

reliance of local governments on land sales for public finance intensified, distorting their motivation 

for managing housing issues. As a result, the housing market began to surge, and speculation 

ensued. A lack of alternative financial assets for China’s growing middle class to invest in has also 

contributed to the explosion of housing demand. By 2004, when housing prices began to skyrocket 

in most cities, concerns about an overheated housing market, affordability and housing inequality 

loomed large. In response, the central policy directives began to shift, from stimulating growth to 

tackling market distortion, prompting administrative strengthening in an effort to rein in speculative 

demand as well as increase the affordable housing supply. From 2007, under the banner of 

“harmonious society building”, the government vowed to pursue the path towards a more people-

oriented inclusive housing strategy, committing to delivering “adequate housing for all” (住有所居).  

The following decade witnessed a massive expansion of affordable housing construction sweeping 

through urban areas. The quantitative output has been extraordinary. Between 2008 and 2010, as a 

key component of China’s 4 trillion yuan stimulus package following the global financial crisis (GFC), 

about 400 billion-yuan of public funds were channelled into the public housing sector, resulting in 

the delivery of 11 million new affordable housing units nationwide (Yang, Z. & Chen, J. 2014). In 

2011, alongside the release of China’s 12th Five-Year Plan (2011-2015), the new Xi-Li administration 

pledged an even more ambitious target: to build 36 million new affordable housing units by the end 

of 2015. The ultimate goal was to reshape the urban housing provision system by increasing the 

proportion of government subsidised affordable housing to 20% of the total housing supply and 
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expanding the protection scope to cover all urban residents, including rural migrant workers (State 

Council 2011, Document 45). In achieving this, the annual government budget expenditure on 

affordable housing projects increased from 123 billion yuan in 2010 to 391 billion yuan in 2015 (MOF 

2011, 2016). A total of nearly 40 million affordable housing units were constructed, with more than 

70% completed within the five-year period (MOHURD 2016).  

Qualitatively however, what is less evident from these impressive figures and from the research to 

date, is how inclusive the policy outcome has been in terms of reaching all needy households of the 

community and how the benefit has been received by recipients across social groups. Yet, in major 

cities recent evidence points to a potential mismatch of affordable housing coverage, with block 

after block of government-subsidized affordable housing standing vacant on the urban fringe for 

months, or even years, despite an evident need for housing assistance among the low-income 

working households living in these cities (Chang, Y. & Chen, J. 2013, Jiang, X. 2015, Wei, H. et al 

2015, Ni, P. 2015). Meanwhile, the influx of migrant workers to urban areas has brought great 

challenges for local governments, including accelerated demand for public infrastructure and basic 

services, particularly affordable housing. The national monitoring survey showed that by the end of 

2016 less than 3% of rural migrant workers were covered by the affordable housing programs in host 

cities, and furthermore around 8 million (or 6%) were found to be living in a space under 5 sqm and 

over 30% renting in units with no private toilet facilities (NBS 2017). This forms the motivation of the 

study, to explore disparity between the policy and practice in affordable housing provision, between 

the resources invested by the government and benefit received by people. 

1.2. Aim and significance  

The aim of this study is to investigate the recent evolution of affordable housing provision in Chinese 

cities and its impact on improving people’s housing welfare. In view of the government’s rising 

commitment to addressing housing affordability challenges, particularly targeting lower-income 

populations, much has been discussed regarding the significance of the recent policy transition and 

its implications for China’s long-term urban governance and development model (Wang & Murie 

2011, Chen et al. 2013, Zhu, Y. 2014, Shi, W. et al. 2016, Zhou, J. & Ronald 2017) (Chapter 3). A 

general consensus is that the process of this transition involves complex manoeuvres by and 

between all level governments in seeking a balance between policies promoting equity, growth and 

stability. In practice, whereas challenges may indeed emerge from market distortion, interest 

conflicts or external pressures due to rapid globalization and urbanization, they also derive from the 

institutional arrangement that shapes implementation and therefore has a greater effect on the 

policy outcome. In other words, notwithstanding a well-intentioned policy making at the top, 

ultimately it is the implementation on the ground that defines the effectiveness of the policy. It is 

building on this understanding that this research plans to delve into the implementation process of 
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affordable housing programs at the service delivery level, focusing on the mechanisms of distinctive 

behaviour by local governments in governing housing issues to shed light on the reasons behind the 

gap between policy and practice. Few studies have delved into this in-depth coverage so far, making 

it worthy of further investigation.  

Concerning the implementation gap in affordable housing provision, the existing literature highlights 

two major contributing factors (Chapter 3). The first is regarding the distorted motivation of local 

governments in managing housing issues, which argues that China’s existing institutional 

arrangements for public services, including housing, featuring a combination of administrative 

decentralization and fiscal sharing, has in practice impeded the policy transition towards a more 

people-oriented service provision (Wong 2010, Naughton 2010, Wang, Y. 2011, Huang, Y. 2012, 

Chen, J. et al 2013, Zou, Y. 2014, Huang, Y. 2015). The second highlights the existence of 

fragmentation of authority and accountability in housing governance that creates room for local 

discretion and difficulties for performance monitoring and compliance enforcement (OECD 2005, 

Zhou, L 2010, Ye, J. et al. 2010, Huang, Y. 2012, Jiang, X. 2015).   

What has been missing in the current debate, however, is the appreciation of the diversity of 

program development and service implementation across localities, together with the subsequent 

policy impact on different social groups given their particular situations of housing disadvantage. 

Acknowledging the complexity and diversity of local policy contexts given the sheer size and scale of 

China, the implementation variations in practice are anticipated. Yet to date, there has been little 

academic discussion on this variety, nor much attempt to trace and compare the existing diversity 

across regions and over time. Meanwhile, the existing literature on Chinese housing problems and 

urban poverty studies (Chapter 2) suggest that the composition of Chinese urban poor and their 

experience of housing poverty is greatly diverse (Wang, Y 2004, Wu, F et al. 2010).  

To address the aim of this study, to investigate the recent evolution of affordable housing provision 

in Chinese cities and its impact on improving people’s housing welfare, the research questions are 

developed as below:  

Research question 1: What effect do the affordable housing programs have on improving 

housing conditions for the urban poor in Chinese cities? And how do the outcomes differ across 

localities?  

Research question 2: What are the mechanisms of local discretion in program development and 

service delivery that explain such disparity? 
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1.3. Scope of the study   

The empirical examination of this study focuses on two affordable housing programs, both initiated 

after 2007, which together form the core of China’s current affordable housing strategy aimed at 

delivering the government’s commitment to “adequate housing for all”. These two programs are: 

1. Public Rental Housing (公租房) (PRH) program: initiated as a nationwide program in June 

2010, the program assists eligible individuals/households facing housing affordability stress 

with affordable rental support in the form of in-kind public rental units supply or/and cash 

rental subsidy. The target population include a) low- to lower-middle income local 

households, b) tertiary graduates, and c) qualified migrant workers (in host cities).  

2. Urban Shantytown Upgrading (棚户区改造) (USU) program: initiated as a nationwide program 

in December 2009, the program aims to revitalize urban shantytown residential areas while 

assisting in housing poverty alleviation and improving living conditions for the low-income 

shantytown dwellers. The target residential areas include a) industrial and mining 

shantytowns, b) urban dilapidated residential neighbourhoods, and c) urban villages.  

Acknowledging that China’s affordable housing regime is a “multi-tiered housing security system” (多

层次住房保障体系), the rationale to limit the investigation focus of this study on these two programs is 

twofold. Firstly, these are the two programs initiated post-2007, as part of the government’s 

aspiration to deliver its commitment to “adequate housing for all”. This corresponds with the aim of 

the study, which concerns the recent evolution of Chinese affordable housing provision and its 

impact on people’s welfare. Secondly, since their initiation both programs have received substantial 

political promotion and financial support from the central government. This indicates rich 

opportunities for comparative analysis of central-local interactions in the policy implementation 

process and its influences on local government behaviour in different localities, in line with the 

analytical approach of this study.  

The empirical examination draws on documentary analysis and data collected during the fieldwork, 

conducted in Guangzhou, Shanghai, Chongqing, Shenyang and Fushun in 2016. It focuses on large, 

top-tier municipalities as they present complexity of housing problems deriving from issues including 

market distortion, migration pressure and political interest. They offer rich and diverse policy 

environments and social stratification contexts for the current study, that aims for in-depth 

understanding of implementation diversity of local governments in addressing housing issues under 

the social welfare framework.  
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Under each program, the comparative analysis considers Chongqing and Guangzhou for Public 

Rental Housing program study and Liaoning and Shanghai for Urban Shantytown Upgrading program 

study. This selection draws on concerns of both relevance and complexity. The theoretical base 

comprises two groups of studies (Chapter 4). First, Barrett and Fudge’s (1981) essays on Policy and 

Action, which argues that implementation should be considered as “a policy-action continuum in 

which an interactive and negotiative process is taking place over time, between those seeking to put 

policy into effect and those upon whom action depends (p. 25)”.  Applied to the current study, it 

draws attention to the dynamics of central-local interactions in explaining policy outcomes and the 

practical reality that some local governments innovate, while others do not, in policy process. 

Second, the current literature on Chinese central-local relations and local government behaviour 

studies, which highlights two groups of behaviour patterns. One is the incentivised compliance 

behaviour, induced by the “political tournament” model of competition (rooted in the Chinese 

bureaucratic system) (Zhou, L 2010). The other is the “muddling through” behaviour, which 

represents reactive responses by local governments in face of multiple pressures and policy 

uncertainty (rooted in multiple bureaucratic logics) (Zhou, X et al. 2013).    

Proceeding with these theoretical leads, the location selection for comparative investigation of each 

program uses the distinct “program initiation” behaviour as a defining variable for diverse case 

choices, with the aim of bringing diversity to the focus of implementation analysis. Thus, for the PRH 

Program study, Chongqing makes the case for policy innovation while Guangzhou is recruited as a 

diverse case for comparison. Guangzhou presents some very different policy contexts and housing 

challenges from Chongqing, yet the city embraced the program with considerable adaptation effort. 

For the USU program study, while Liaoning spearheaded the nationwide bandwagon of the 

shantytown upgrading initiative, the program adaptation experience of Shanghai provides a good 

comparison given the city’s long history of market-base urban renewal and gentrification, dating 

back to the early 1990s. That said, this location selection, with Guangzhou and Shanghai both being 

first-tier large municipal cities, inevitably limits the generalization of the research findings in terms of 

providing a complete picture of housing governance across urban China. Nonetheless, they do 

though present highly contrasting patterns of incentive structures and power dynamics in 

comparison to the pioneer city’s context, which allow the investigation of distinctive behaviour 

patterns of local governments in the process of implementing national policy mandates. In this 

sense, the research findings are to set a starting point for the future study.    

1.4. Overview of the study  

Overall, this research is motivated by the observation of prevalent disparity between policy and 

practice in Chinese affordable housing provision in urban areas. To reveal the underlying causes, it 

delves into the implementation process of particular housing programs at the municipal level, 
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searching for insights into what happened, why and how it happened in particular local contexts, 

and their association with the policy outcome, considering who has been served and who has been 

left behind.  

The thesis comprises six further chapters, organized as follows. Chapter 2 forms the background 

knowledge of the research by elaborating the evolution of housing problems in contemporary China. 

It first discusses the theoretical underpinning of “the housing problem” from a developmental 

perspective in an international context and then brings the Chinese experience under scrutiny. This 

includes a critical reflection on the historical legacy, market reform implications and the housing 

challenges currently confronting China’s government in the process of its rapid industrialization and 

urbanization. The classification analysis of the Chinese urban poor and its spatial implication in the 

final section sets the analytical ground for the research that aims to bring the diversity of the needy 

social group and their housing welfare to the policy impact analysis.  

Chapter 3 shifts the conversation from “problem” to “policy”, synthesizing the competing theories, 

debates and empirical discoveries of housing policy, systems and practices derived from the 

international experiences and demonstrates how China is positioned in this broad comparative 

discussion. It then turns attention to the scholarship of Chinese housing policy studies, describing 

and analysing the changing role of government in housing as China transitions from a centrally 

planned economy to a more market-oriented system, and, more recently, from a pro-growth, 

market enabling regime to a more people-oriented, “basic needs guarantee” system. Drawing on the 

critical reflection, Chapter 3 argues for the need to investigate the diversity of implementation 

behaviour of local governments in managing housing issues, aimed at a better understanding of the 

policy effectiveness in the context of China’s transitional market economy.  

Chapter 4 outlines the analytical framework and research design, which forms the structural and 

theoretical base for the empirical investigations designed to achieve the aim of the study. The first 

half draws on the existing literature of Chinese bureaucratic and fiscal studies on central-local 

relations, providing a theoretical base and operational description of the analytical framework. The 

second half explains and justifies the research design, including the program scope, location choices, 

as well as the data collection and processing methods.  

Chapter 5 and 6 present the empirical study of the two core programs of China’s current affordable 

housing regime, the Public Rental Housing provision (with implementation in Chongqing and 

Guangzhou), and the Shantytown Upgrading (with implementation in Liaoning and Shanghai). Both 

chapters begin with the elaboration of program evolution at the national level, describing the 

historical context and driving forces that have shaped the progress of policy making to its current 

state. The description of the policy content, concerning program goals and targets, resource 

arrangements, operational design and monitoring measures, as instructed by the national policy, 

sets the starting point of the investigation. The chapters then delve into the implementation process 
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in respective case study cities, using a parallel structure to bring key factors, including city context, 

program initiation/adaptation, resource mobilization and outcome performance, under scrutiny. Put 

together, they help to highlight the existing challenges and priority issues that city governments face 

when making particular policy choices and adaptations to housing programs in the implementation 

process. Both chapters close with synthesising case study findings through a comparative lens, 

generating arguments about the contributing factors to the discretionary behaviour of local 

governments in delivering social housing objectives and their implications for the overall housing 

welfare across different target groups and between cities.  

Finally, Chapter 7 concludes the research findings and discusses the implications of the study in 

direct response to the research aims and identified gaps in the current theories reviewed in the 

background chapters. Drawing on these analyses, the chapter then outlines the major contributions, 

limitations and future study directions of the current research, followed by the final concluding 

remarks.  
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Chapter 2    

The housing problem in China’s transition to a market economy 

This chapter reviews and analyses the evolution of the housing problem and the spatial segregation 

of the urban poor in contemporary China. It starts with a literature review on international housing 

studies, considering “what is the housing problem?” and “how has such a problem emerged, 

changed and redefined over time?” from a developmental perspective. It then brings the Chinese 

experience into the discussion, analysing the changing nature of the housing problem as China has 

transformed from a socialist command economy to a market system, accompanied by rapid 

industrialization, urbanization and modernization. During this process, the housing problem has 

evolved from a supply deficiency issue to an affordability challenge, becoming a major contributor to 

social inequality in urban areas. The spatial segregation of the urban poor in Chinese cities illustrates 

such situation.  

2.1 Defining the housing problem  

2.1.1 Why is housing different? 

Housing is a basic human need. Acknowledging the deep symbiotic relationship between people and 

their houses, Stone (1993) remarked:   

“Housing, if it is adequate, provides privacy and security against intrusion, both physical and 

emotional. It is the principal locus of personal and family life. It defines our community and 

determines our access to jobs, to services, to stores, and to significant other people in our lives. 

It contains not only our material possessions, but our dreams and our despair.” (p. 1)   

Stone’s description emphasises the social attributes of housing, one that recognises a house as much 

more than just a physical shelter, but as a home, part of the core institution of our society, having a 

pervasive impact on all aspects of our existence. From this perspective, access to adequate and 

secure housing is arguably a primary concern of people’s well-being and a core focus of social policy 

and development scholarship.  

Housing is also a capitalist commodity that reflects the wider economy of society. In comparison 

with other social policy areas, such as education, health or social security, the provision of housing 
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has been delivered most typically through the market process (Forrest 2013). Despite the consensus 

that housing retains a central dimension of inequality and the distribution of resources in a society, 

comparative social policy analysts from Wilensky (1975) to Esping-Andersen (1990) have “tiptoed” 

around housing in constructing their welfare state observation (Kemeny 1995, p.174). In his 

comparative research on the rise and fall of social housing provision in six countries across Europe 

and the USA, Harloe (1995) put forward a political-historical analysis on this institutional peculiarity 

of housing, suggesting that:   

“in capitalist societies there tends to be an inverse relationship between the degree to which 

there are major opportunities for private accumulation in various aspects of human needs 

provision, and the extent to which such provision may, in certain historical conjunctures, be 

wholly or partly decommodified.” (p.3). 

This echoes Torgersen’s (1987) metaphor that describes housing as “the wobbly pillar under the 

welfare state” in reference to the inherent complexity of housing as both a basic human need and a 

capital-intensive consumer good. In light of the government’s retrenchment from the housing arm of 

the welfare state in Great Britain in the 1980s, Cole and Furbey (1994) went even further to call 

housing “a stillborn social service lodged within a capitalist dynamic of property relations” (p.6).  

Thus, for housing theorists, it is the importance attached to housing as part of the economy that 

entails its “awkward position in welfare thinking” and a persisting “challenge to those who seek 

equity and efficiency improvements for society to this day.” (O’Sullivan & Gibb 2003, p.1). This multi-

dimensional nature of housing contributes to the complexity of housing problems that influence 

policy options and the changing orientation of government intervention in the functioning of the 

housing market, and the distribution of housing welfare among different household groups. Housing 

is indeed a unique area of social policy studies.   

2.1.2 Defining the housing problem  

The housing problem, as a focus of social policy and government intervention, is an enduring 

concern that varies across nations and evolves over time (Forrest & Lee 2003). One of the outcomes 

of international comparative housing studies has been the emphasis on the importance of historical, 

demographic, economic and social structural differences in explaining the cause and manifestation 

of housing problems. Taking variety and complexity as a starting point, Donnison and Ungerson 

(1982) proposed that “housing problems can be solved, and many have been”, but “the housing 

problem is never solved: it only changes” (p. 13). 
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The disequilibrium analysis of housing deficiency  

Burns and Grebler’s (1977) disequilibrium analysis describes housing problems in four scenarios of 

“deficiency”, whereby the supply or stock of dwellings fall short of the need that cannot be 

mediated by price in the market due to a “Static”, “Dynamic”, “Spatial” or “Qualitative” 

disequilibrium (pp.4-12). While the first two scenarios both involve absolute shortage of housing 

supply in reference to the population factor within a particular geographical context, they differ in 

terms of timing as the “Static disequilibrium” describes a current issue and the “Dynamic 

disequilibrium” pertains to the changing pattern of such disparity in an either widening or narrowing 

trend. “Spatial disequilibrium”, on the other hand, is concerned with the territorial mismatch 

between housing supply and housing demand across the nation, a typical situation brought about by 

rapid industrialization and urbanization. The cause of such a scenario has its roots in spatial fixity as 

a key attributor of housing, whereby, when economic growth and industrial expansion triggers 

migration flow across regions and urban-rural boundaries, the situation of housing shortage in one 

location and surplus in another occurs. The final scenario, the “Qualitative disequilibrium”, shifts 

away from quantitative measurement towards qualitative analysis of housing deficiency. The typical 

scenarios involve housing supply in the form of slum settlements, overcrowded or substandard 

dwellings, where households are under-housed relative to the minimum standard of adequacy 

acceptable to the community.  

It is important to note that Burns and Grebler’s description of housing problems is to set the 

framework for their empirical research which considers the role of housing as both dependent and 

independent variable of a nation’s general economic development in the post-World War II era. In 

other words, the scope of their analysis is limited the macroeconomic ramifications of housing 

deficiency, which leaves both the microeconomic and social-cultural aspects of housing deficiency 

out of the discussion. For example, barriers to housing accessibility of particular social groups caused 

by institutional or social-cultural discrimination.     

The affordability challenges of housing needs  

The neoliberal era since the 1980s has seen a continued decline of social rental housing, both 

absolutely and proportionately, and a matching increase in the share of owner occupation across the 

industrialised world, starting with Britain and the USA (Malpass 2008). This has brought the financial 

aspects of housing, given its capital-intensive nature as an asset, investment and consumption, to 

the centre of housing debate. For individuals, housing problems are now most typically an 

affordability issue, reflecting the disparity between housing expenditures and their household 

income (Kutty 2005). Such a trend has coincided with the rising inequality in wealth and income in 

most capitalist societies, in which heightened segregation and inequality in housing provision is at 

the core of the phenomenon, concerning both causes and consequences. Besides, since housing 

weighs heavily in the overall wellbeing of every family, with its quality closely associated with 
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people’s health, education, work productivity, and social issues, this “affordability” aspect of the 

housing problem is therefore “particularly acute and the source of problems of the entire economy 

as well as for individual households” (Stone 1993, p. 3). 

‘Affordability’ may be an easy concept to grasp in general, but how to measure it in practice, in order 

to inform policy responses, remains a topic of debate. This is largely attributed to the broad scope of 

what constitutes ‘housing stress’, which can be associated with various scenarios of financing 

difficulties and accessibility issues facing individuals from a wide range of social groups (Gabriel et al. 

2005, p.6). It involves, most typically, the cost burden for households where incomes are insufficient 

to meet rental or mortgage costs, or for first home buyers whose financial capacity falls short of 

meeting the deposit hurdle. It can also refer to a household’s struggle in dealing with issues that 

reflect inequality produced elsewhere, such as problems concerning tenure security, housing 

adequacy or access to public services and social protection in a given society. Given this complexity, 

there appears to be no single accepted universal approach to determining housing affordability 

(Milligan et al. 2007). The various assumptions are often context specific, providing reference to the 

target groups for whom the policy responses are particularly intended.   

The housing “Price-to-Income Ratio (PIR)” is probably the most commonly used indicator when 

assessing housing affordability at the city level. By measuring the relationships between household 

incomes and housing or rental costs, this ratio approach is based on the assumption that, “for 

households, access to adequate housing means that housing expenditures do not take up an undue 

portion of their income” (UN-HABITAT 2004, p.24). In practice, analysts usually use the “Median 

Multiple” (the quotient of median house price or annual rental costs divided by gross annual median 

household income) to rate housing affordability for comparison purposes: either to assess the 

overall performance of a housing market over time (Stone 2010), or to enable cross market analysis 

to indicate the relative extent of housing affordability problems amongst cities or across nations 

(Demographia 2015). However, the “Median Multiple” approach provides little guidance for policy 

intervention regarding how many, and which kinds of households are experiencing housing 

affordability stress, and to what extent. Focusing on these concerns, analysts tend to use 

“benchmark average or percentile levels of incomes and costs” to assess the extent of cost burden 

between household types and their changing circumstances over time (Paris 2007, p. 2). A popular 

practice is the use of 30% benchmark, under which households who spend 30% or more of their 

gross income on housing (mortgage payments or rents) are considered to be “under housing stress” 

(Gabriel et al. 2005).  

Criticizing the conceptual limitation and mathematical simplicity of the fixed-ratio approach, some 

researchers have called attention to the trade-offs between housing costs and non-housing 

consumption, attempting to capture the scale and extent of the problem in the context of a 

household’s overall living conditions (Stone 1993; Kutty 2005; Yang, Z. & Chen, J. 2014). In essence, 

they propose to consider the difference between household income and housing expenditure - the 
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‘residual’ income left after paying for housing - rather than the ratio, as the appropriate indicator of 

housing affordability (Stone 2010). Building on Stone’s (1993) ‘shelter poverty’ discussion, Kutty 

(2005, p. 118) introduced the concept of “housing-induced poverty” and uses the “residual income 

standard” as the measure to indicate the extent of housing affordability challenges. In theory, the 

residual income approach helps to identify the size of the needy population more accurately, so as 

to effectively inform policy targets and enable the detailed measurement of policy implementation 

(Yang, Z. & Chen, J. 2014). In practice, however, its reliance on examiner’s subjective assumption of 

households’ expenditure has drawn criticism in practice, leaving the ratio approach as the preferred 

measure for most researchers (Gabriel et al. 2005).  

Inadequate housing and slum associated problems  

Another dimension of the housing problem is the challenge of slums and the associated poverty and 

social inequality issues, particularly in the developing world. According to UN-HABITAT’s Slum 

Almanac 2015/2016:  

“In our world, one in eight people live in slums. In total, around a billion people live in slum 

conditions today. This not only amounts to a rather unacceptable contemporary reality but 

to one whose numbers are continuously swelling. In spite of great progress in improving 

slums and preventing their formation …. the slum challenges remain a critical factor for the 

persistence of poverty in the world, excluding fellow humans and citizens from the benefits of 

urbanisation and from fair and equal opportunities to attain individual and collective 

progress and prosperity.” (p. 2)      

As a widespread global issue, the emergence of the slum is most typically described as a process 

when the accelerated pace of urbanization brings about a rapid influx of rural-to-urban migration, 

creating pressures on housing, transportation, public services and employment opportunities that 

urban authorities fail to cope with (Freire 2013). In many cases, this legacy of rapid urbanization 

becomes further compounded by the aggressive commercialization of land markets in developing 

cities, creating risks of eviction and displacement for already vulnerable populations (Marcuse & 

Kempen 2000).  

Focusing on its physical features, in practice, the term “slum” can be applied to a great variety of 

urban residential areas. It ranges from old housing districts, with poorly conditioned units subdivided 

and rented out to lower-income groups, to the vast informal settlements, with dwelling qualities 

varying from temporary shacks to permanent structures, and tenurial arrangements differing greatly 

(UN-Habitat 2003). Despite their various forms, the common experience of slum living involves 

consistent discrimination and disadvantage, limited access to basic public services and urban 

governance, tenure insecurity and the threat of forced eviction (Roy et al. 2014). What has made 
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them a challenge to policymakers, though, is “the level of perpetual poverty, deprivation and socio-

spatial exclusion to which the people residing in them are subjected to live in, a condition that also 

affects the overall prosperity of the cities and towns in which they exist.” (Un-HABITAT 2016, p.4). 

2.2 The housing problem in China’s context 

Drawing on the international experience, the housing problem overall, being a complex variable of 

social and economic development, comprises multiple dimensions that need to be measured, 

ranging from quantity to quality, to affordability and accessibility. This suggests that, in a policy-

making context, one needs to consider the constrained housing needs through both quantitative and 

qualitative lens, taking into account the undermining factors from both market and the institutional 

environment. Drawing on this framework, this section describes and analyses the complexity of the 

housing problem in contemporary China, in the process of its transition from a socialist command 

economy to a market system, characterised with rapid industrialization, urbanization and growth in 

rural to urban migration. 

2.2.1 The evolving housing supply issues in China’s transition to a market economy 

Socialist housing provision and supply shortage in pre-reform urban China  

Following the founding of the People’s Republic of China (PRC) in 1949, a socialist welfare housing 

provision system was established in urban China alongside the adoption of the Soviet-style 

command economy under Mao’s totalitarian state rule. This process involved gradual nationalization 

of the existing private housing stock and the development of a public housing sector via state owned 

enterprises and institutions (work units 单位) (Wang, Y. & Murie 1999). Under the principle of state 

socialism, the decommodification of housing was, on the one hand, to promote public welfare and, 

on the other, to facilitate industrialization and working-class formation (Zhou, J. & Ronald 2017). 

Notwithstanding this ideological stance, public spending on housing development during the Maoist 

era was greatly constrained by the limited fiscal capacity of the government and the perceptions 

that housing investment was a drain on the state’s resources, away from the commitment to 

industrial and economic growth (Chen, J., Yang, Z. & Wang, Y. 2013). By the late 1970s, when the 

political turmoil and disruptions of the Cultural Revolution led to a further decline in public finance 

for housing, the problems concerning housing shortages, overcrowding and deteriorating 

neighbourhoods had become prevalent in urban areas.   

In the initial years of the New China, on the one hand, the private rental sector was allowed to 

continue to meet housing needs, while forcing urban landlords to shoulder the responsibility for 

property management and repairs (Chen, J., Yang, Z. & Wang, Y. 2013). Meanwhile, strong rent 

control was applied to the entire rental housing supply, in order to protect the interests of tenants 
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and help keep family budgets under control. It was not until the late 1950s that the large-scale 

nationalisation of urban land and private housing was carried out, when state socialist 

transformation in major sectors of the economy had mostly been finalised (Wu, F. 1996). This was 

also in response to mounting public complaints concerning housing shortages and inadequacy, and 

the idea that state ownership of housing would help to eventually eliminate class exploitation, thus 

enhancing social equality (Wang, Y. and Murie 1999).  

While similar to other socialist command economies, where public housing functions as a form of 

social welfare, the Chinese experience differed in a way that work units, as representatives of the 

state, took direct responsibility for the construction, distribution, and management of public housing 

for the urban work force (and their dependants) (Wang & Murie 1999). In practice, while the 

government assumed the role of funding and regulating the public housing sector, the housing 

allocation and rent management were decentralized to each individual work unit, with housing 

offices set up internally to implement building projects and maintenance activities (Wu, F 1996). For 

urban residents, this meant that housing access was in effect tied up with employment, as part of 

the wage package designed in ways to reinforce economic incentives to production. This 

arrangement was, on the one hand, praised for being more sensitive to employees’ needs and more 

responsive to urgent housing problems of urban working households. On the other, it was criticised 

for contributing to long-term economic inefficiency and social inequality (Wu, F. 1996; Wang, Y. & 

Murie 1999; Chen, J., Yang, Z. & Wang, Y. 2013; Zhou, J. & Ronald 2017).  

On the supply side, during the 1950s, although there had been some substantial new constructions 

of urban housing via state funding through work units, the development was limited to a few large 

cities due to fiscal constraints and resource scarcity (Wang, Y. & Murie 1999). In the following two 

decades from 1957, urban housing construction and investment was maintained at a minimum level, 

falling well short of the housing demand derived from urban population growth and industrial 

expansion (Huang Y. 2003). Stagnation occurred first during the Great Leap Forward movement 

(1958-1961) when priority was accorded to heavy industry as the key to quick industrialization, and 

the concentration of state investment and public resources at the cost of consumption and lagging 

light industry and public services. From 1966 to 1976, the political turmoil of the Cultural Revolution 

led to a further decline in public housing investment. Although rents were kept very low in all urban 

areas, the problem of housing shortages and poor living conditions became extremely acute in the 

1970s (Wang, Y. & Murie 1999). Housing standards in terms of per capita living space in fact 

declined, dropping from 4.5 square meters in the early 1950s to 3.6 square meters in 1978 (Yang, Z. 

& Chen, J. 2014, p.20).  

Market reform and transition towards a “homeownership society”  

The launch of economic reforms and the open-door policy in 1978 marked the turning point in 

China’s transition from a command economy to a market system. Reform to the urban housing 
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system was considered indispensable to this process. In essence, housing was re-commodified and 

market provision was introduced, thus converting the sector from being “a drain on the state’s 

resources” to “a driver of economic growth” (Man, J. Y., Zheng, S. & Ren, R. 2011). The ultimate goal 

was to restructure the present system of urban housing provision as part of wage payments, moving 

towards market allocation and housing privatization.   

The initial focus of housing reforms in the 1980s was to address the problem of severe housing 

shortage, which involved encouraging new sources of investment to boost housing construction and 

promoting commercialization and privatization through experimental programs (Wong, Heady & 

Woo 1995, p.195). From the late 1980s through the mid-1990s, notwithstanding a substantial 

expansion of housing construction and improvement in living conditions for urban residents (Figure 

2.2.1), the combination of slow pace in rent increases, unaffordable purchase prices and lack of 

financing meant that distortions in consumer choice continued (p. 207). Corresponding to the slow 

progress in direct sales of commercial houses to individuals in the market, the majority of new builds 

were in effect sold to state enterprises and government institutions, which they then let out to their 

employees and eventually sold off at discounted prices to the sitting tenants internally (Wang, Y. & 

Murie 1999, p.1485). As a result, the dependency of urban residents on work units for their housing 

needs largely persisted, with enterprises remaining the source of affordable housing. 

Under the program of public housing privatization from the early 1990s, work units sped up efforts 

to sell off their housing stock to sitting tenants at discounted or even below cost prices, which, in 

return, often came with restricted property rights (Wang, Y. 2007, p.139). Without full and complete 

ownership rights over the unit, home buyers were restricted from resale in the property market for a 

certain period of time, typically five years. Thereafter, however, when market values started to 

increase from the early 2000s, for those who did have the opportunity to obtain homeownership 

under the privatization programs, their experience became “one of the greatest wealth transfers 

(from state to households) in history” (Kroeber 2016, p. 76). The problem though, was that not all 

urban residents were able to reap the benefits of the reform. More often than not, it was those 

already privileged individuals that benefited most, exacerbating market distortion and social 

inequality.     

Another outcome of the housing reform during this period that had far-reaching implications was a 

significant imbalance in the real estate development across different regions. Table 2.2.1 illustrates 

such a situation as of 19951. Alongside a rapid increase in the nationwide urban housing investment, 

surging from 58 billion yuan in 1988 to 328 billion yuan in 1995 (Figure 2.2.1), the development was 

largely concentrated in large cities of the east coast region including Shanghai, Beijing, Jiangsu, 

Zhejiang, Guangdong, and Fujian.  

                                                           
1 The information on real estate development and management by regions only became available in the national statistics 
release from 1995.      
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Table 2.2.1 Real estate development and management by regions 1995 

National  
Provinces/ 
Municipalities 

Investment   Construction  Companies (units) Revenue (million yuan) 

Cumulative 
investment  

(billion yuan) 

Floor Space under 
construction 
(million sqm)  

 **Total  
of which: 

state owned 
companies  

Commercial 
sales  

Rent 
receipts  

National  677.55 466.90 23,190 9869 125,828 2,579 

Guangdong  151.78 88.75 4,793 1703 26,717 1,320 

Shanghai  90.93 50.75 1,673 759 14,591 406 

 Beijing  76.28 28.05 444 183 10,299 81 

Zhejiang  43.39 40.34 1,580 558 11,248 84 

 Jiangsu  40.38 35.10 1,641 618 9,881 80 

 Fujian  36.92 0.33 1,245 314 4,987 132 

* Share of national 65% 52% 49% 42% 62% 82% 

Liaoning  34.21 28.70 1,077 564 8,554 41 

Shandong  28.39 25.46 1,037 472 6,342 33 

 Hubei  26.04 20.44 1,092 478 2,991 51 

 Sichuan  24.38 29.04 1,521 588 4,052 71 

 Hainan  16.59 6.52 394 155 932 31 

 Tianjin  12.92 10.17 415 198 2,770 26 

 Henan  11.91 13.95 848 401 2,611 66 

 Guangxi  10.70 8.66 624 251 1,514 18 

 Hebei  9.60 9.42 420 260 2,254 22 

 Hunan  9.12 9.96 815 405 1,530 21 

 Yunnan  8.45 5.35 221 151 2,235 9 

Heilongjiang  7.54 9.63 295 184 2,431 4 

 Anhui  6.61 9.00 618 327 2,130 10 

 Shaanxi  6.60 5.63 307 169 1,392 6 

 Jilin  6.35 6.94 291 179 1,877 20 

 Jiangxi  4.33 7.12 500 262 934 12 

 Shanxi  3.23 3.79 272 168 712 2 

Xinjiang  3.04 2.32 158 87 660 10 

Guizhou  2.88 4.81 344 130 555 10 

 Gansu  2.42 3.06 245 100 616 2 

 Inner Mongolia  1.64 1.90 206 134 600 3 

 Ningxia  0.63 1.13 68 36 320 5 

 Qinghai  0.30 0.58 46 35 94 2 

*** Tibet  - - - - - -  

Note:  

*Share of national: the total of Shanghai, Beijing, Zhejiang, Jiangsu, Guangdong and Fujian as share of national development; 

** Total of real estate companies including State-owned, Collective-owned, Foreign funded and Overseas Chinese from Hong 

Kong, Macao and Taiwan funded.   

*** Tibet: no data available for Tibet  

Source: National Bureau of Statistics: China Statistical Yearbook 1996, pp. 5-33; 5-34; 5-36; 5-37  
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As the table 2.2.1 illustrates, by the end of 1995, 65% of the total completed real estate investment 

nationwide (from construction commencement) had been expended in just these six provinces and 

municipalities. In terms of the industry development, nearly half of all established property 

companies at the time were from this region, where in 1995 the total property sales value amounted 

to nearly 78 billion yuan, making up 62% of the aggregation of the nationwide sales of commercial 

housing. While the spatial correlation between the regional economic development and the real 

estate investment explained this outcome from the initial stage of market reform, it led to a trend of 

convergence in the movement of population and distribution of industry and public resources across 

regions, such as quality schools, hospitals and infrastructures. From the early 2000s, with the sector 

emerging into a mainstay industry of China’s urban economy, the impact of real estate market on 

economic growth intensified, characterised by widening regional disparity.  

 

Source: National Bureau of Statistics (1978-1998): China Statistic Yearbook, pp. 6-5, 10-26.  

From 1998, following the release of the State Council’s Notice on Further Deepening Urban Housing 

System Reform and Accelerating Housing Construction (State Council 1998, Document 23), China’s 

urban housing reform entered into a new era. The practice of direct housing provision through work 

units finally ceased. In leading this momentum, three aspects of macroeconomic context were 

relevant. First was the 1997 Asian Financial Crisis, whereby reduced export demands put the Chinese 

economy under enormous pressure. The housing sector, given its potential for stimulating domestic 

growth and consumption, was particularly targeted as an economic driver and it was believed that 

its expansion could help offset the impact of economic turbulence in the region (Yang, Z. & Chen, J. 

2014). Second was the acceleration of state-owned enterprises (SOE) reforms from the mid-1990s, 

whereby the government tightened the budget constraints on enterprises (Naughton 2007). The aim 

was to facilitate SOE restructuring and market transition while encouraging labour mobility and skill 

transferring. Third was the rising vacancy of newly built commercial houses, from 22% in 1994 to 

48.5% in 1998 (Liu, H. 1998, p. 134), of which the continued role of work units in housing distribution 
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and management was considered a major impediment.  

As a result, the combined efforts in market enabling by introducing financing tools and the final push 

of public housing privatization led to the acceleration of China’s urban housing tenure transition 

towards a “homeownership society” (Ye J., Song, J. & Tian, J. 2010). As Figure 2.2.2 displays, 

commercial houses purchased by individual households increased dramatically from 33 million sqm 

in 1995 to 287 million sqm in 2003, which coincided with its steady rise as a dominant portion of the 

total sales of commercial houses, surging from 49% to 96% throughout the period. By 2007, more 

than 80% of urban housing units were privately owned (Man, J. Y., Zheng, S. & Ren, R. 2011), 

compared with less than 10% prior to 1990 (World bank 1991).  

 

Source: National Bureau of Statistics: China Statistical Yearbook (1999-2004), p. 6-47. 
 

2.2.2 The complexity of China’s housing affordability challenge  

The rise of housing affordability challenge in Chinese cities 

From the early 2000s, when commercial housing development took off and real estate emerged as a 

key engine of China’s urban economy, housing prices began to skyrocket in most cities. Concerns 

about an overheated housing market, affordability, and housing inequality loomed large (Xinhua 19 

December 2004). At the release of the State Council’s 2003 Notice on the Promotion of Sustainable 

and Healthy Development of Real Estate Market (State Council 2003, document 18), the government 

reflected that:  

“Over the past five years (since 1998), substantial progress has been achieved in deepening 

urban housing system reform, accelerating housing construction and boosting housing 

consumption, and people’s housing conditions have improved greatly. The steady development 
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of the residential real estate market has made great contribution to stimulating economic 

growth and improving people’s living standard. At the same time, however, it is important to 

acknowledge that, so far, the development of our real estate market is uneven, with evident 

supply and demand distortion and overheated housing price and investment observed in some 

regional markets; the service provision of the real estate market is still undeveloped and housing 

consumption needs to be further explored; and the property development and trading activities 

need to be better regulated while the implementation of market supervision and intervention 

has to be improved.” (State Council 2003, document 18)    

In the aftermath of a nationwide housing price hike in 2004, fear of a housing bubble crisis became 

even more evident (Yang, Z. & Chen, J. 2014). The media described the situation as seeing “a 

naughty boy climbing a flagpole, going higher and higher, ignoring his parents' concerns for his 

safety. The more people look at him, the more excited he becomes, and the higher he climbs.” 

(Xinhua 19 December 2004). The government saw the problem in the market, in its failure and 

associated issues of supply-demand mismatch. In response, a series of monetary and regulatory 

interventions were initiated to curtail the speculative behaviour of private investors (General Office 

of State Council 2005, Document 26 & 2006, Document 37), and meanwhile to encourage an 

increase in investment in small and moderate-size units and public housing assistance (State Council 

2007, Document 24).  

The effect of these various administrative interventions on tackling market distortions was rather 

limited. Policy efforts through credit control and monetary tightening did “work” in terms of bringing 

about short-term impact on the housing market, with demonstrated decline in the volumes of 

investment and transaction, and, eventually, the supply of new houses (Yang, Z. & Chen, J. 2014). 

However, they did not manage to curb speculative demand in the market, nor the long-term growth 

of housing prices (Figure 2.2.3). A prevailing market perception was that the government’s 

commitment to economic growth exceeded its commitment to housing affordability (Naughton 

2010). Thus, when the spill-over effect of a sharp housing slow-down impacted on urban economy 

and employment, policy implementation began to loosen up. A new round of price surges ensued.  
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Source: National Bureau of Statistics: China Statistical Yearbook (2001-2015), p. 6-47.  

 

Notes: 
1. The selected 43 sample cities include: 2 first-tier cities Beijing and Shanghai; 4 new first-tier cities Shenzhen, Tianjin, 

Guangzhou, and Chongqing; 20 second-tier cities Hangzhou, Shenyang, Dalian, Hefei, Xi’an, Qingdao, Kunming, 
Suzhou, Ningbo, Nanjing, Wuhan, Chengdu, Harbin, Fuzhou, Changchun, Zhengzhou, Ji’an, Wuxi, Shijiazhuang, and 
Changsha; 8 third-tier cities Xiamen, Taiyuan, Nanchang, Wenzhou, Nanning, Wulumuqi, Guiyang and Quanzhou; 
9 fourth-tier cities Sanya, Haikou, Lanzhou, Yinchuan, Xining, Jiaxing, Putian, Beihai, and Huhehaote.  

2. The price-to-income ratio (PIR) calculation: international practice typically uses the “Median Multiple” (the quotient of 
median house price or annual rental costs divided by gross annual median household income) to rate housing 
affordability. This approach, however, doesn’t apply to China due the lack of data availability. Instead, the average house 
price and average per capita disposable income are used, which sheds light on the middle-income housing affordability 
in sample cities and its trend over time:  

PIR = (AP average house price yuan per sqm x M standard unit size sqm) / (I average per capita disposable 

income x N standard household size) 

In this report (Zhou Jingqui et al. 2016, p.179), the average housing standard is set for 90 sqm for a 3-person 
household. 

Source:  Zhou J. et al, 2016 pp. 178-196; pp. 412-422.  
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Figure 2.2.4  Housing Affordability Index: Price-to-Income Ratio 2005-2014 
based on 43 representative cities
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Using residential property sales data from Wind financial database, Zhou Jingkui and his colleagues 

examined the changing pattern of housing affordability conditions in urban China (Zhou, J. 2016). 

Figure 2.2.4 shows their result on the price-to-income ratio (PIR) of Chinese cities between 2005 and 

2014. The data was drawn from 43 representative cities covering all regions of China. Overall, it 

reveals a deteriorating situation of housing affordability for average urban households from 2005, 

which then peaked in 2010 followed by a gradual improving course through 2014. Putting this into 

the international perspective, taking the rating system of Demographia International housing 

affordability Survey as a reference 2, the PIR ranging between 7.57 and 9.83 indicates that housing 

markets in urban China were actually “severely unaffordable” throughout the whole period.  

Moreover, using China’s tiered city system3, the research also shows significant disparity in housing 

affordability conditions across different local markets (Table 2.2.2). It appears that “the higher the 

tier the city ranks, bringing a corresponding more mature housing market, higher average housing 

price and per capita income, the worse the housing affordability conditions for local residents” (Zhou 

J. 2016, p.195). Given that the housing affordability gap tends to be the largest for the poorest 

groups in the least affordable cities (Demographia, 2015), this draws analytical attention to the 

“housing stress” of the urban poor, particularly in the more developed first and second tier cities 

including their large population of “temporary migrants” from rural areas.     

Table 2.2.2 Housing affordability index: 43 representative cities in tier group 2005-2014 

 Overall First-tier New First-tier Second-tier Third-tier Fourth-tier 

2005 7.57 10.37 8.51 7.56 6.96 6.52 

2006 7.91 10.63 9.54 7.48 7.56 7.29 

2007 8.42 12.44 10.57 7.71 8.34 7.34 

2008 8.16 11.57 10.09 7.35 8.27 7.71 

2009 8.87 13.81 10.61 7.86 9.39 8.22 

2010 9.82 15.44 11.87 8.58 9.94 9.77 

2011 9.07 12.56 11.42 8.13 9.94 8.05 

2012 8.29 11.9 10 7.47 9.13 7.47 

2013 8.11 12.13 10.58 7.1 8.58 7.48 

2014 7.83 11.43 10.64 6.59 8.32 7.87 

Source:  Zhou J. et al, 2016 pp. 192-193. 

                                                           
2 Taking the rating system of the Demographia International housing affordability Survey as a reference, it ranks ‘median 
multiples’ of the given markets into four groups from “affordable” (3 and below) to “severely unaffordable” (5.1 and 
above) (Demographia, 2015). 

3 China’s tiered city system groups cities into five categories: First, New-first, Second, Third and Fourth-tier. Note there is 
no official definition for the tiers and the fact that many common defining factors for categorization, such as local GDP, 
population size, development of infrastructures and services, tend to change over time, the purpose of the analysis is less 
about static assessment of housing affordability for a particular tier level city group, but more about to define the 
interrelationship between these defining factors and the housing affordability of a given local market. 
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Land-based municipal finance and China’s “ever-growing” housing bubble   

Since the early 2000s, real estate has become a key driver of China’s urban economy. In 2007, the 

nationwide annual sales of residential properties reached over 2,550 billion yuan and the total value 

of the sector accounted for 1,185 billion yuan (4.61% of GDP), compared with 343 billion yuan in 

1998 (NBS). Meanwhile, in the decade from 2003, housing prices in Chinese cities increased by an 

average 168% and nearly 250% in fast growing cities such as Shanghai, Beijing and Guangzhou (NBS). 

A buoyant demand for homes alongside China’s rapid industrialization and urbanization was indeed 

part of the story. The logic that considers keeping housing prices growing as an overriding imperative 

for urban economy was, in effect, derived from the problematic practices of land-based municipal 

finance by local government.    

To begin with, the historical milestone that set the stage for China’s rapid urban expansion and 

booming real estate market was the urban land reform in 1988, under which cities were allowed to 

sell land-use rights to developers and investors, while retaining public ownership (Wang, Y. & Murie 

1996, Hin, L. 1999). In essence, this land leasing policy was an infrastructure-financing strategy, 

enabling Chinese municipalities to kick-start massive urban infrastructure development. It has also 

become a key component of China’s fiscal decentralization (Wong 2013). Following the 1994 tax 

sharing reform, which entailed fundamental changes in the distribution of budgetary revenues in 

favour of the central government (Figure 2.2.5), revenue-sharing arrangements for land leasing and 

land-related taxes, as a major source of extra-budgetary revenues, reversed direction, with all now 

being kept by local authorities (Zhou, L 2010). Faced with burgeoning expenditure needs and 

significant revenue shortfalls from the formal fiscal system, the reliance of local governments on 

land sales for public finance intensified, whereby “land has moved to the centre of local politics” 

(Hsing 2010, p.5).  

 

Source: Author’s calculation based on data from the National Bureau of Statistics: Central vs. Local budgetary revenue and 
expenditure 1988-2016 http://data.stats.gov.cn/search.htm  
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The de facto monopoly of local authorities in the primary land market has in effect turned local 

governments into “land entrepreneurs” (Peterson 2006). The manipulation included land supply 

controls, in which land granted (出让) for residential development was kept “strategically” low, thus, 

to boost competition among developers, pushing up land prices through the process of “tender, 

auction and listing” (招拍挂) (Su, F. & Tao, R 2017, p.242). Figure 2.2.6 shows a steady increase in 

overall land transaction price for all construction use since the early 2000s. When looking into the 

breakdown data (available in the Land and Resources Statistic Year Book 2005-2009), it reveals that 

between 2004 and 2008, land supplied for residential use (including both commercial and affordable 

housing uses) accounted for only 23% of the total land granted for all uses, which was in contrast to 

its 60% share of the total transaction value of all land granted over the period.  

When placed in a fiscal context, with accelerated urbanization and the real estate boom pushing up 

housing demand and land prices, the land-leasing fees as a ratio of the local budgetary revenues 

continued to increase, surging from less than 10% before 2000 to 55% in 2003 and nearly 70% in 

2010 (Figure 2.2.7). The problem was further compounded by the fact that land financing in China 

also involves borrowing against the future value of state-owned land for urban investment, relying 

on a continually booming property market for viability (Wong 2013). As a result, on the market front, 

speculation ensued, stemming from the perception that government has a strong incentive and 

preference for housing prices to be high and rising (Naughton 2010).  

 

Note: 
1. State-owned land of construction use including land supplied for a) industrial use, b) commercial use; c) residential 

use; and d) others (public management and services, transportation, water facilities, etc.). 
2. In addition to the land supply via “granting” (出让), state-owned land is also supplied via allocation, lease and other 

ways. Between 2001 and 2014, land supplied via granting accounted for about 60% of total land supplied for 
construction use nationwide.  

Source: Author’s calculation based on data from the China land and resources statistical Yearbook: “State-owned land of 
construction use supplied by land-use type and by region” (2005-2015) 
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Note: 
1. “Local budgetary revenue” is a total of tax and non-tax revenues collected by local governments of the year;  
2. “Land transaction fees” are the total transaction price value of the state-owned land supply via “granting” (出让) 

through “agreement” (协议) and “tender, auction and listing” (招拍挂) of the year 
Source: Author’s calculation based on data from China land and resources statistical Yearbook (2005-2015) and the 
National Bureau of Statistics: local budgetary revenue 1999-2014 http://data.stats.gov.cn/search.htm  

Urbanization and migrant housing challenges    

Urbanization has dominated China’s extraordinary economic expansion, whereby the transition from 

a planned economy started in rural areas. Post reform, with the launch of the Household 

Responsibility System4 in rural areas, leading to a remarkable growth in agricultural productivity in 

the 1980s, the emergence of the Township and Village Enterprises, especially in the coastal region of 

Yangtze and Pearl River Deltas with the introduction of foreign investment, paved the way for rural 

surplus labour to transfer into non-farming sectors (Naughton 2007). Throughout the 1990s, the 

further liberalization of labour mobility led to the accelerated influx of rural to urban migration, 

reaching its first 100 million mark by the end of 1999 (Ministry of Labour and Social Security 2002). 

In 2015, China’s urban population reached 771 million or 56% of the total population, compared 

with 36% in 2000 and 18% in 1978. Meanwhile, the number of rural migrant workers has exceeded 

277 million, and the non-agricultural sector is now responsible for over 90% of China’s national 

economy (Figure 2.2.8) 

                                                           

4 The Household Responsibility System 家庭联产承包责任制 was introduced at the Third Plenary Session of the 11th CPC 
central Committee, under which collectively owned land, machinery and other facilities, as well as production tasks were 
contracted to farmer households. Households could thus make operating decisions independently and sell the surplus 
production beyond the collective quotas in the free market at market prices.   
http://www.china.org.cn/features/60years/2009-09/16/content_18534697.htm  
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Figure 2.2.7 The ratio of land transaction fees to local budegtary revenue 1999-2014
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Source: National Bureau of Statistics: Annual monitoring survey on Rural-Urban Migrant Workers 2009-2015 
http://www.stats.gov.cn/tjsj/zxfb/201604/t20160428_1349713.html   

This unprecedented urban expansion has, at the same time, brought great challenges to Chinese 

cities, including accelerated demand for public infrastructure and basic services, particularly 

affordable housing. For rural migrant workers, lacking sufficient training, skills and relevant social 

and human capital, many have been trapped at the lower end of the earning scale in host cities, 

falling into extreme housing stress. This issue has been particularly acute in fast-growing larger cities, 

especially those on the first and second tiers. While hosting the vast majority of migrant workers, 

they are amongst the least affordable markets in China, with severe constraints on land supply, 

population density and fast-growing housing and living costs.  

Meanwhile, the persistence of the household registration or “hukou” (户口) system5, being an 

institutional barrier restricting migrants from receiving public services on an equal basis with native 

residents, has further compounded the housing difficulties of many low-paid rural migrant workers, 

exacerbating housing inequality in urban China. Back in the days of China’s command economy, such 

a policy measure to control people’s movement across urban and rural boundaries was considered 

necessary (Fu, Y., Zheng, S. & Ren, R. 2011). With access to basic daily necessities and public services, 

such as housing, healthcare and education, inextricably linked to a person’s birthplace, the hukou 

system has effectively reinforced urban-rural divide and regional disparity in contemporary China 

from its commencement. Post reform, notwithstanding the gradual relaxation of restrictions on 

residence permits that allowed eligible rural-origin migrants to obtain “urban hukou”’ in small towns 

                                                           
5 The hukou or household registration system 户口 was put in place originally in 1958 by the Chinese government to control 
the movement of people between and across urban and rural areas. Although revised with significant changes over the 
years, the system remains in use and required by law. In particular, the registration record officially identifies an individual 
by their hometown origin and by urban versus rural status, which persisted as a barrier for rural migrants to become urban 
citizens or simply claim for local public services and social security benefits in the city where they work (Fu, Zheng & Ren 
2011, p. 61).   
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and cities6, hukou-based social exclusion and employment discrimination against rural migrant 

workers has largely endured, especially in large cities with an excessive influx of migrants (Huang, S. 

2015).  

The prevalence of the marginal housing situation of rural migrant workers in host urban society 

illustrates this problem. Until recently7, addressing growing housing demand and affordability 

challenges for the influx of rural migrant workers had remained a peripheral concern of city 

governments for public services. In effect, the policy8 had always emphasised the responsibility of 

enterprises to ensure basic housing needs for their migrant employees, by providing dormitory 

accommodation in the form of collective living or rental subsidy to assist private rent in the market. 

The underlying assumption was to consider rural migrant workers as part of the temporary segment 

of the urban labour market, disregarding any aspirations they may have to settle down in host cities 

(Wu, W. 2002). As a result, lacking local hukou and therefore constrained from participating in the 

mainstream urban housing system on an equal basis with native residents, most rural migrant 

workers have had their housing choices limited to either employer-provided temporary 

accommodation or private rental at the lower end of the market, given their earning disadvantage 

(Figure 2.2.9). In terms of access to housing assistance, the national monitoring survey shows that 

more than 40%9 of rural migrant workers received no help of any kind from their employers (NBS). In 

the public sector, despite the gradual expansion of the government’s involvement in subsidizing 

housing for urban low-income households since 2007, less than 3% of rural migrant workers had 

been beneficiaries of government assistance by the end of 2016. Meanwhile, more than 8 million (or 

6%) were found to be living in a space under 5 sqm and over 30% renting in units with no private 

toilet facilities (NBS 2017).  

                                                           
6 In June 1997, the State Council approved the proposal by the Ministry of Public Security (MPS) for the Pilot Program of 
Hukou Reform in Small Towns and Cities Accordingly, rural labourers who have obtained stable employment in non-
agriculture sector and/or with a stable source of income in small towns or cities and have legally and continuously resided 
there for two or more years will be eligible to apply and be granted a local urban permanent hukou. In total, 382 small 
towns and cities across the country were selected as participants in the program (Huang 2015, p.92) 

7 In September 2011, the State Council issued the Guidance for the development and management of affordable housing 
(General Office of the State Council 2011, document 45), in which, alongside the launch of the Public Rental Housing 
scheme, rural migrant workers were for the first time included as the target population of the mainstream government 
housing assistance (section 3.1).    

8 The first national policy that touched on the housing issues of rural migrant workers is the State Council’s Notice on 
Employment Management and Service Provision for Rural to Urban Migrant Workers (State Council 2003, Document 1), 
which stipulated that recruiting enterprises must ensure the hygienic and safety standard for the dormitory provided for 
their rural migrant employees. In 2007, the MOHURD issued the Guidance on Improving Housing Conditions for Rural 
Migrant Workers (MOHURD 2007, document 276), which explicitly defines hiring enterprises as the responsible body to 
improve housing conditions for their migrant employees, while requiring local governments to provide policy supports.        

9 According to the NBS annual monitoring survey on rural migrant workers, in 2015, more than 46% of rural migrant 
workers received no housing assistance in host cities, compared with 42% in 2009.   
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Notes: “Employer-provided accommodation” ranges from built dormitory units to temporary/portable housing on 
construction/business sites.  
Sources: National Bureau of Statistics: Annual monitoring survey on rural migrant workers 2009-2015 
http://www.stats.gov.cn/ztjc/ztfx/  

2.3. Spatial segregation of the urban poor in Chinese cities 

The above section reviews the changing dynamics of China’s housing problem, from a predominantly 

“supply” issue within the social welfare domain under a socialist planned economy, to an 

“affordability” and “accessibility” issue emerging in the process of rapid industrialization and 

urbanization alongside the country’s transition towards a market economy. Housing is now both a 

major contributor to and a defining factor of social inequality in urban China. Acknowledging the 

deep symbiotic relationship between access to adequate and secure housing and people’s well-

being, this section draws attention to the composition of China’s urban poor and their spatial 

segregation in Chinese cities.  

2.3.1 Who are the urban poor in China? 

Privileged welfare status of urban residents in socialist China  

Back in the days of China’s command economy, farmers were tied to the land and restricted from 

migrating into cities under the hukou system, whereas urban residents were assured of a relatively 

‘privileged’ status, enjoying lifelong job security and comprehensive welfare benefits (Naughton 

2018). This was established in accordance with the socialist ideology, whereby urban workers were 

entitled to a full range of benefits, including access to low-priced food, health care, pension upon 

retirement, education for the children, as well as low-cost housing close to their workplace (p. 131) 

In practice, while the government assumed the direct control over job allocation for individuals, 

work units were responsible for providing services and benefits to their employees (Wu, F. et.al. 
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2010). This was also part of the political strategy to facilitate rapid industrialization and working-

class solidarity (White 1998). As a result, despite economic hardship and therefore comparatively 

low-level incomes for urban workers at this time, the guaranteed access to welfare benefits through 

their workplace had the effect of keeping urban poverty under control (Wu, F. et.al. 2010, p.4). 

Meanwhile, of course, not all urban residents were “within the system”. There have always been the 

disadvantaged groups, people with disabilities, the elderly without children or spouse, and those 

who had no source of livelihood and no work ability to support themselves (Solinger 2017). These 

households, known as the “three withouts” (三无), generally survived on social relief assistance 

provided by the government through the local Civil Affairs departments.  

Economic reform and the “re-emergence” of China’s urban poverty  

Post reform, rapid economic growth, urbanization and industrialization has coincided with the rise of 

social inequality, whereby Chinese society has changed from one of being “dualistic but egalitarian” 

(Naughton 2018, p.246) to "among the most unequal countries in the world” (Jain-Chandra et, al. 

2018). Part of this dramatic change was the emergence of China’s “new” urban poverty, a process 

shaped by the sweeping reform measures accompanied by the institutional legacy of the urban-rural 

divide in social and economic management (Wang, Y. 2004, Wu, F. et, al. 2010). In particular, it 

involved the rapid downsizing of the state-owned sector from the mid-1990s that caused massive 

layoffs of urban workers, coinciding with the withdrawal of the government from comprehensive 

welfare provision. It was also the result of government-led urbanization, leading to huge rural to 

urban migration flows compounded by the persistence of hukou discrimination in the urban labour 

market and public services.  

Following the initial success of the rural reform, restructuring to the urban economy started from 

1984. The government began to dismantle its old system of price control, while giving the urban 

state-owned enterprises (SOEs) greater autonomy in their production and management (Wong, 

Heady & Woo 1995). The introduction of a bonus system, with improved incentives, resulted in the 

improved productivity and performance of SOEs throughout the 1980s. Meanwhile, by allowing 

private enterprises to enter many industries, especially in the commercial and service sectors, 

market forces began to gain ground in China’s urban economy (Naughton 2018). From 1993, in the 

light of Deng Xiaoping’s “Southern tour” speech that endorsed “Development is the only hard truth”, 

China accelerated market transition through launching bolder institutional reforms. In the following 

decade, the intensified industrial and public sector state-enterprise restructuring and downsizing, on 

the one hand, paved the way for the private sector to take off. On the other, it resulted in reduced 

job security and increased income inequality among urban workers. By 2003 almost 50 million urban 

residents in the state sector were laid off (Naughton 2018, p.214). China’s urban unemployment rate 

peaked at 10% in 1997 and remained above 8% for the following five years (p.215). The outcome 

was a dramatic increase in urban poverty and inequality, a situation clearly illustrated by China’s 
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urban Gini coefficient, which worsened from 0.166 in 1983 to 0.33 in 2004 (Li, S. & Sicular 2014).    

Meanwhile, the acceleration of SOE reforms coincided with the collapse of the old work-unit-based 

urban social safety-net provision. To fill the gap, the “Minimum Livelihood Guarantee System” (最低

生活保障制度) or “Dibao” system was introduced as the new social assistance program under the 

direct administration of the Ministry of Civil Affairs (MCA) (Solinger 2017). The aim, in theory, was to 

ensure the basic living standard for urban residents, so that everyone was able to meet the 

necessary expenses of basic food, clothing, shelter and children’s education. More practically, it was 

also put forth in accordance with “stability-oriented” objectives, aimed at “pacifying protesting laid-

off workers”, thus allowing the enterprise reforms to proceed smoothly (p.48). Starting in Shanghai 

in 1993, the program quickly expanded and formally launched nationwide in 1999. By July 2002, 

urban Dibao recipients exceeded 19 million (p.49), representing 3.8% of China’s registered urbanites, 

of which nearly half (48.7%) were laid-off, retired, or unemployed former urban workers (p. 52).  

For implementation, however, research indicated that the Dibao system had been far from adequate 

in eliminating urban poverty. The World Bank report, drawing on independent household surveys 

conducted in 35 largest cities (2003/04), suggested that although “the program is very well targeted 

to the poor, it falls well short of perfecting targeting”, leaving three-quarters of households eligible 

for Dibao out of assistance (Chen, S., Ravallion & Wang, Y. 2006, p.25). Solinger (2017, p.51) 

criticised the program in regard to the steady decline in the national average urban Dibao norm 

(poverty lines) as a percentage of the average disposable income of ordinary urban residents: falling 

from 21% in 2003 to under 16% in 2010. In other words, in addition to its limited coverage, the 

effectiveness of Dibao program in enabling urban poor to meet their basic needs was increasingly 

under question.  

Concerns were also raised in relation to the rapid deterioration in income inequality in Chinese 

cities. By using the World Bank’s 2008 global poverty line, set at USD 1.25 per day (purchasing power 

parity), Li and Sicular (2014, p.21) found, in 2007, 2.2% of the total population of absolute poor in 

China lived in urban areas, compared with 4.2% in 2002. In this sense, poverty in China was primarily 

a rural phenomenon. However, when measured in relative terms, by using 50% of median income 

(national average of urban) as the benchmark, poverty incidence among urban residents had, in fact, 

increased from 11.88% to 12.37% over this same period (p. 21). This suggested that as economic 

growth lifted more urban residents out of absolute poverty, the living standards of the low-income 

households improved at a much slower rate. Figure 2.3.1 demonstrates this concerning pattern: 

from 2002 to 2012, while the annual income of the wealthiest group increased by almost 45,000 

yuan, at the bottom among the lowest income group, the increase was just merely 5,800 yuan. 

Compounded by surging living costs, income inequality has led to the growing population of urban 

working poor.    
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Sources: National Bureau of Statistics: China Statistical Yearbook 2002-2012, p. 10-2.   

The “invisible” urban poor: landless farmers and rural migrant workers  

In addition to the traditional “Three withouts” disadvantaged urban needy households and the rising 

poverty among the laid-off, unemployed and low-income urbanites, resulting from drastic economic 

restructuring, rising inflation and lagging social welfare performance, landless farmers and low-paid 

rural migrant workers constitute the third group of China’s new urban poor (Wang, Y. 2004). In 

comparison, however, stemming from China’s unprecedented urban expansion and internal labour 

migration, the struggle of this group until recently remained “invisible” within the policy context of 

urban poverty discussion. The persistence of hukou-based urban-rural divide and its induced 

restrictions on equal access to public services and employment protection for migrant workers in 

host cities have been the chief contributors to the problem.   

In the pre-reform era, China’s socialist welfare regime was far from comprehensive at the national 

level. The state’s commitment to welfare benefits only applied to urban dwellers, who comprised 

less than 18% of the total population prior to 1978 (White 1997). In rural areas, while land reforms 

since 1950 succeeded in overthrowing the exploitative feudal landlord system, replaced by collective 

farming and “people’s commune system”, for rural residents, membership of the new agricultural 

collectives included few entitlements to government services (Wang, Y. & Murie 1999). In essence, 

this urban-rural dichotomy in administrative provision and resource distribution was attributed to 

China’s then development strategy, which Naughton (2007) labelled as “Big Push industrialization” 

by giving “overwhelming priority to channelling the maximum feasible investment into heavy 

industry” (p.56). The introduction of the hukou system in 1958 and its stringent approach to 

discouraging rural-to-urban migration in the aftermath of ‘Great Leap Forward’ intensified such 

control and “the dualistic system gradually hardened into something much more pervasive, rigid, 
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and insidious.” (Naughton 2007, p.116). This, according to Wang and Murie (1999, p. 29), largely 

explains why large-scale slums on the edges of big cities, as found in most third world countries, 

have not appeared in China. However, under these arrangements by keeping farmers on land, rural 

populations were unfairly denied the opportunity to seek a better life in the fast-developing cities.  

Post reform, although access to urban hukou has been gradually liberalized, the possession of an 

urban residence permit is still a primary form of identity in Chinese society and a defining criterion 

for access to public services and resources in urban areas (Cai, F. 2012). In the early 1980s, when the 

Household Responsibility System supplanted collective farming and people’s commune, the land 

ownership in the countryside remained with the collective, who then redistributed land-use rights to 

individual households on a contract basis (China.org, 2009). For rural households, although access to 

farmland was in principle guaranteed, as well the rights to their own houses and the associated land, 

the collective ownership and “fuzzy” property rights of rural land meant that individuals could not 

use land as collateral for borrowing or trading in an open market (Zhang, X. 2007).  

From the late 1980s, under the system the “city leading counties”, municipal governments were 

assured of power over land use planning in former urban-rural fringes and land requisition in the 

rural periphery (Hsing 2010). During the early 1990s, about 10 million mu (or 666,667 hectares) of 

agricultural land was converted each year, replaced with new towns and infrastructure projects 

(Wang, Y. 2004, p.49). This unprecedented urban expansion, led by city governments, drove millions 

of rural households out of farming. Other than receiving a small amount of cash compensation, 

displaced farmers were only able to retain their collective ownership to the land plots originally 

designated for their residence in the rural village (termed Zhaijidi 宅基地 in Chinese) (Wang, Y., Du, H. 

& Li, S. 2014). These residential plots, now encircled by urban environs, due to their retained rural 

collective ownership, were often bypassed by city governments for urban planning and regulatory 

control (Chen, F 2013). Remaining untouched in their original rural residential settings, they formed 

the unique phenomenon of “urban village”, or Chengzhongcun 城中村 in Chinese, directly emerging 

from the institutional dilemma in China’s land reform politics. Meanwhile, for the residing landless 

farmers, because of their continued rural household registration (hukou), they were virtually left 

alone to seek new livelihoods, having little access to employment support or basic social assistance 

under the urban administration of the area. As a result, when the compensation money ran out, 

many had to join “the army of migrant workers”, seeking job opportunities in the urban economy, 

with some ending up slipping into poverty (Wang, Y. 2004, p.49).  

The group of “invisible” urban poor also included the large population of low-paid rural migrant 

workers. Throughout the 1990s, when the economic reforms and labour market liberalization 

enabled hundreds of millions of rural labourers to leave the land, flocking to the country’s major 

cities for employment and a better life, many were caught in a “hukou” dilemma. Without an urban 

hukou, it meant that they had limited access to public services and benefits in host cities, but by 

giving up their rural hukou, they would likely have to “voluntarily surrender” their land to the village 
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collective (Zhao, Y. 1999, Cai, H. & Wang, J. 2008, Hao, P & Tang, S. 2015). As a result, a great 

majority of rural migrant workers decided to leave some family members on the land while they 

work and live in the cities, sending money back home for support. For those who brought family 

along, they faced extra living costs for housing and children’s education (Wu, F. et.al 2010).  

The prevalence of this “semi-urbanization status” (半城市化) of rural migrant workers was reinforced 

by their income disadvantage in the urban labour market. Despite becoming an indispensable 

component of China’s urban workforce, a great majority of rural migrant workers have remained 

trapped at the lower-end of the earning scale. This was in part due to their lack of social and human 

capital and often limited education and skill training when entering the urban labour market. It was 

also the result of “artificial barriers” imposed by city governments, especially when facing mounting 

pressure to create jobs and maintain social stability amid economic restructuring or overcapacity 

adjustments (Huang, S. 2015). For example, during the second half of the 1990s, when the sweeping 

state-owned enterprise (SOE) reforms led to massive layoffs alongside privatization or closure of 

SOEs, hukou-based hiring restrictions became stringent in urban labour markets and as a result, rural 

migrant labourers were hired mostly to take undesirable jobs, being either dangerous, dirty or 

demeaning and therefore not wanted by local native residents (Yang, Y. and Shi, M. 2005). 

Nonetheless, taking on tough jobs or working longer hours did not necessarily result in higher 

income for rural migrant workers, with recent data showing their salaries are, on average, less than 

60% of urban native employees (Figure 2.2.6). In the policy context, while there is no dispute that 

low-skilled rural migrants are the poorest paid workers in cities, their situation of institutional and 

economic marginalization has long remained a mere periphery concern to the Chinese urban 

authorities (Wang, Y. 2004, Wu, F. et.al 2010).  

    
Sources: National Bureau of Statistics: Annual monitoring survey on rural migrant workers 2009-2016 & China Statistic 

Yearbook: Employment and Wages & Income and Consumption 2009-2017  
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2.3.2 Areas of poverty in Chinese cities  

The post-reform market transition and widening social and income inequality have also resulted in 

spatial segregation in Chinese cities, whereby “the urban poor, both official and unofficial, were 

increasingly concentrated in certain areas.” (Wang, Y. 2004, p.52). These areas include typical 

“downgraded” and “left-behind” residential pockets in either old traditional housing districts or the 

so-called “urban villages” in former urban-rural fringes. They also involve impoverished “workers’ 

villages” or housing estates associated with declining state enterprises, as well as temporary 

dormitory accommodation on factory or construction sites.   

Dilapidated traditional old housing areas 

Like in other parts of the world, urban renewal and infrastructure expansion has been a key 

component of the modernization process for Chinese cities, particularly since the urban land and 

housing market reforms through the 1990s. In the following decades, most cities have experienced 

dramatic urban transformation, a process that has typically involved large scale demolition of old 

buildings to make way for commercial development and relocation of residents from inner-city 

neighbourhoods to new suburbs on the city fringes (Wang, Y. Du, H. & Li, S. 2014). During this 

progress, however, in almost every large city, there has appeared leftover pockets of old residential 

areas, bypassed by urban developers due to perceived ‘extra cost’ concerns, construction or 

technical difficulties (Wu, F. 2016). In some cases, the carrying out of the projects could be halted by 

market disruptions or sudden policy change, affecting the decision-making of local authority and 

property investors (He, S. 2012). Over time, a lack of proper maintenance and timely repairs has 

caused rapid degradation of these left behind neighbourhoods and housing conditions further 

deteriorated when better-off home owners started moving out, converting old houses into 

overcrowded tenements for extra income.  

Becoming a prime location for the urban poor (Wang, Y. 2004, p. 52), these dilapidated traditional 

housing areas often have a diversified composition of residents. They comprise original 

homeowners, mostly senior or disadvantaged families with limited financial capacity or resources to 

move themselves out, and also low-income tenants, mainly migrant workers but also young 

graduates, attracted to the area for their convenient location and cheap rent. This diversity, in turn, 

creates further complexity for the future redevelopment of the area, given the differing interests 

between the residing low-income homeowners, the off-site property owners, and low-income 

tenants.   

Impoverished former state enterprises “workers’ settlement” 

By the end of the 1990s, the urban housing reform and market transition had eventually dismantled 
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work-unit based housing provision. In the process of “privatization”, as mentioned earlier, urban 

workers were offered the opportunity to purchase their residing units in former “workers’ 

settlement” (公房棚舍) (enterprises built housing estates) at discounted prices. In the early 2000s, 

when the housing market began to take off, many better-off residents left the old units for newer 

and larger homes through subsidized market housing purchase (Wu, F. et.al 2010). In contrast, there 

appeared the concentration of poor laid-off and retired workers in some of the worst former state 

enterprises housing estates.  

The mining shantytowns in the rust belt region of China’s Northeast old industrial base resemble a 

typical case of these former housing estates. Mostly built in the 1950s and 60s, the original purpose 

was to provide temporary shelter for miners and their families (Li, L. & Zhang, H. 2014). They were 

often simply constructed and under-equipped due to funding constraints and the promotion of the 

value of “production first, personal life second (先生产后生活)” that prevailed at the time. From the 

late 1970s through the 1980s, driven by a “marriage boom” owing to a baby boom from the mid-

1950s, many of these residences underwent considerable expansion, largely carried out by the 

residing families, in the absence of proper planning and safety protection. From the mid-1990s, 

while the acceleration of SOE reforms resulted in large-scale redundancy in the regions’ heavy and 

mining industries, the combination of a high concentration of laid-off workers and poor 

environmental conditions led to the rapid degradation of many of these over-crowded 

neighbourhoods (Ni, P. et.al 2012). Over time, many such neighbourhoods have slipped deeper into 

social isolation and economic deprivation.  

Dormitory accommodation for migrant workers  

Various types of dormitories around construction sites and industrial estates are typical of the 

accommodations available for low-paid rural migrant workers. Often provided as part of a wage 

package, on-site residences help to facilitate long hours of work, which, in turn, decreases the 

employer’s labour costs (Logan, J.R. Fang, Y. and Zhang, Z 2009; Li B. & Duda, M. 2010). The 

nationwide survey on rural migrant workers in 2009 found that 89.8% were working longer hours 

than legally permitted (44 hours a week according the Labour Law), with an average up to 58.4 hours 

a week or 26 days a month (NBS 2010). In the past decade, notwithstanding positive steps by the 

government to ameliorate this problem, the excessive over-work situation has largely persisted.  

Moreover, lacking sufficient policy enforcement to ensure the housing quality of employer-provided 

accommodation, housing conditions for migrant workers have been inconsistent and unregulated 

across industries (Li, B. & Zhang, Y. 2011). For employers in manufacturing, mining or the 

construction sector, building a dormitory compound on site of their already acquired industrial land 

can be a cheaper solution than to subsidize workers to rent in the private market. Simple design and 

high-density setup are the common economical approach. The employer provision by companies in 

the service industry, on the other hand, has been more constrained, given their limited access to 
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cheap vacant land for dormitory construction. If provided, on-site accommodation often consists of 

a temporary space, utilised by day for the business operations and converted to sleeping quarters at 

night. Despite the obvious inadequacies of this housing arrangement, the national survey found that 

in 2015, about 4.8% or 8.1 million rural migrant workers were living in such conditions nationwide 

(NBS 2016).  

Urban villages  

As touched on earlier, the formation of “urban villages” originated from China’s unprecedented 

urban expansion, compounded by the institutional dilemma in China’s land politics and the 

associated urban-rural divide. Part of the outcome was a growing population of landless farmers and 

their struggle to cope with urban life where little government support was provided. During the 

1990s, acknowledging the gap in the rental market for cheap accommodation, driven by the huge 

rise in rural to urban migration, many rushed to expand their village houses, converting them into 

subdivided rental units for additional family income. In the absence of proper government 

regulation, most of these extensions were poorly structured, with insufficient safety controls and 

limited basic hygiene facilities. Nonetheless, their typical low cost and easy access make them 

attractive to low-income tenants, especially those low-paid rural migrant workers (Chen, F 2013). 

Over time, it has become increasingly common for these entire villages to become a “migrant 

enclave” when the better-off original villagers began moving out for better housing conditions 

elsewhere in the city (Liu, Y. et al. 2010).  

In addition to their typical low quality and high-density housing conditions, more recently, threat of 

eviction has become increasingly prevalent among urban villages, especially those in the central 

built-up areas (Jiang, X 2013). This is in part a result of the speeding up of urban renewal programs 

by city governments, in order to better extract the land value and boost domestic demand (Wang Y., 

Du, H. & Li, S. 2014). It also stems from the stigmatization of urban villages for being “enclaves of 

rural labourers”, seeing them as embarrassing “eyesores” of urban spaces, that are unclean, 

undesirable, unhealthy, and therefore need to be removed (Liu Y. et al. 2010). Defenders, on the 

other side, tend to highlight the positive implications of urban villages, in providing a means of 

income for the landless farmers and affordable residential spaces as well as an entry point for low-

skilled migrants before becoming integrated into urban society (Song, Y., Zenou, Y. & Ding, C. 2008; 

Liu, Y. et al. 2010; Wang, Y., Du, H. & Li, S. 2014). 
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2.4. Summary  

To sum up, this background chapter described and analysed the housing problem in China’s 

transition to a market economy. Reflecting on the international experience, it acknowledged that, 

notwithstanding the universality of the housing problem, every country has its own scale and nature 

of housing problems, which, in most cases, evolves over time in line with the socioeconomic 

progression of the given society. In the case of China, the focus of the housing problem has shifted 

from a predominantly “supply” issue, featuring severe housing shortage, overcrowding and 

deteriorating facilities due to the constraints of public finance and disruptions of political turmoil 

throughout the first three decades of the PRC, to a growing housing “affordability” and “inequality” 

concern, emerging from the process of China’s market transition. Post reform, despite the significant 

improvements to housing supply through market enabling and commercial development, housing 

prices skyrocketed in most cities from the early 2000s. Housing is now both a major contributor to 

and a defining factor of social inequality in urban areas, where spatial segregation has become an 

important feature of Chinese cities. In this regard, the classification analysis of the Chinese urban 

poor and its spatial implication in the last section of the chapter highlighted the understanding that 

the urban poor is not a homogenous social group and their experience of housing poverty contains a 

great diversity (Wu, F. et. al. 2010, p.1). This, in turn, sets the analytical ground for this research, to 

bring the diversity of the needy social groups and their improved housing situations as a result of 

government intervention to the focus of policy effectiveness analysis. The next chapter considers the 

role of government and the housing policy evolution in China’s rapid social, economic and 

urbanization transition.     
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Chapter 3    

Housing policy: theories, practice, and the experience of China 

The chapter begins with a critical review of the competing theories, debates and empirical 

discoveries of housing policy, systems and practices derived from international experiences. The aim 

is to position China in a broader theoretical discussion of the welfare state development and 

comparative housing policy studies. It then turns attention to the scholarship of Chinese housing 

policy studies, describing and analysing the changing role of government in housing as China 

transitions from a centrally planned economy to a more market-oriented system, and, more 

recently, from a pro-growth, “homeownership” enabling regime to a more people-oriented, “basic 

needs guarantee” system. In this process, whereas the policy priority has been greatly influenced by 

the socioeconomic and demographic change, as well as challenges deriving from rapid urbanization 

and globalization, the institutionalization of paradigm shifts will necessarily take a long time to 

pursue because of the complex central-local relations in the Chinese model of urban governance.      

3.1. Theorising housing policy: international practices and debate 

3.1.1 Defining the role of government in housing 

Access to adequate and secure housing is a basic human need, which has a pervasive impact on all 

aspects of our socio-economic wellbeing. Historically, however, it was not until after World War II 

that social pressure for government intervention in housing provision gained momentum in 

industrialized countries (Forrest 2013, p. 344). In this process, while housing advocates argued for 

public housing provision as part of a broader welfare state approach, economists contended that 

state intervention in housing should aim to achieve productive and allocative efficiency within a 

market system. Central to this dialogue is an ideological debate over the role of government in 

housing, in reflecting on the dynamics of housing intervention in the capitalist market economy.  

Housing and the post-war welfare state 

In his renowned lectures on Citizenship and Social Class delivered in Cambridge in 1949, T.H. 

Marshall made a novel contribution in exploring the evolution of “citizenship,” and its impact on 

social classes in Britain over a several centuries: from the achievement of “civil rights,” coinciding 
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with the rise of capitalism from the late 17th century, to the acquisition of “political rights” in the 19th 

century, and, finally “social rights,” alongside the emerging post-war welfare state in the 20th century 

(Marshall 1950). According to Marshall,  

“Citizenship is a status bestowed on those who are full members of a community. All who 

possess the status are equal with respect to the rights and duties with which the status is 

endowed… Social class, on the other hand, is a system of inequality. And it too, like 

citizenship, can be based on a set of ideals, beliefs and values. It is therefore reasonable to 

expect that the impact of citizenship on social class should take the form of a conflict 

between opposing principles.” (p.18)  

In developing his conclusion, Marshall drew on his observation of the social services extension in 

post-war Britain, and argued that, even though “it is not primarily a means of equalizing incomes”, 

what matters was that “there is a general enrichment of the concrete substance of civilised life, a 

general reduction of risk and insecurity, an equalization between the more and the less fortunate at 

all levels” (p. 33). He continued “Equality of status is more important than equality of income” (p.33), 

and that “the preservation of economic inequalities has been made more difficult by the enrichment 

of the status of citizenship.” (p. 45).  Thus, emphasising the individual right to material resources and 

social services, Marshall’s “social citizenship” thesis was sharply distinguished from the “moral 

necessity” argument, which, being a popular theory in 1940s and 50s in Britain, perceives the 

promotion of welfare policy as a matter of charity, driven by social consciousness on grounds of 

fairness (Higgins 1981).  

In terms of housing, in Marshall’s observation, “claiming no more than a roof over his head” was 

“the basic right of individual citizen”, which was within the domain of welfare state and therefore 

part of “the general obligation of the state towards society collectively” (p.35). The aim, in Marshall’s 

viewpoint, was clearly not at absolute equality; rather, it was to provide social services in the form of 

a “guaranteed minimum” that would not “interfere with the freedom of the market” (p. 47). 

Reflected in practice, as Malpass (2004) described, “the long-term view of public housing” in post-

war welfare state development in Britain “was that it would provide a residual service, underpinning 

the market, rather than competing with it.” (p. 215) 

In contrast, Marxist scholars articulated their observation of the post-war emerging welfare state 

around their critique of capitalism (Doling 1997).  Emphasising class inequality and labour 

exploitation as the core of capitalist system, they argued the extension of social services in capitalist 

societies as preserving the class structure favourable for capital accumulation on the one hand and 

maintaining social order on the other (Offe 1984, Doling 1997, pp. 66-67). Thus, differing from 

Marshall’s “social rights” analysis, which emphasises the individual’s pursuit of welfare interests 

through power-sharing and democratic bargaining procedures, the Marxist viewpoint sees the rise of 

the welfare state as in line with the “needs of capital”, thus “a compromise forced on capital to 
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protect its own existence” (Doling 1997, p. 68). As far as housing policies were concerned, Marxist 

criticism tended to view the “residual” provision of social housing as contributing to the continuation 

of political and economic inequality in capitalist societies. In effect, as Miliband (1977) observed, 

policy often works to the advantage of the better-off, rather than the needy. 

Moving away from the social rights and class inequality focus of sociologists, political economists 

view the long boom of the welfare state in post-war industrialised societies as an intrinsic part of 

Keynesian policies of economic expansion, where an increase in government spending on social 

services was primarily aimed at boosting demand and economic activity, thus ensuring full 

employment and macroeconomic stability (Folin 1987, Barlow & Duncan 1994, Esping-Andersen 

1996). In this view, public investment in welfare provision meant “sustained support for consumer 

demand, for a whole range of production standing in for ‘missing markets’, in health, education or 

social rental housing for example, which the private sector was not about to recognize.” (Barlow & 

Duncan 1994, p. 2) 

Following the first oil shock, the mid-1970s marked an important milestone for welfare state 

development (Malpass 2004).  At a time of crisis and turmoil, with the economy entering recession, 

tax revenue began to decline, and unemployment began to rise. It became harder to defend the 

welfare polices established in the post-war era (Bottomore 1992).  The welfare state entered into 

the phase of redefinition and renegotiation (Malpass 2005, p.9). Although change proceeded 

differently in different parts of the welfare state, housing proved to be the area most affected by the 

right-wing strategy of rolling back the state from direct provision (Le Grand 1991). Malpass and 

Murie (1999) suggest such a tendency for social housing provision to decline and become 

superseded by private home ownership as corresponding to the development of a capitalist market 

economy and a consumerist society. As a result, whereas housing was increasingly singled out as a 

“wobbly pillar” under the welfare state, the market failure debate amongst economists began to 

redraw the boundary of the role of government in housing (MacLennan 1982).  

Market failure and the role of government in housing  

In theory, the chief advantage of the free market system is its ability to facilitate allocative efficiency 

while fostering competitive pressure on production to encourage innovation. In reality, however, 

market mechanisms inevitably do not work well and often fail to reach these ideal standards in the 

absence of state support (Barlow & Duncan 1994).  Regarding housing provision in a market 

economy, Lansley (1979) critically observed of the free market that, in the absence of government 

intervention, “market forces alone would provide neither an adequate housing stock nor its fair 

distribution” (p.21). Similarly, MacLennan (1982) asserted that “… the complexity combined with the 

varied and imperfect nature of the housing market does mean that multiple and important 

government interventions will take place.” (p. 154)  
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The fundamental case for state intervention in housing involves situations of “market failure”, 

including monopoly, externalities and public good concerns. The problem of monopoly is it results in 

resource misallocation, which favours the monopolist, who takes hold of economic or political 

power to manipulate service prices in the market, at the cost of consumer welfare (MacLennan 

1982, p. 155). In the housing market, the concern is particularly about housing being “a long lasting, 

location specific asset which cannot be readily adjusted in response to changes in demand.” 

(Whitehead 2003a, p. 49).  Thus, for example, at times of rapid migration, sudden and large changes 

in demand, or unforeseen reduction in supply, markets tend to respond more quickly in price/rent 

than quantity, generating undesirable distributional outcomes. Such developments, in turn, 

reinforce the existing monopoly power and high transaction costs, resulting in situations where 

consumers end up paying more for poorer quality housing. This problem also exists in the private 

rental sector, where tenant benefits and social values are often compromised as a result of 

asymmetric information, making it difficult for individuals to effectively calculate their cost and 

benefit when choosing appropriate suppliers.  

Market failure in housing provision is also observed in problems of externality and public goods. 

Externality pertains to physical and environmental attributes of housing, which can be classified into 

three types: direct, interactive and intergenerational (Whitehead 2003b). While direct externality 

refers to characteristics of a house such as design, density, building materials and occupation levels, 

interactive and intergenerational externalities indicate environmental and maintenance concerns of 

the immediate neighbourhood and long-term development of society as a whole (pp.139-140). 

Clearly, externality bears a critical responsibility for the overall wellbeing of all residents, both 

homeowners and tenants. The dilemma, however, is that to ensure quality compliance the 

standards that are socially acceptable may not be economically viable to business, for whom it is 

often primarily the economic value, not the social value, that defines their investment approach in a 

market system.  

Moreover, in bringing Marxian economic analysis up to date, economists of the Regulation School 

argue that “unregulated capitalism generates various crises” which “require non-economic fixes in 

the form of political and social interventions” to “ensure that the distortions created by the 

accumulation of capital are kept within limits which are compatible with social cohesion within each 

nation” (Aglietta 1998, cited in Smart & Lee 2003, p.87). In terms of housing, the for-profit principle 

of market provision means that markets tend to favour the “better off” over the poor, thus 

perpetuating and aggravating inequalities over time. As such, the purpose of income redistribution 

remains a major justification for state intervention in the housing system (Barlow & Duncan 1994, p. 

20). In addition, political and social intervention is also proposed for macroeconomic concerns, as it 

contributes to stimulating market demand while responding to people’s needs and promoting social 

inclusion (MacLennan 1982).   

In summary, although stemming from different theoretical bases, a general consensus on the role of 
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government in housing in the capitalist market economy is that social housing provision is necessary, 

from either a market efficiency concern or a social equality and stability argument. In practice, 

however, as revealed in the next section, policies about how and where state, market and family 

interact in addressing housing issues vary across nations and over time. This in turn sets the stage for 

the comparative housing policy studies, drawing theories from empirical observations while 

examining mechanisms of policy variation and patterns of policy evolution within and across 

different capitalist market economies.      

3.1.2 Theorising housing policy: diversity, evolution and application   

The convergence hypothesis: evolving towards a comprehensive approach  

Donnison’s (1967) comparative analysis of housing regimes in post-war European nations made an 

original contribution to the convergence debate in housing policy studies (Doling 1997). The idea 

that housing policy evolves alongside industrial progression is central to his argument. In particular, 

three distinctive types of housing policy models are outlined, drawing on comparative country 

analysis: the policies that are subordinate to economic objectives; the “social” (or so-called 

“residual”) policies; and comprehensive policies. Viewing these as choices of government at 

different stages of socioeconomic development, Donnison optimistically anticipated that eventually, 

all governments would follow the convergence pattern leading to a “comprehensive” commitment 

to housing and social welfare (Donnison 1967, Donnison & Ungerson 1982).  

The first model of housing regime according to Donnison, describes the post-war experience of 

countries in southern Europe, including Spain, Portugal, Greece and Turkey (Donnison & Ungerson 

1982, pp. 67-70). In these countries, post-revolutionary transition witnessed enormous social, 

political and economic change. Massive rural to urban migration coincided with rising 

unemployment in the post-oil crisis 1970s, and housing problems became particularly acute. On the 

one hand, constrained by their limited administrative and technical resources while facing great 

challenges to keep up with changing housing demand, government attempts to restrict the 

movement of jobs and people proved difficult. On the other hand, demonstrating commitment to 

industrial expansion, these fast growing but poorer economies typically positioned social policy 

subordinate to economic objectives.  

The second model, practiced in countries including the United Kingdom, Ireland, Belgium, 

Switzerland and other English-speaking countries, such as the USA, Canada and Australia, follows a 

so-called ‘social’ or ‘residual’ policy approach. Governments in these countries assumed their role in 

housing intervention as a response to the needs of special groups in the population and those who 

otherwise were unable to secure housing in the open market (Donnison & Ungerson 1982, p. 75). In 

line with this, policy programmes, given their various forms, were intended to be temporary and 
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restricted to residual responsibilities, whereas the market is perceived as ‘the norm’ for providing 

housing solutions. Two macroeconomic circumstances defined the legitimacy of such an approach. 

First was that “their shortage of houses had not been as severe as that which had afflicted most 

Europe”, and second is for their advanced institutional capacity and “well-organized and long-

established private capital markets, which enabled the credit-worthy to borrow money for the 

building and purchase of houses” (Donnison & Ungerson 1982, p.76).  

The third model, “comprehensive” regime is the most advanced approach to housing policies, 

according to Donnison and Ungerson (1982). Under this model, the government extends its social 

commitment to the entire society on a universal basis. Having attained a higher level of 

industrialization and urban development, countries of this group, such as Sweden, Germany, 

Netherlands and Switzerland, were also more sophisticated in their administrative procedures and 

technical capabilities. Embracing comprehensive responsibilities in housing provision, these 

countries’ governments were involved in drawing up long-term programmes, which included the 

whole process of housing development. The major point of difference is the government 

involvement in the housing system was an integral part of the total, rather than “a ‘marginal’ 

intervention designed only to meet residual needs,” as is the case in a social policy approach.  

Nonetheless, Donnison’s aspiration for the proliferation of comprehensive housing regimes across 

the industrialized world did not materialize. The subsequent history throughout the 1980s and 

1990s, when the post-war “Golden Age” of capitalism was waning, the convergence argument of 

housing policy evolving alongside the progression of industrial society began to lose ground (Doling 

1997). In some cases, countries such as the United States, despite their advanced economy, have 

retained a restricted “residual” approach to housing intervention. In other cases, such as the United 

Kingdom, governments withdrew support rather than progressing in their responsibility for housing 

provision. Drawing on these observations, a competing thesis emerged on ideological grounds, 

presenting a counter argument that suggests a tendency towards divergent housing policies across 

capitalist economies. Among these is the novel approach of Jim Kemeny (1981, 1992, 1995), to the 

housing policy argument.  

The divergence hypothesis: ideology-based tenure preference and housing strategy  

Using tenure pattern as the key indicator, Kemeny (1981) distinguished housing regimes of the 

Western industrialized economies into two polarized groups: the home-ownership society and the 

tenure-neutral society. While the former, referring to many English-speaking countries such as the 

USA, Australia, New Zealand, Canada as well as the UK, assumes the advantages of homeownership 

as the dominant tenure for urban households; the latter, describing the experiences of mainly 

Scandinavian countries, including Sweden, Netherlands, Switzerland and Germany, champions a 

more balanced tenure arrangement for urban housing provision (Kemeny 1981, p.7).  
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Concerning the determinants of such cleavage in policy framework, Kemeny (1992) proposed that 

“there are wide and systematic disparities between the social structures of highly industrialised and 

urbanized societies of European origins that must be understood in ideological terms.” (p. 109) 

Therefore, according to Kemeny, it is neither a matter of industrial progression nor the rise and fall 

of welfare state that has shaped the development of housing system in the industrialised world. 

Rather, it is an outcome of what he called “political tenure strategy” (Kemeny 1981, p.71) that 

governments employ in line with an embedded social value system, characterised by either 

“privatism” or “collectivism” (Kemeny 1992, p.109). For example, in a “privatist” society which 

stresses individual effort, such as Australia, the government promotes private consumption and 

emphasises minimal governmental involvement in social welfare and social services. In contrast, 

highlighting inter-household cooperation, or “mutual aid”, the government in a collectivist society, 

for instance Sweden, endeavours to foster an “integrated” or “unitary” rental market while 

emphasising its responsibility for social welfare and equality.  

The major contribution of Kemeny’s work is his pioneer effort in bringing the “sociological 

dimension” into the housing debate, which has led to a growing perception that considers 

ideological factors as vital to understanding the long-term housing outcome of a society, given their 

influence on the general attitudes and expectations of the public about welfare, states and markets 

(Schmidt 1989). On reflection, many scholars argued that it was in fact this “ideological” rather than 

“economic” motivation that led to the rolling back of council housing in favour of owner-occupation 

in UK under the Thatcher administration (Hamnett 1989, Balchin & Rhoden 2002).  

The problem, however, as Somerville (2005) pointed out, is that such an ideological argument leaves 

no space for reform, nor does it explain much about how and why tenure patterns change overtime 

in a particular housing market. In fact, the tenure by itself, as a form of consumption, tells little 

about the organization of housing promotion and construction, which, according to Malpass (2005, 

p. 15), bears fundamental features that distinguish one housing system from the other. For example, 

Barlow and Duncan (1994) found that owner-occupied housing in Sweden is apparently more 

“decommodified”, as Swedish housing builders have to comply to local authority regulations and 

price control, than council housing in Britain, as British local authority must resort to market 

mechanism to secure land supply and finance resources. Another good example is the housing 

system in the collectivist society of Singapore, where although virtually all construction work is 

carried out by the State, home ownership is dominant in society, at more than 90% of the total 

(Phang 2007).   

Housing policy and the four worlds of welfare capitalism  

Barlow and Duncan’s (1994) comparative study of the European housing systems explored questions 

of “efficiency” in housing provision and their relationship to the dynamics of state-market 

interaction in policy process. Echoing Esping-Andersen’s (1990) conceptualization of the welfare 
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state, which contends that “the logic of any welfare system can only become clear when we examine 

the interplay of public and private provision” (p. 103), Barlow and Duncan developed their typology 

of housing regimes on the basis of “state-market mixtures” in housing provision, the way in which 

state intervention was organized to influence housing outcomes in a given welfare state context. The 

underlying motivation was therefore to explore “how can states help create a market structure 

which leads to maximum efficiency (in this case) in providing housing?” (p.25) 

To set up national comparisons, the selection of Britain, France and Sweden as typical cases of 

contrasting housing systems of “liberal”, “corporatist” and “social democratic” models was drawn 

directly from Esping-Andersen’s (1990) “three worlds of welfare capitalism”. In particular, a liberal 

regime, as seen in Britain from the late 1970s, features a minimalist approach to state intervention, 

providing little more than means-tested “safety net” assistance, with only modest social insurance 

and limited benefits for low income, working class and state dependants. Building on the 

neoclassical economic orthodoxy (New Right thinking), this residual approach is most typically 

argued by proponents for maintaining economic efficiency. In contrast, the governments in 

corporatist welfare states, such as France, are usually seen as more generous. Although these states 

are perfectly ready to replace the market as provider of social welfare, the intention is to reinforce 

rights attached to class and profession, rather than concerns with redistribution. Thus, in principle, 

the state only intervenes when the church and family fall short of their social responsibility 

expectations. Finally, a social democratic regime, for example, Sweden, is distinguished by a 

comprehensive approach to social welfare provision, based on the principle of universalism and 

social ownership which extends to all classes. Aiming to provide a “one nation” system of social 

welfare, the promotion of high standard equality in such societies means a much greater extent of 

state allocation to replace the market than in the other two regimes. 

Thus, linking housing systems to welfare regimes, market efficiency to government intervention, 

Barlow and Duncan drew on their empirical findings and argued that “A key housing policy lesson 

must be that ‘free market’ policies can only be ideological posturing which will lead to as much 

inefficiency and waste as the ‘command economy’.” (p.155).  In particular, acknowledging the 

importance of “freeing” markets in land and capital for economic efficiency in housing production, 

they, however, rejected an utterly “deregulation” approach, pointing out the essential role of 

government intervention (through regulation) to “ensure ready, long-term supplies of inexpensive 

land and capital for housebuilding” (p. 154).  Where consumer choice was concerned, Barlow and 

Duncan criticized the strong “re-commodification” and “privatization” trend in many European 

countries, including most transitional economies across former communist eastern Europe, arguing 

that “underlying these reforms is the wish to disabuse the population of any notion of a right to 

housing.” (p.155). The result was, in effect, reduced diversity in housing provision and cost-benefit 

choices facing consumers.  

Although this is one school of thought, these conclusions are significant as they draw a new frontier 
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in the debate on the dynamics of state intervention and its effect on maximizing efficiency in 

housing provision in a market economy. The contribution of Barlow and Duncan’s comparative study 

is also that they illustrate how different nations’ housing markets derive much of their logic from the 

institutional framework inherent in distinctive welfare states, and that three models of housing 

regimes have evolved. Nonetheless, with their empirical scope limited to typical European 

industrialised systems, such conceptualization of welfare-state/housing-market interactions 

inevitably faces challenges from new theories derived from differing experiences, including, for 

example, those of emerging economies in East Asia.  

In the decade since Esping-Andersen’s (1990) regime classification, there had been a surge in efforts 

to conceptualize the unique welfare arrangements in capitalist East Asia. Building on the two existing 

most prominent accounts, the state-centric argument and cultural explanation, Holliday (2000, 

p.707) proposed “a productivist world” as a new extension of Esping-Andersen’s universe of welfare 

capitalism. For typology, Esping-Andersen (1990, p.29) identified three defining factors: the quality 

of social rights, social stratification, and the relationship between state, market and family. By taking 

the peculiar historical and developmental context of the East Asian welfare development into 

consideration, Holliday (2000, p.708) argued that “a fourth criterion needs to be added”, which 

considers the position of social policy in relation to the overarching economic/industrial objectives. 

He further elaborated:  

“Here, social policy is strictly subordinate to the overriding policy objective of economic 

growth. Everything else flows from this: minimal social rights with extensions linked to 

productive activity, reinforcement of the position of productive elements in society, and 

state-market-family relationships directed towards growth.” (Holliday 2000, p.708)   

This in part explains how East Asian newly industrialised economies (NIEs) could manage to achieve 

both remarkable economic growth and impressive achievements on key quality of life indicators, 

while maintaining low rates of taxation and low level of welfare spending (Kim 2015, p.1).  In 

practice, according to Holliday (2000), although governments do engage in social policy and welfare 

provision, they are, however, promoted among productive elements in society (p. 710).  Differing 

from the “welfare logic” in Esping-Andersen’s observation, where social security makes up the 

majority of government spending, most East Asian states tend to place greater emphasis on human 

capital formation, such as education and job training being part of industrialization and growth 

strategy, than on income maintenance, and are reluctant to spend on other “protective” areas such 

as pensions, health insurance, and social assistance (Kim 2015, p. 2).   

Another contingent feature of East Asian productivist welfare capitalism is a strong concept of the 

family (Holliday 2000, p. 711).  This issue was once picked up by Esping-Andersen (1996), suggesting 

that “the Asian tigers’ economic miracle was premised on high savings rather than Keynesianism: 

families save for lack of adequate social security coverage.” (p.24).  Singapore’s Central Provident 
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Fund (CPF) and extensive public housing system present a good example. Established by the British 

colonial government in 1955, the CPF is a compulsory saving scheme that requires contributions by 

both employers and employees, as of part of the individual’s wage income (Phang 2007, p.21).  The 

fund was used to finance social security provision, including pension, healthcare, and later housing 

(public-constructed homes) from 1968.  

What, then, are the implications of the productivist logic of welfare state for housing regime in 

practice? Building on a comparative reflection on the housing provision in six East Asian welfare 

states, including Singapore, Hong Kong, South Korea, Japan, Taiwan and China, Groves, Murie and 

Watson (2007) conceptualized the system as a “property-owning” model, in which housing is seen as 

a key economic driver and property ownership is promoted as providing mechanism for welfare 

strategy (p.209).  Here, differing from Kemeny’s privatism vs. collectivism ideological divide, the 

policy preference for homeownership is more of a logic derived from the pro-growth institutional 

framework, through fostering individual savings and asset accumulation to strengthen self-reliance 

at different stages of life circle while minimizing the government’s financial responsibility for social 

protection. The consequence, however, is inevitably the rise of social inequality, which will, over 

time, become a source of instability that drives policy response if growth is to continue (pp. 206-

208).  In this sense, the overriding policy objective of economic growth that the productivist social 

policy (in this case housing policy) deems to subordinate to, explains not only its past evolution but 

also its future prospects.  

To sum up, despite the consensus that housing constitutes an important dimension of modern 

welfare states, a key outcome of comparative housing policy studies has been precisely that of 

understanding the diversity and complexity of policy practices across nations, emphasising the 

importance of historical, cultural, and socio-political differences when defining distinctive regimes. 

The literature also highlights the ever-present and simultaneous change and continuity of housing 

policy, bringing together divergent and convergent thinking of policy evolution. The driving forces 

encompass legacy challenges, socioeconomic and demographic changes, institutional backlash, as 

well as external pressures deriving from an increasingly marketized and globalized world political 

economy. Drawing on these theoretical insights, the next section brings the experience of Chinese 

housing policy and its development in the process of market transition and socioeconomic 

transformation into the discussion.  

3.2. The evolution of housing policy in contemporary China: a process of 

continuity and change  

In many ways, China’s pre-reform housing system presents a comparative case, with its distinctive 

pattern of state politics, collective and enterprise provision of welfare benefits in accordance with a 
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centrally planned economy. The ideology basis of China’s housing policy at the time, inherent in 

socialist notions of class solidarity and de-commodification, was clearly different from those of the 

post-war capitalist welfare states; as was its institutional arrangements of provision, predominantly 

through work units and rural collectives, rather than the state, distinguishing it from that of other 

state socialist societies of the same era. However, significant changes took place in Chinese society 

following the launch of the economic reform in 1978, which set China on a track towards a market 

economy. Housing reforms were considered indispensable to this transformation. By the end of the 

1990s, when the old planning system was eventually replaced by market provision, transitioning 

towards a homeownership society, discussion began to emerge about the approach of China as an 

emerging market economy and its implications for comparative housing policy studies. This section 

reviews the existing scholarship concerning the evolving role of government in housing intervention, 

and its impact on housing provision in Chinese cities. 

3.2.1. The legacy of socialist welfare housing  

Housing provision under state socialism    

From 1949, alongside the commitment to socialist transition, a centrally controlled command 

economy and state socialist welfare system was established in urban China. In this process, housing 

was decommodified and public rental became dominant in urban areas, whereby the provision was 

largely based on the principles of occupational rewards and residual welfare. Under the planned 

economy, a vast majority of urban residents in employment were employed by the state- or 

collective-run enterprises or institutions (work units), who were also deemed responsible for 

providing comprehensive welfare services for their workers, including low-cost housing (Wang, Y. 

2007, p.128). Thus, for individuals, access to public housing was primarily tied up with their 

employment, in a sense of “occupational benefits” (Wang, Y. & Murie 1999). For local governments, 

apart from managing economic development, their role in direct service provision was largely 

confined to “residual social responsibility”, looking after only a small number of disadvantaged 

urban residents, such as those disabled or elderly who had neither family support, nor work ability, 

to sustain their livelihood (White 1998). Even so, in such scenarios the local authority provided only 

minimum basic housing assistance, often of poor quality due to lack of regular maintenance (Zhou, J. 

& Ronald 2017). For those small percentage outside of the public sector, however, whether they 

were unemployed, self-employed, or temporary workers or migrants from other cities or rural areas, 

restricted from accessing public housing meant that they had to resort to family assistance or the 

private rental sector for housing solutions.  

Considering the heavy reliance on work units as the agent of welfare provision, Meng (2012) pointed 

out two major flaws from the economic efficiency perspective. First, by diverting management’s 

attention from productivity to welfare responsibilities, it impacted the efficiency of public 

enterprises and institutions, creating problems of wasteful and piecemeal capital investment in 
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infrastructure. Second, it impeded labour mobility, interfering with employment decisions as 

“enterprises were afraid to sack workers for fear of social instability, and individual employees were 

unwilling to move for fear of losing their benefits.” (p. 158).  Both are particularly relevant to housing 

provision, given the capital intensive nature of housing production on the one hand, and the 

symbiotic relationship between people and their houses on the other (discussed in Chapter 2).    

From a developmental perspective, a far reaching implication is that the privilege of “life-long” job 

security and welfare guarantee tended to encourage dependency, as well as a “take it for granted” 

attitude among urban working households. Post-reform, despite the consensus that economic 

restructuring was inevitable, there appeared strong resistance from public sector employees, with 

the threat of losing their employment benefits and welfare entitlements (White 1998, p.180). This in 

part explains the initial SOE reforms being both socially and politically difficult, as well as housing re-

commodification reform, which involved rent increases and public housing privatization (Wu F. 

1996). In fact, it was not until 1998, following two-decades of incremental policy adjustments that 

the work unit was finally detached from the obligation of public housing provision.  

The legacy of housing inequality  

As revealed in the first National Housing Survey conducted in 323 cities in 1985, public housing 

comprised 84% of the total housing stock, of which nearly 90% (or 75% of the total) was under direct 

management of state enterprises and public institutions (Wu, F. 1996, p.1603). In practice, however, 

the decentralised approach of China’s pre-reform public housing system meant considerable 

autonomy was enjoyed by the work units in the construction and distribution of housing for their 

employees (Wang, Y. & Murie 1999). In other words, variation in terms of quantity and quality of 

housing development across enterprises, sectors and cities was inevitable, forming a ‘breeding 

ground’ for inequality through housing provision, which later became further exacerbated and 

perpetuated through the reform era and thereafter.  

Wu’s process analysis of the work units’ housing provision provides insight into the root of such 

inequality (Wu, F 1996). First, enterprises vary in their funding capacity for housing production and 

welfare provision according to their administrative affiliation and relationship with the supervisory 

government agency. Other influential factors also include the status of the enterprises, being a 

“productive” or “non-productive” unit, their access to desirable locations and required land for 

housing development, as well as informal connections with those influential “gatekeepers”. Second, 

during the housing allocation process, the criteria for individual employees usually include 

“economic contributions, merits and housing needs” (p. 1608). Although there didn’t appear to be a 

spatial segregation between the ordinary workers and the cadres and managers at a city scale, 

differences in housing standard and living quality clearly existed within the work unit. Considering all 

these factors together, it suggests that the higher the rank of the enterprises or the institutions in 

administrative hierarchy, and the higher the rank of the individuals in the work unit, the bigger and 
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better location their home.    

Post reform, the aim of housing market transition was to re-structure the housing supply system 

while boosting housing construction and nurturing the housing sector into an economic driving force 

of the Chinese urban economy (Yang, S. 2010).  The process, however, was incremental and gradual. 

Reform throughout the first two decades maintained the links between the work unit and the 

housing distribution in the public sector (Wu, L 1996).  In particular, the economic position of 

workers in state enterprises was protected in order to win their support for the reform measure (Lee 

2000, p. 62). As a result, the already privileged individuals in the old legacy system naturally 

benefitted more through the process. For example, the privatization programs, selling enterprise-

owned public housing to sitting tenants at a discounted price enabled cadres and managers to 

secure their privileged housing status, while the monetization reform to housing subsidy further 

enhanced the purchasing power of employees of wealthy enterprises and institutions in the post-

reform era (Wang, Yaping, Wang Yanglin & Bramley 2005, Lee & Zhu, Y. 2006). Meanwhile, 

marginalization of the socially disadvantaged groups largely persisted, if not intensified, through the 

process (Lee, 2000, Lee & Zhu, Y. 2006).  

The legacy of housing inequality is also apparent in the persistence of the urban-rural divide in 

Chinese society. Under state socialism, despite the state’s rhetoric of universal coverage, the 

Chinese welfare system was in fact highly stratified (Whyte 2010), with comprehensive social 

benefits only applied to urban residents, who made up less than 18% of the total population prior to 

1978 (White 1997). In rural areas, people’s communes and collective farming formed the basis of 

economic production and social protection (Kim 2015, p.121).  With no access to national resources 

or support, collectives relied on local resources and surplus income from the sales of agricultural 

production to provide social services and public goods, which were unsurprisingly at a much lower 

level of quality than that in urban areas (Naughton 2007). In terms of housing provision, traditional 

family housing and self-sufficient practice largely remained. Throughout the 1950s and 60s, other 

than helping to restore some very old and hazardous houses, little effort was made by the 

government to improve housing conditions in rural villages (Wang, Y. & Murie 1999).  Since the 

economic reform, the urban-rural divide continues to widen as a result of sustained hukou and land 

tenure system. The establishment of the urban land market and the real estate boom has led to 

“prohibitively high rental and housing prices, making settling down improbable for migrant workers” 

(Wen, G. & Xiong, J. 2013, p.517). Meanwhile land ownership in rural areas, including plots 

designated for residential houses, remains with the collective, meaning that individuals have no right 

to sell their property nor negotiation power to attain appropriate compensation at the time of land 

acquisition (Naughton 2018, p. 134). Given such a dilemma, housing remains a complex policy area 

wherein strong stratification and discrimination has emerged, intensified and persisted over time.  
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3.2.2. The market transition: towards a pro-growth “productivist” regime 

In the last forty years since economic reform, the experience of Chinese housing policy has been a 

combination of change and continuity. It involves market enabling measures through the early stage 

of reform and the follow-up institutional rearrangement of the urban housing sector that has 

reshaped the role of government in housing and its associated social and economic resource 

distribution in Chinese cities. In this process, while the policy agenda has been affected by 

socioeconomic and demographic change, and rapid urbanization in particular, the principle of 

housing intervention remains the same, striving to strike a delicate balance between policies 

promoting economic growth and political stability.    

Housing reform and policy development 

Post-reform, alongside the transition towards a market-oriented economy, China’s welfare system 

underwent dramatic change. The acceleration of SOE reforms, coinciding with the introduction of 

foreign trade and a new Company Law in urban areas, led to the dismantling of the old work-unit-

based welfare provision. The two models that China could adopt were either the European welfare 

state model, which emphasises income maintenance, and therefore expecting growth in 

government expenditure in response to high unemployment pressures due to economic 

restructuring; or the East Asia productivist model, that promotes social investment and individual 

savings, and thereby less demanding on taxation, public spending and social provision while 

facilitating economic growth (Meng 2000). In reality, as Meng (2012, p. 159) asserted, “China can 

only afford a welfare system which encourages individuals to take care of themselves (at the time)”.  

Rent increase and public housing privatization marked the initial step towards housing market 

reform in Chinese cities (Wang, Y. 2011). It was also motivated by the aspiration to transform the 

housing sector into a productive and profitable industry for urban development (Yang, S. 2010). The 

initial objective, as stipulated in the first national Implementation Plan by the State Council in 1988, 

was to achieve housing commercialization under the principle of “socialist planned commodity 

economy” (State Council 1988, Document 11), a so-called “dual-track” system, featuring “the 

coexistence of a traditional plan and a market channel for the allocation of a given good” (Naughton 

2018, p.104). Thus, differing from the “big bang” approach to the privatization transition as seen in 

ex-communist Eastern Europe, the Chinese reformers employed a “gradualist” strategy, with various 

reform initiatives carried out within the existing work-unit-responsibility system, which in part 

explains the initial slow progress of Chinese housing reform towards market allocation (Stephens 

2010).  

In 1992, following Deng’s “Southern Tour” speech, China accelerated economic reform and 

endorsed the vision to establish a “socialist market economy” at the 14th National Congress of the 
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CPC (Naughton 2018).  In response, the Housing Reform Steering Group of the State Council released 

the Decision on Deepening the Urban Housing reform in July 1994, pledging to speed up the process 

of market transition through policies including changing the housing investment, management and 

distribution systems and establishing a “two-tiered housing provision system” (with government 

subsidised “Economic Housing” for low- and moderate-income households and market housing for 

high-income households) (State Council 1994, Document 43). For implementation, apart from 

continued rent reform and public housing sales, enabling measures were introduced, to facilitate the 

tenure shift towards private home ownership, including policies on the demand-side to develop 

property rights and a housing provident fund system, and on the supply-side to establish regulatory 

framework for market operation, land supply and financing instrument. Meanwhile, to increase the 

supply of housing, the private sector, including both domestic and foreign investment, were invited 

to participate in housing construction, development and market activities (Huang, Y. & Li, S. 2014).  

In essence, as Wang (2011, p.31) elaborated, at the heart of the housing reform policies in the 1990s 

was “a more fundamental adjustment of social and economic distribution within the public sector.” 

Shifting away from the command economy and its associated socialist welfare ideology, urban 

housing provision was no longer a sole responsibility of the state, rather, it would now be shared 

between the state, the work units and the individuals with the majority of the costs ultimately borne 

by individuals through the promotion of private homeownership.  

The 1994 reform, however, did not completely dismantle the bond between housing and 

employment. On the one hand, this is path dependence given the work unit’s de-facto ownership of 

most existing public housing in Chinese cities. On the other, it was the reality that few urban 

residents at the time were able to afford the commercial housing from direct market provision. As a 

result, many commercially built houses during this period ended up being sold to large state 

enterprises at market rates, which were then transferred to their employees through a privatization 

program at a heavily subsidized price (Wang, Y. & Murie 1999).  

1998 marked a watershed in China’s urban housing reform. Under the new policy (State Council 

1998, Document 23), work units were no longer responsible for public housing construction or direct 

housing provision for their employees. Meanwhile, a “cash subsidy” was introduced in the form of 

an income supplement, to improve individuals’ market affordability and sitting tenants were given a 

final cut-off date for purchasing their rental property. The policy stipulations also included setting up 

new housing finance systems, introducing commercial home loans and mortgage lending to boost 

market sales and facilitate housing investment. Ultimately, the housing sector restructure aimed to 

establish a diversified housing supply system, which, in its own right, is a system of stratification. In 

essence, housing provision would be income-based, with    

 the lowest-income households to rent government or work unit- supplied Low-cost Rental 
Housing (廉租房);  
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 the low- and moderate-income households to purchase government subsidised Economic 
Housing (经济适用房);  

 the high-income households to purchase or rent commercial houses (商品房) at market prices; 
(State Council 1998, Document 23) 

 Market enabling and support for home-ownership  

In many ways, China’s post-reform social welfare reconstruction resembles the “productivist” 

welfare logic prevalent in East Asian emerging economies, where the active role of the government 

appears to favour “productive” effects of the social policy over the “protective” functions. 

Considering housing policy, contrary to the “wobbly pillar” concern in reference to the traditional 

European welfare state discourse, in a productivist world, opportunities for private accumulation 

explains the logic of policy development, and the extent of support for home-ownership in 

particular. A pertinent case is the Singapore model of housing and the welfare state, which places 

compulsory saving and asset ownership at the core of welfare provision (Phang 2007).  Through 

mandatory saving arrangement that encourages people to invest in owner-occupier public housing, 

it helps to create markets while providing sources for social security, without imposing financial 

burdens on the government. Deeply inspired, the promotion of home-ownership had also become 

the dominating concern in China’s post reform housing policy, which was pursued through different 

programs, from privatization of public housing, to the setup of a Housing Provident Fund (HPF), and 

the building of economic housing (EH).       

Housing privatization began early. From 1982, experimental programs were adopted encouraging 

individuals to buy their currently occupied homes on a subsidized basis, with the state, work units, 

and sitting families each paying one third of the costs and sharing property rights to the unit (Wong, 

Heady & Woo 1995, p.195).  The progress was, however, initially slow and subsequently interrupted 

by the Tiananmen Square incident in 1989. During the early 1990s, when the progress resumed, 

concern about the heavy discounts granted by local government and work unit on the public housing 

sales led to the increased state intervention, where a central government-determined “standard 

price” mechanism was proposed in 1994 (Wang, Y. & Murie 1996, p.984).  The price control was to 

ensure the circulation of housing capital being compatible with the reinvestment objectives, which, 

however, resulted in a slowdown of privatization in the following years, leading up the Asia Financial 

Crisis in 1997. The 1998 reform brought about a real momentum, under which public houses were 

sold at cost prices and homeowners were granted full property rights (Wang, Y 2007).  Early 

purchasers were also offered opportunities to pay the difference for the full ownership. In 2003, 

when housing privatization was largely complete, almost 90% of public housing were sold to its 

occupiers (Stephens 2010, p.2972).  

Another major market-enabling and home-ownership support policy arrangement was the Housing 

Provident Fund (HPF) scheme. Initially launched as a pilot program in Shanghai in 1991, based on the 
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experience of Singapore’s Central Provident Fund model, the scheme was formally rolled out 

nationwide in 1994, and has since functioned as a key component of China’s urban housing finance 

system (Deng & Fei 2011). The HPF is a compulsory saving scheme, to which both employer and 

employee contribute identical amounts (each at a level of 5-7% of the employee’s salary) to the 

employee’s housing fund monthly (Wang, Y. 2007, p. 140).  In return, the HPF provides low-interest 

home loans to support individuals’ purchase of market housing (Yang, Z. & Chen, J. 2014). The HPF is 

not a social security finance system, as in Singapore, but a provident fund only to be used for 

housing. At its initial stage, the scheme coverage was largely limited to public sector employees 

(Wang, Y. 2007).  In contrast, for employees from the private sector or self-employed individuals, the 

contribution was until recently on a voluntary basis (Deng & Fei 2011).  Unemployed and laid-off 

workers, temporary employees, or migrant labourers were generally excluded from the HPF 

assistance. Moreover, the mechanism that sets the rate of saving contribution at a uniform 

percentage level indicates that higher income employees of rich enterprises would benefit more 

from the low interest loans, whereas for the lower-income workers, the fund is of little use, as 

purchasing a home may be well out of their reach (Yang & Chen 2014).  

The economic housing (EH) program was introduced alongside the HPF, as a subsidised commercial 

housing scheme targeting the urban low- and moderate-income households. The aim, by reducing 

housing costs, was to facilitate housing tenure transition while tapping into savings of urban families 

(Wang, Y. 2007).  Central government guidelines as set in the 1994 policy (State Council 1994, 

Document 43) required local governments to subsidise EH projects with free land allocation, fees 

and taxes reductions; financial institutions to provide preferential loans; and real estate developers 

to build EH stock that accounts for more than 20% of the total annual output. The 1998 policy (State 

Council 1998, Document 23) reiterated the importance of EH in enabling affordable homeownership 

for ordinary urban households, by which a maximum 3% revenue cap on project development was 

introduced, in order to keep construction costs and housing price under control. Whereas much 

responsibility for housing assistance was devolved to local governments, large enterprises were also 

allowed to develop EH on their own land for selling to their own employees. Notwithstanding, in 

practice the EH production lagged behind the policy intentions, as local governments and housing 

developers were more inclined to act in alignment with the interests of maximizing land and housing 

prices (Stephens 2010, p. 2976).  Thus, in the process of housing allocation, in order to facilitate sales 

and recoup investment quickly, the program tended to be in favour of applicant households with 

stronger purchasing power, leaving others, largely lower income households in obvious need, 

unassisted (Wang 2011, p.26).  A typical scenario was when local government turned a blind eye to 

the attempt of developers to exceed the national building standards of the EH, with more larger-

sized houses built to boost sales and profit (Zou 2014, p. 10). Based on national data (the fifth 

national population census of PRC 2000), in 2000, EH comprised less than 6% of all housing 

occupancy types in Chinese cities, when the overall homeownership rate reached 74% nationwide 

(Yi, C. & Zhang, Z. 2013, p.6).   
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Housing safety net provision and market intervention 

The significance of the 1998 reform is it ushered in the new era of market provision of the Chinese 

urban housing sector, which involved the rolling back of the state in direct housing provision and the 

reconceptualization of welfare-state/housing-market interactions. In particular, the introduction of 

the Low-cost Rental Housing (LRH) program was part of the social safety net reconstruction, which 

devolved the responsibility to local governments of ensuring basic housing needs for the urban 

lowest-income households. Employing a residual approach, the provision was strictly means-tested, 

targeting households who were locally registered (with local urban hukou), and meeting both 

income and housing hardship criteria specified by local authorities, based on local market situation 

(Ministry of Construction 1999, document 70).  

In 2000, about 14.4% of urban households rented LRH (2000 National census), which was close to 

what the 1998 policy envisaged (at 15%) (Wang, Y. 2007, p.147). The provision, however, continued 

to decline in the following decade, down to a mere 2.45% of urban households as revealed in the 

2010 Census (Yi, C. & Zhang, Z. 2013).  Lacking sufficient funding sources, while facing competing 

incentives in managing housing issues, largely explained the reluctance of local governments in 

social rental provision (discussed in Chapter 2). In practice, most cities linked LRH provision with the 

local Dibao (minimum livelihood guarantee system) standard, focusing on the targeted population of 

families below the poverty line. Not only shrinking supply coverage, many local authorities also 

opted to provide a rental allowance rather than allocate a rental property, thus minimising their 

responsibility for on-going service provision (Wang, Y. 2007).  From 2004, as housing prices 

continued to surge, housing affordability worsened, putting downward pressure on the rental 

sector. Market supply deficiency was also attributed to the rising demand due to the growing labour 

mobility and increasing rural to urban migration, pushing up market rent and putting pressure on 

unassisted low-income households.   

From the mid-2000s, the focus of housing policy began to shift, from market enabling to addressing 

market distortion, particularly the rampant property speculation. A series of regulatory and 

intervention policies were rolled out in 2005 (General Office of State Council 2005, document 26) 

and 2006 (General Office of State Council 2006, document 37), attempting to rein in the overheated 

commercial housing sector and bring down housing prices within reach of ordinary urban 

households (Cao, A. & Keivani 2014). In particular, on the demand side, the central government 

urged local authorities to tighten bank loans and mortgage lending to curb speculative investment 

and to impose transaction levies on property sales to reduce housing market turnover and improve 

market stability. On the supply side, regulatory measures were introduced to foster structural 

change in the housing market, towards greater emphasis on the construction of small-to-medium 

sized commercial housing to improve overall housing affordability and to enhance policy support to 

the provision of public housing for the urban poor (General Office of State Council 2005, document 

26 & 2006, document 37).    
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Nonetheless, China’s housing affordability challenge has been much more complicated than the 

mere demand distortion caused by excessive speculation (discussed in Chapter 2), by which, the 

effect of top-down price-dampening measures through administrative intervention and enforcement 

tends to be limited. On the one hand, the housing market reform since the late-1980s, through 

sweeping privatization and institutional reconstruction, has transformed urban China into a home-

ownership society. The excessive housing price increase has heightened the pressure on the 

government, who walk a thin line between balancing the needs of first homebuyers and the 

interests of existing homeowners, by stabilising housing prices while minimizing impact of 

deprecation on current housing stock (Naughton 2010). On the other hand, the rapid scaling down 

of the public housing sector alongside market transition has left little cushion for the government to 

cope with growing gaps in the housing safety net at a time of surging housing inflation (Man, J., 

Zhen, S. & Ren, R. 2011). When an increasing number of urban working households (especially the 

younger generation and migrant families) struggled to cope with their housing needs as market 

prices greatly superseded their income capacity, pressures on social stability and human capital 

growth loomed large. 

It was in this context, the central government released the milestone ordinance on Solving Urban 

Low-income Households’ Housing Difficulties (State Council 2007, Document 24) in August 2007. 

Housing safety net expansion was shifted to the top of policy agenda. The objectives were to 

increase low-cost housing supply through public investment, thus easing housing affordability 

tension, and meanwhile, as a means to create demand, compensating for the decline in real estate 

investment due to the monetary tightening policy (Ulrich 2010). In detail, the document pointed out 

three areas for improvement to address low-income housing challenges:  

a) Social rental expansion: by the end of 2010, all prefectural-level cities are to expand the target 

group of their LRH programs to include all eligible Dibao (families below the poverty line) and 

low-income households under housing stress; cities experiencing market supply shortage of 

small-sized rental units and high rent prices are urged to increase direct public supply through 

investing in LRH construction;  

b) Low-income home-ownership assistance: to narrow the target group of EH programs to 

eligible low-income urban households only, providing bridging support for the existing LRH 

tenants; restrictions on building standard of EH should be followed to satisfy the basic housing 

needs of low-income families, by which, the maximum floor space of individual unit should be 

around 60sqm; any resale attempt of EH within the first five years is prohibited, except in 

special circumstances;         

c) Facilitating large-scale urban slum upgrading: to provide social assistance and support to the 

economically disadvantaged slum dwellers during the undertaking of shantytown upgrading 

and urban regeneration, improving low-income households’ living conditions while keeping 

relocation-induced financial burden under control; (State Council 2007, Document 24)  
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Another worth-noting element of the 2007 housing safety net expansion plan was that, for the first 

time, the question of how to tackle housing hardship for rural migrant workers in host cities was 

brought forward in the policy discussion. In essence, the document reiterated the primary 

responsibility of the hiring enterprises to provide adequate housing (dormitory accommodation) for 

their rural migrant workers, it also went beyond to mobilize solutions from areas including industrial 

park housing facilities, urban village transformation and housing redevelopment, and other 

experimental projects run by local authorities where possible (State Council 2007, Document 24). 

That said, other than mobilizing both public and private resources, the role of local (city) government 

in providing housing safety net for low-income migrant workers has remained somewhat 

ambiguous.   

In March 2008, while delivering the annual Government Work Report, Premier Wen Jiabao 

announced the construction of a Housing Security System (住房保障体系) as a key component of the 

government’s responsibility in social and welfare development (Wen 2008). In doing so, new 

principles of housing development were laid out, defining the role of government as to: 

a) foster sustainable housing development and rational consumption behaviour; 

b) manage housing planning, regulation and land supply, promoting market efficiency; and to 

facilitate affordable housing provision for low- and moderate-income households; 

c) strengthen market management and supervision, safeguard market order, promoting 

sustainable development of the real estate sector (Section 2.6).      

In accordance with this plan, a new Ministry, the Ministry of Housing and Urban-Rural Development 

(MOHURD) was established. Taking over from the former Ministry of Construction, the MOHURD 

assumes broader responsibilities, including the administration of urban low-income housing 

provision, the management of urban and rural planning, zoning and construction, and the real estate 

market regulation and supervision (General office of State Council 2008, Document 74).  Thus, after 

a decade of “pro-market” housing development and policy practices since 1998, the Chinese housing 

policy was once again at the turning point of its evolution. This time, though, is involves bringing the 

state back in.  

3.2.3. Bringing the state back in: post-GFC adaptation and challenges    

From 2008, China embarked on a large-scale expansion of public housing. From 2008 to 2010, as a 

key component of China’s stimulus package (total 4 trillion yuan) following the global financial crisis 

(GFC), about 400 billion-yuan of public funds were channelled into the public housing sector, 

resulting in the delivery of 11 million new affordable housing units nationwide (Yang, Z. & Chen, J. 

2014, p.9). In 2011, coinciding with the release of China’s 12th Five-Year Plan (2011-2015), the new 

Xi-Li administration pledged an even more ambitious target: to build 36 million new affordable 

housing units by the end of 2015. The objectives are to restructure the urban housing supply system 

by increasing the share of the public sector up to 20% of the total housing provision and expanding 
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urban housing safety net protections for a broader scope of urban needy households, including low-

income rural migrant workers (State Council 2011, Document 45). To achieve this, the government’s 

annual budgetary expenditure on affordable housing increased from 122.87 billion RMB in 2010 to 

390.7 billion RMB in 2015 (Ministry of Finance 2011, 2016). A total of nearly 40 million affordable 

housing units were constructed, with more than 70% completed within the five-year period 

(Ministry of Housing and Urban-Rural Development 2016). However, the impressive output of 

housing construction notwithstanding, the policy impact on easing upward market pressure on 

housing prices and reducing housing inequality has been rather limited (discussed in Chapter 2). In 

fact, housing affordability and inequality challenges have persisted in most cities, if not intensified. 

This in turn invites the question about what went wrong in the process of policy implementation.  

The GFC impact and changing policy paradigms 

In view of the government’s rising commitment to addressing low-income housing problems, 

particularly the efforts towards a more inclusive housing safety net reconstruction, much has been 

discussed regarding the driving forces of such “paradigm shift” in policy focus and its implications for 

Chinese urban governance and housing politics, in particular (Wang & Murie 2011, Chen et al. 2013, 

Zhu, Y. 2014, Shi, W. et.al 2016, Zhou, J. & Ronald 2017).  

As Wang and Murie (2011) described, “the basic housing right approach” China has employed as an 

intrinsic part of its housing safety net provision, “represents a very important departure from the 

previous single minded reform aiming at commercialization of urban housing provision.” (p.243).  To 

comprehend this development, it’s important to carefully distinguish what are the chief exogenous 

and endogenous sources of change. On the one hand, much of the housing affordability and 

inequality challenges were caused by market failure, and that the resulting prohibitively high rent 

and housing prices have in effect hindered migrant workers from settling in. This, in turn, impedes 

the progress of urbanization that is considered critical for China’s future growth and sustainable 

development. On the other hand it was in fact the “slowdown of exports caused by the global 

financial crisis (GFC) that made large scale spending on social housing a necessity.” (p.244) 

Meanwhile the unprecedented economic growth since the market reform has given the Chinese 

government the enlarged capacity and a huge reserve to reinvest in its own people at the time of 

crisis. They thus argued:  

“The reorientation toward social housing for the low income groups, in some sense, is a 

restoration of some the lost socialist colour of the Party and represents a long-term strategy 

to maintain political stability. This policy change is not consistent with the picture emerging 

from comparative housing research of a liberal convergence on market and residual models.” 

(p. 244)  
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In other words, one should not rush to the conclusion that China has embarked on a convergence 

path towards any ideal types of housing policy. The heightened government action to safeguard 

basic housing needs of the urban poor is therefore more of a response to the economic turbulence 

and demographic changes in the context of China’s transitional political economy, or the forming of 

a “hybrid system” as coined by Wang and Murie (2011).  

Contrarily, Chen et al (2013) attributed China’s post-GFC public housing expansion to the ideological 

shift alongside China’s growth model adaptation, from a neoliberal logic based market system 

towards a more Keynesian theory framed “developmental welfare state” (p.26). In their view, the 

trigger for this paradigmatic change was due to “the central authority’s increasing recognition of the 

complexity of the urban housing system in a modern market economy” (p.15), rather than the 

instant impact of the global financial crisis itself. To this extent, Chinese urban housing governance 

has evolved in line with the emerging rhetoric of “harmonious society” under the Wen-Hu 

administration, which gives priority to “common people’s welfare and social harmony” over the 

pursuit of pure economic growth (p.15). In essence, conforming to the theory of developmental 

welfare (Midgley & Tang 2001), this new strategy assumes “social expenditures in the form of social 

investment do not detract from, but contribute positively to, economic development.” (p.246)  

There is obviously common ground between these competing views, that Chinese policy makers 

have responded to the problem of market failure through regaining controls of resource allocation, 

and in this case, through tightening monetary control over market speculation while increasing 

public expenditure to rebalance the housing distribution between rich and poor. The difference is 

their judgements on the defining factor underpinning the policy decision, which in turn implies a 

different outlook on China’s future urban governance. For Wang and Murie it is reactive in nature as 

the government continuously ‘muddles through’ towards its own ‘hybrid’ model of housing policy, 

whereas for Chen et al., it is about proactive policy making, driven by the ideology shift that 

positions state intervention as an integral part of the overall housing system, underpinning the 

market and sustainable development.  

In practice, however, no matter in which direction the Chinese affordable housing sector and urban 

housing policy evolves, the process will involve complex manoeuvres by all level governments in an 

effort to “strike a delicate balance between policies promoting equality, growth and political 

stability” (Zhu, Y. 2014, p. 199). In this process, while challenges may indeed emerge from market 

distortion, social economic development or external pressures due to rapid globalization and 

urbanization, they also derive from the complex central-local relations in the context of China’s 

transitional market economy. Accordingly, no matter how well intentioned the national policy is in 

its commitment to a more inclusive and people-oriented service provision, the institutionalization of 

such new paradigm will necessarily take a long time to pursue (Ngok 2009).   
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Central-local relations and the challenge for housing governance  

When looking into policy practices on the ground, despite a significant “leap forward” in public 

housing construction in most cities in the past decade, much of the empirical evidence suggests that 

their impact on tackling housing affordability and inequality challenges have been rather limited. In 

many cases there appeared to be significant mismatch issues, with block after block of government-

subsidized affordable housing standing vacant on the urban fringe for months and even years, 

despite an evident need for housing assistance among the low-income working households in these 

areas (Chang, Y. & Chen, J. 2013, Jiang, X. 2015, Wei, H. et al 2015, Ni, P. 2015).  

To reveal the causes, there has been a growing research effort in the form of local studies of policy 

implementation, focusing on the impact of national policy and the undermining factors in the 

localities where little progress has been made towards the policy objectives. Where the 

“implementation gap” of affordable housing provision is concerned, many research findings point to 

the distorted motivation of local governments in managing housing issues for an explanation 

(Huang, Y. 2012, Zou, Y. 2014, Wei, S. 2015). It is argued that China’s existing institutional 

arrangements for public services, including housing, featuring a combination of administrative 

decentralization and fiscal sharing, has, in fact, undermined the efforts of policy transition towards a 

more people-oriented service model (Wong 2010, Naughton 2010, Wang, Y. 2011, Huang, Y. 2012, 

Chen, J. et al 2013, Zou, Y. 2014, Huang, Y. 2015). Under the current system, whereas the central 

government retains the political power to mandate and instruct local governments to undertake 

certain political and fiscal responsibilities in social and economic development, local governments 

carry a tremendous expenditure burden, with the majority of revenues coming from locally obtained 

resources rather than centrally assigned (Wong 2010). This has resulted in significant discretionary 

power of local governments in economic policy and public service provision, as well as difficulties for 

the central government to impose any kind of rebalancing agenda or uniformity over social safety 

net expansion at the time of reform (Zhou, L 2010).   

Such a dilemma is well illustrated in conflicts of interests between the central and local governments 

in managing housing issues in Chinese cities. For example, when the central government tried to rein 

in soaring housing prices to ensure overall macroeconomic stability, local governments were keen to 

continue boosting land sales, while keeping the construction sector booming for revenue concerns. 

When the central government increased support and commitment to housing safety net expansion 

to enhance social equality, local governments implemented through introducing strict eligibility 

criteria so that fewer households become eligible for service provision, thus reducing expenditure 

responsibilities. When the central government strengthened political and administrative control 

over policy process to ensure sufficient land and funding allocation towards public housing 

development, local governments assigned cheaper land on the urban fringe for projects while raising 

funds through borrowing against the future sales of the surrounding land (Zhou, L 2010, Man, J., 

Zhen, S. & Ren, R. 2011, Zou, Y. 2014, Huang, Y. 2015).  
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Another theme concerns the governance challenges deriving from the complex central-local 

relations in the Chinese administrative system. In the context of China being a “bureaucratic 

authoritarian one-party state” (Kroeber 2016, p.1), the practice of territory management, according 

to Zhou (2010), “makes it even more difficult to conduct vertical monitoring because the central 

government only has limited information and the local government is not held accountable by 

citizens or the media” (p.14-15).  

For example, aiming for policy effectiveness, the past decade has witnessed growing efforts by the 

central government to strengthen vertical monitoring over the policy process. This has been done 

through improving policy content, streamlining administrative structure and strengthening 

supervision over service delivery on the ground. For example, more specific rules and procedures 

have been laid out to direct local implementation, including detailed quantitative target goals and 

timeframes for completion, clarity of funding sources and strengthened monitoring system by 

requiring provincial level government leaders to sign contracts with the central ministry to ensure 

service delivery (Huang, Y. 2012).  In practice, however, top-down mobilization of (sometimes 

forced) consensus on policy targets and provision outcomes only encourages local governments’ 

tendency to stereotype and disregard the needs of the community they are supposed to serve (Hill & 

Hupe 2002). Thus, when under pressure to meet prescribed targets and fearing the consequences of 

failure, cases of data manipulation become prevalent, distorting service priorities (Ye, J. et al. 2010, 

Huang, Y. 2012, Jiang, X. 2015). The quantitative bias in performance management also provides 

opportunities for policy entrepreneurs seeking to advance their own agenda.  

In summary, the implications of these insights are that resistance to paradigm shifts at the local level 

is to be expected. Where the intergovernmental dilemma in the Chinese model of urban governance 

is concerned, long-established pro-growth policies have become institutionalized and the vested 

interest of local governments is for land and housing prices to be high and rising. Meanwhile, room 

for discretion and local agenda continue alongside the national policy in light of weak vertical 

monitoring.  

What, then, are the prospects for the affordable housing programs and the effect on improving 

housing conditions for the urban poor, in the context of an ongoing negotiation between central and 

local government over housing policy priorities? How has the role of local government in housing 

evolved, parallel to the adaptation of the national policy? What are the causes of local disparities in 

policy development? What constitutes the discretionary power and the possible challenges to such 

power of local governments in service provision and program manipulation of housing policies? 

What kind of incentives could possibly motivate local governments to sacrifice growth for equity 

objectives? These are the questions this research aims to answer in the following chapters. To date, 

although a lot of work has been done in the form of ‘local studies’, often dealing with their impact of 

national policies, few studies have been concerned with the negotiative process from national policy 

to local practices through program implementation, and its impact on people’s wellbeing, and 
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housing poverty alleviation for the urban poor, in particular. Neither is there much effort to trace 

and compare the changing role of local government in housing policy and the underpinning 

mechanisms across regions and over time. The purpose of this study is to fill this literature gap, 

utilizing the comparative case study methodology to illustrate the key behavioural patterns and 

identify the underlying mechanisms of the local government at the municipal level in their 

performance of affordable housing provision.  

3.3. Summary   

In summary, the aim of this chapter is to provide a historical and up-to-date analysis of Chinese 

housing policy and practice in which an examination of national policy is linked to the comparative 

studies of international experiences. The first section reviews the competing perspectives on the 

role of the government in housing and the variations of housing policy development derived from 

the welfare state literature and comparative housing policy studies. The second section reviews 

scholarly contributions of Chinese housing policy studies. It synthesizes the major arguments 

analysts have advanced about the development and challenges of housing policy evolution in China’s 

transitional market economy and concludes by identifying literature gaps and laying out research 

questions that the current study intends to explore. The next chapter presents the research design 

and analytical framework, which forms the foundation for the empirical examination, justifying the 

scope and case study selections for comparative analysis.  
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Chapter 4   Central-local interactions in affordable housing 

provision: analytical framework and research design   

The aim of this study is to examine the recent evolution of Chinese housing policy and its impact on 

people’s housing welfare in urban areas. As the previous chapter established, in doing so it is 

important to recognize the distinct but interdependent roles of central and local governments in 

policy processes. Drawing on the existing literature of Chinese bureaucratic and fiscal studies on 

central-local relations, this chapter lays down the theoretical foundation for the analytical 

framework of the current study, which measures the distinct behaviour patterns of Chinese city 

governments in housing safety net provision and the resulting impact on social stratification, in the 

context of China’s post-reform intergovernmental dilemma. The second half of the chapter outlines 

the research design of the empirical investigation, defining the program scope and location choices 

for policy study. The data collection involves documentary analysis and field research, while case 

study and comparative analysis are the primary tools for data analysis.  

4.1. Central-local interactions in China’s urban housing governance 

4.1.1. The dynamics of central-local interactions in China’s post-reform social policy  

One of the salient features of China’s post-reform intergovernmental relations in social policy 

development is its centralization-decentralization dynamics. The complexity derives from the 

institutional arrangement, comprising a highly centralized bureaucratic power and personnel control 

and a highly decentralized executive authority and resource allocation (OECD 2005, Zhou, L. 2010, 

Zhou, X et.al. 2013). The outcome has been the fragmentation of authority and accountability in the 

policy process, entailing behaviours of “selective implementation” by local officials as they 

manoeuvre between high-powered incentives, fiscal constraints and opportunities, and market 

dynamics. Although the system has, in its unique way, contributed to China’s post-reform “economic 

miracle”, the cost has been a growing distortion in the mode of governance and market intervention 

by government, resulting in a shortage of public services and widening disparity across regions and 

between social groups.  

Administrative decentralization and territory management 

The Chinese government is organized into a five-level hierarchical system, where under the central 

government, about 43,000 subnational governments (SNGs) are divided into four levels: 33 

provincial level, 334 prefectural level, 2,851 county level and 39,862 township level units (Figure 

4.4.1).   
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Figure 4.1.1 Administrative structure of government in China (End of 2016) 

 

Source: National Bureau of Statistics (2017). China Statistical Year Book, p. 1-1 Divisions of Administrative Areas in China (End of 2016) 
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Politically, China is a “bureaucratic authoritarian one-party state” (Kroeber 2016). Differing from a 

federal system, there is no clear division of labour between the central and subnational 

governments, where “the same party controls the bureaucracy at all levels of governments; and the 

party’s central organization department in Beijing appoints the senior leadership of all provinces and 

many cities.” (p. 4) Decisions taken at the top notwithstanding, to implement policies, the central 

government devolves most resource allocation powers to local authorities, depending on them to 

carry out their responsibilities (Zhou, L. 2010). Thus, in the implementation process, local 

governments have a degree of discretion and autonomy in local affairs.  

One measure of decentralization is the proportion of the civil servants working at each level of the 

government, organized as a “pyramid”. According to Wong (2018a, p.13), there are less than 60,000 

civil servants working in core ministries and state agencies of the central government. Combined 

with public service units attached, the total number of central government staff is approximately 

1.92 million, sitting atop a bureaucracy with more than 41 million employees (excluding the armed 

forces and state-owned enterprises), which accounts for less than 5% of the total number of civil 

servants in China. In comparison, this proportion in the USA is 16-17%. In Europe, it is 33% in UK, 

50% in France; while in other Asian countries, the figure is 26% in Japan and 66% in India (Zhou, L. 

2010, p.167, Wong, 2018a, p.14). In practice, following the hierarchical pyramid of authority 

delegation, responsibilities are assigned and transmitted downward level by level, with “each level 

managing only the next layer of subordinate units and trying to hold them accountable for 

performance” (Wong 2013, p.2). The majority of public employees are therefore positioned at the 

bottom of the hierarchy, where policy programs are implemented, and services are delivered.   

Another measure of decentralization is the share of budgetary expenditure that takes place at the 

local level. In 2016, the central government accounted for only 15% of the total national budgetary 

expenditure, compared with an average 54% in the period 1958-2002 (Naughton 2018, p. 525 & 

Kroeber 2016, p.4). Figure 4.1.2 shows the distribution of budgetary expenditure by level of 

government from 1993 to 2009. According to Wong (2010), such a high fiscal expenditure share by 

the SNGs is because “nearly all public services, including some of the most vital and costly, are 

assigned to local governments at the lower levels, including basic education, health care, social 

security, and infrastructure” (p. 3). In contrast, however, these highly decentralized financing 

responsibilities are not matched with revenue assignments. In fact, the local share of the total 

government budgetary revenue dropped dramatically from 78% to 44% following the tax sharing 

reform in 1994, which plateaued at below 50% through 2014 (displayed in chapter 2, Figure 2.2.5). 

The consequence is that, when resources are inadequate, the assigned responsibilities of service 

provision for local governments appear to be unattainable, making the central government’s 

intention to hold them accountable for their performance to a large extent unrealistic.   
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Source: Wong 2018a, p.14  

Emphasising path dependence, Zhou (2010) illustrates the logic and causes of such a centralization-

decentralization dynamics of China’s present bureaucratic system from a historical perspective. 

Tracing back to the Chinese dynasty period, Zhou identified two fundamental features of China’s 

traditional administrative governance: “the hierarchical administrative subcontracting system” and 

“territory management” which, he argues, remains essential to understanding intergovernmental 

relations in China today.  

According to Zhou (2010), this system was a “logical choice” for ancient emperors and ministers, 

because of the “information constraints”, due to the sheer geographical size of China and limited 

avenues for transportation and communication, and the “fiscal constraints” because of limited 

taxation capacity of the central government, given China’s small-scale peasant economy (p.41). 

Thus, the design of the hierarchical administrative subcontracting system by “breaking down 

complex administrative functions and assigning them to lower-level governments” was aimed at 

reducing organizational costs, while maintaining central control in the “decision-making and 

supervisory authorities” (p. 42). Using geographical boundaries to determine local responsibility, 

“territory management” was considered an effective approach to hold local officials accountable for 

their performance (p.43).  

Many changes have taken place since the emergence of new China. For example, new vertical lines 

of authority have been established from the central ministries directly to their local line agencies and 

large SOEs, as well as the imposition of ideological supervision of the Communist Party over cadres 

and government officials through both vertical and horizontal coordination. However, the 

mechanism of the traditional territory-based hierarchical administrative subcontracting 

management continued to a large extent in China’s present bureaucratic system (OECD 2005, Zhou, 
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L. 2010, Naughton 2018). In particular, as decentralization progressed alongside economic reforms, 

the territory-based monitoring system has been reinforced by GDP performance-based “political 

tournaments”, with intra-governmental subcontracting practices also extended to public service 

provision and budgetary management in both institutional and administrative organizations (Zhou, L. 

2010, pp. 52-54). Today the system faces growing challenges as China transitions towards a market 

economy, with substantial implications for China’s economic and social development. 

Political tournaments and the behaviour of local government officials 

Much has been discussed about the “miracle” of China’s post-reform unprecedented economic 

growth, of which the adoption of “administrative decentralization” and “political tournaments” 

governance model is considered a core contributor (Li, H & Zhou, L 2005, Zhou, L. 2010, Xu, C. 2011, 

Yao, Y 2014, Huang, Y. 2017). It is argued that while decentralization has endowed local 

governments with greater power over administration, economic management and public finance, 

the implementation of territory management and “political tournaments”, by promoting regional 

competition and “linking the promotions of local officials with the performance of local economy”, 

has provided the key incentives for China’s spectacular growth performance and infrastructural 

expansion in the past decades (Zhou, L 2010). However, this governance model has resulted in 

distortions where a vast contrast occurs between rapid and steady economic growth and the lagging 

progress of social development, weakening the role of social policy in reducing inequality and 

providing security for people (Zhao, L 2013). 

Incentivising local officials with career advancement to induce economic performance derives from 

two main conditions. One is China’s hierarchical bureaucratic system, with the concentration of 

administrative power and personnel control at the higher-level governments. As Zhou elaborated:  

“In reality, the appointment of a particular level of government leaders is decided by the next 

higher-level government. The higher level governments exercise their power of personnel 

appointment or recommendation to carry out political tournaments among their 

subordinates, motivating them to fulfil the targets set by high-level government through 

hard work. This measure puts the administration heads in every district at the same level into 

a promotion competition relation. This competition model establishes a pyramidal ladder of 

promotion that starts from villages and township as today’s bottom-level administration 

organization to counties, cities, provinces on up to the central government.” (Zhou, L. 2010, 

p. 160)   

Despite ambitions to boost their careers, opportunities for promotion to higher positions for local 

officials is limited, as at each level they reach, to continue moving up the competition only becomes 

tougher. Moreover, as Naughton (2017) pointed out, with norms that set term and age limits on 
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each level and rotation of power at the top, “incentives for performance become even stronger, as 

an official approaches an age associated with ‘up or out’ career intersections.” (p.10). The second 

condition is the shift from political loyalty to pro-growth development incentives since the economic 

reform, making annual GDP growth rate and other local economic indicators the benchmark for 

performance evaluation of local leaders. On the one hand, the statistics of economic performance 

like GDP growth rate are easy to obtain, enabling the performance appraisal and comparison to be 

carried out in a fair and open manner (Zhou, L. p.72). On the other, development incentives are 

often more compatible with local officials’ interests in aligning with local businesses and developers, 

as policy initiatives that contribute to growth and accumulation can also be a way to “enrich cronies 

and relatives” (Naughton 2017, p.11). That is, with local governments having resources and 

discretion to carry out growth objectives, the rent value of government’s power increases alongside 

market expansion, subsequently creating room for renting-seeking activities.  

More recently, however, although high-powered incentives remain prevalent in the Chinese 

bureaucratic system, the incentive system and performance evaluation has broadened its scope 

(Naughton 2017). From 2005, calling for a more sustainable and environmentally friendly economic 

growth, more indicators other than GDP growth rate such as social outcomes were integrated into 

local governments’ performance evaluation. In the face of multiple objectives and pressures to 

balance conflicting resource allocation demands, local officials have exhibited behaviours far less 

proactive as predicted by the tournament theory. Rather than giving highly focused attention to 

reaching goals set by the higher authorities, many appear inclined towards ad hoc behaviours, 

employing improvised strategies in the policy implementation process (Zhou, X. et.al 2013).  

Building on Lindblom’s incrementalism thesis of public administration and policy process, Zhou and 

his colleagues adopt the term “muddling through” to describe such distinctive behaviours of Chinese 

bureaucrats at the subnational level. They are, in principle “highly sensitive to targets and directives 

imposed by higher authorities”, but in practice “reactive” in nature, relying on “incremental changes 

as strategies for coping with the unintended consequences of their actions” (p.124). While the 

pressure of meeting targets and promotion competition is overwhelming for local officials, according 

to Zhou, drawing on existing literature on government behaviour studies:  

 “(it) often induces coping behaviours (both legitimate and illicit) such as selective 

implementation, distortion or fabrication of records which would induce a decoupling of 

symbolic compliance from substantive compliance, and the pursuit of short-run gains at the 

expense of long-term benefits.” (Zhou, X. et.al 2013, p.125)   

These observations put the effectiveness of top-down bureaucratic power in mobilizing and 

regulating behaviour of local officials under question. The use of high-powered incentives may be an 

effective way to induce local officials to perform tasks and meet targets, but in aligning their 

interests with the goals of the central government, the capacity of such personal responsibility-
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based performance management system is rather limited. In fact, the vast geographical size and 

regional diversity of China suggests that any centralized approach towards target setting and 

incentive design cannot fit all circumstances, and poorly designed incentive and accountability 

mechanisms are likely to cause distortion, creating room for “interpretation” and discretion at the 

local level.  

Central-local fiscal relations and the challenges of municipal finance 

The intergovernmental financial relationship in China is both hierarchical, with the power of taxation 

and budgetary instruction and supervision highly concentrated at the top, and integrated, with most 

expenditure responsibilities assigned to local governments, including many vital public services 

(Wong 2010, 2013). The paradox, however, has emerged from the 1994 Tax Sharing Reform, which 

“recentralized revenues but left expenditure responsibilities unchanged” (World Bank 2002, p.27). In 

the following two decades, whereas revenue shares have continued to shift upward to the central 

government, the budgetary pressure on local governments has intensified, in the face of growing 

expenditure needs on the one hand, and inadequate budgetary resources on the other.   

The two principal objectives of the 1994 fiscal reform were to “simplify and increase the 

transparency of the revenue sharing system” and to “revive and strengthen the central 

government’s effort in redistributing fiscal resources across regions”, which required a systematic 

overhaul of the existing intergovernmental transfer systems to improve efficiency and equity (Wong 

2002, pp.16-18). Hitherto, however, there has not been an adequate revamp of the transfer systems 

or sufficient rules and principles set to govern the transfer process. Since the late 1990s, high levels 

of transfers have dominated the inter-governmental fiscal system, with the aim of rectifying the 

“vertical imbalances” in order to fulfil expanding policy mandates. In particular, from 2004, under 

the banner of “Harmonious Society Building”, the proliferation of social welfare programs has 

coincided with an even greater proliferation of transfer programs, of which many were earmarked, 

and ad hoc in nature (Wong 2018b). In 2013, central government transfers to local governments 

amounted for 4.3 billion yuan, comparing to 246 billion yuan in 2000 (p. 275). Of these, a great 

majority (74%) went to the county level, the administrative level responsible for the provision of 

growing public services.  

Despite the significant increase in volume expansion, the effectiveness of transfer programs in 

channelling resources to where they are needed has been far from satisfactory, falling short of 

supporting local governments’ public financing and enabling resource equalization among regions 

(OECD 2005, Shen, C., Zhao, X. & Zou, H. 2014, Wong 2018). It has also placed a mounting 

administrative pressure on the central government, which is small in size under China’s highly 

decentralized administrative system, and therefore has limited capacity to monitor and supervise 

the use of the funds on the ground. The negative consequences include the widening local disparity 
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in public services and the problem of enforcement of policies, contributing to issues such as 

wastefulness and cost inflation (Wong 2018b).  

Another far-reaching legacy of the 1994 fiscal reform was the neglect to bring extra-budgetary 

revenues under supervision, but instead tolerating and even implicitly supporting the use of various 

“self-financing” approaches by local governments, often involving informal and “backdoor 

practices”, to fill the fiscal gap for public services and infrastructure investment (World Bank 2002, 

2010, 2013, 2018). The detrimental impact of such neglect is the undermining of fiscal authority and 

disciplines, distorting incentives and expenditure priorities in local budget management. Moreover, 

it also tends to reinforce regional disparities, given the near-total autonomy of local governments 

over these resources, which are themselves unequally distributed by nature.  

These problems are particularly pervasive in the cities, given that little adaptation has been made to 

formal budgetary arrangements in order to address and ensure sufficient fiscal support for 

urbanization (Wong 2013). In fact, over the past two decades since the late 1990s, the Chinese 

municipal finance has “evolved to rely overwhelmingly on extra-budgetary resources, mainly land 

sales and off-budget borrowing.” (p.275). Consequently, as the existing literature attests, the fiscal 

decentralization and revenue autonomy of local governments has led to preferential expenditure on 

growth-supporting infrastructure, over public services and human capital investment (Fu, Y. & 

Zhang, Y. 2007, Zhou, L. 2010, Wong, 2013, Naughton 2018) 

On the one hand, investing in infrastructure is essential for economic development, which is a key 

criteria of performance evaluation and promotion incentives among local officials. Yet, until 2014 

(National People’s Congress 2014), local governments were prohibited from borrowing and raising 

debt for capital investments. In reality, however, they have always managed to do so, but from off-

budget and even hidden channels (Wong 2018b). An important solution has been “land financing”, 

building on the city government’s de facto ownership of urban land and monopoly control over 

converting agricultural land for urban uses. The success in developing land has not only generated 

lucrative revenues for local governments, mostly off-budget in principle, but also enabled their 

borrowing for infrastructure investment to remain under the radar, chiefly through establishing 

funding vehicles while using land as collateral to back their debt (discussed in chapter 2). Such an 

approach by “monetizing state assets” has provided vital resources for China’s urban development, 

but it has also entailed significant cost (Wong 2013). It creates distorted incentives for local 

governments to intervene in the urban land and housing market, leading to excessive land 

conversion, overdevelopment and prompting a housing affordability crisis. It also attracts rent 

seeking and corrupt behaviour, while leaving many cities with alarmingly high levels of debt and 

unsustainable long-term growth.  

On the other hand, despite central government’s increased commitment towards greater social 

welfare and broader safety net provision, local officials have weak incentives to respond and adapt 
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to provide more inclusive and high-quality services. Having to bear the expenditure responsibilities 

without sufficient revenue sources within the formal fiscal system, city governments rely on 

extrabudgetary resources to finance social policies (Wong 2013). This distorts the implementation 

process by encouraging local interpretation and operational flexibility without regard to the original 

policy intention and long-term fiscal sustainability. The situation is also reinforced by the fact that 

local officials are not held accountable by local residents and communities (Zhou, L. 2010). It is 

against this background that as hundreds of millions of rural migrants flood into cities looking for 

jobs, city governments have little regard to their need for public services, which in turn affects 

migrants’ capacity to settle into urban life and local communities (discussed in Chapter 2). As a 

result, with massive land and capital injected into infrastructure under government steerage, and a 

housing boom steadily unfolding, a dilemma over “physical overexpansion and human under-

expansion” has emerged in China’s urbanization process (Naughton 2018, p. 523). Looking forward, 

this unsustainable model of urbanization puts the future prosperity of China’s economy under 

question.  

4.1.2. Central-local interactions in affordable housing provision: an analytical framework  

Synthesizing the existing literature on Chinese intergovernmental relations, the above analysis 

highlights the highly centralized nature of policy-making and personnel control, through the 

mechanism of territory management and promotion competition on the one hand, and the highly 

decentralized nature of the implementation framework and expenditure responsibilities in social 

services and investment on the other. These highlight the embedded context of local governments’ 

distinctive behaviour in China’s transitional market economy. This complexity is well illustrated by 

the behavioural patterns of local governments in governing housing issues, exhibiting both 

sensitivity to the top-down policy mandate and directive steerage from the central government, 

while at the same time applying substantial discretion in response to pressures from the local 

environment, often deviating from the original policy intentions in the process.  

Implementation as an interactive process: incentives and constraints 

Concerning the policy impact on improving people’s housing welfare, this study draws attention to 

the distinctive behaviour pattern of local governments in program design and service delivery of 

affordable housing programs. It delves into the implementation process, aimed at revealing the 

contributing factors influencing their decision-making towards particular policy choices and 

strategies. In structuring the process analysis of housing policy implementation in Chinese cities, 

Barrett and Fudge’s (1981) conceptualization of “policy process” is adopted: 

 “Policy cannot be regarded as a ‘fix’, but more as a series of intentions around which 

bargaining takes place and which may be modified as each set of actors attempts to 
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negotiate to maximize its own interests and priorities. Interests and pressures may alter over 

time in relation to changing circumstances and in response to the way that continuing 

activities of the organizational environment impinge on the ‘outside world’. Thus, it becomes 

difficult to identify a distinct and sequential ‘implementation process’ which starts with the 

formulation of policy and ends with action. Rather, it is appropriate to consider 

implementation as a policy/action continuum in which an interactive and negotiative process 

takes place over time, between those seeking to put policy into effect and those upon whom 

action depends.” (Barrett & Fudge 1981, pp.24-25) 

The experience of China’s post-reform housing policy development resembles this observation. 

Firstly, the distinct roles of central and local governments in the housing policy process 

notwithstanding, their interaction during implementation goes beyond simple hierarchical influence, 

as a combination of actions and responses involving constant negotiation, bargaining and 

compromise. Employing an incremental and pragmatic approach, the unfolding of China’s housing 

reform has occurred through constant adjustments in strategy and adaptation to changing 

conditions. This involved encouraging local experiment and initiatives, some of which were adopted 

and integrated into policy adjustments applied nationwide, in accordance with the overarching 

macroeconomic objectives and agenda. What follows is a new round of interaction as local 

governments implement with discretion, manoeuvring between top-down policy mandate and 

incentive, and competing priorities and governance pressures from the local environment.  

Second, building on the perspective that regards implementation as an interactive and negotiating 

process, it requires broader approaches to measure policy effectiveness, for this research on 

governing housing issues in particular. The concern, as Barrett and Fudge (1981) portrayed is that, “if 

policy is modified as a result of inter-or intra-agent negotiation, then how can ‘conformance’ or 

‘compliance’ be judged? What may appear to be failure in the policy-makers’ terms may be regarded 

as success by the implementing agencies in negotiating a policy which fitted their own definition of 

the problem or situation.” (pp.25-26). In the case of China, as discussed in the earlier section, despite 

its highly centralized bureaucratic organization and personnel control, in practice problematic 

incentive design and institutional constraints are evident, setting limits to the capacity of 

bureaucratic power exercised through hierarchical authorities. Moreover, under the logic of territory 

management and fiscal decentralization, local officials retain substantial discretionary authority over 

resource allocation in the implementation process, exhibiting behaviours of “symbolic compliance” 

in the strategy of “constant readjustment” (Zhou, X. et.al 2013, p. 128). It is therefore important to 

recognize the multiple pressures imposed on local governments in housing policy implementation, 

both in the form of incentives and constraint, as well as from both higher level and local task 

environments, in order to evaluate outcomes in terms of “effectiveness”.  
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Analytical framework 

Figure 4.1.3 maps out the analytical framework by illustrating the housing policy implementation 

process. In this process, while the central-local interactions shape the evolution of program 

development at the municipal level, the contextual variables (the local policy environment and 

government resource capacity and growth agenda) and their internal interactions are examined and 

analysed to reveal how they have influenced policy choices and adaptations in case study cities, and 

the resulting policy outcomes in both output and impact, quantitative and qualitative dimensions. 

Firstly, the description of the affordable housing program itself, as instructed by the national policy, 

sets the starting point of the analysis. A set of questions are raised to illustrate these factors of 

policy content:  

• What are the program goals? What kind of benefits are offered? Who is the program aimed 

at? Who determines the eligibility criteria and what are they?  

• How are the projects and benefits to be financed? What are the land supply arrangements?  

• How are the program’s benefits to be delivered? How are different levels of government and 

institutions, as well as market actors, organized into or out of the policy process? 

• How is the program implementation monitored and evaluated? And by whom?         

Secondly, the analysis of contextual variables of case study cities considers how they intervene in the 

process when program tasks are being implemented. These factors include local socioeconomic 

development and demographic situations, particular housing issues at stake in the local market, and 

the availability of resources among all actors involved in the program delivery. Considered together 

they help highlight the existing challenges and priority issues that city governments face when 

making particular policy choices and adaptations to housing programs in the implementation 

process. In examining the city’s socio-economic development, the focus is to consider both the 

overall housing situation and the demographic and labour market trends of the local policy 

environment, and how they shape social and political pressures relating to housing issues. 

Meanwhile, the availability and accessibility of local resources, including local government public 

finance capacity, land scarcity and financing repayment pressure are analysed, as well as the existing 

public housing stock and other societal resources, as either advantages or constraints on service 

provision in cities under investigation.   

A key to understanding local policy-making in relation to housing is to recognise the distinct but 

interdependent roles of central and local government in policy process. On the one hand, central 

and local government have different motivations, objectives and preoccupations in relation to 

housing. The central is concerned with overall macroeconomic and social stability, economic and 

industrial regulation, investment and redistribution consequences, whereas local government gives 

more attention to need and pressures, which are often multiple and sometimes conflicting, that 
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require delicate manoeuvring and compromise. On the other hand, it is at the local level that 

implementation takes place, where local governments have considerable discretion to manipulate 

and interpret the overall program policy that reflects their particular situation. For the central 

government, to overcome the local preferences and prejudices when resolving difficult issues, such 

as embracing responsibility for a wider range of people in housing safety net provision, often 

involves consensus mobilization through incentive design, and administrative enforcement through 

imposing institutional constraints.  

Implementation variations and outcome performance are examined through a comparative lens. 

The defining factors of implementation variations include the scope of the targeted recipients, the 

process of local resource mobilisation and allocation, and the service delivery model, in the form of 

in-kind benefits or monetary transfer, or both. Together, they articulate the differing policy choices 

by the city government under comparative analysis as a result of the interplay of the independent 

variables illustrated above. That said, while policy choice-making is a dynamic process of inter and 

intra-governmental interaction, negotiation and compromise, it does not necessarily mean the 

generated consensus on collective goals will deliver the desired outcome for policy effectiveness or 

social efficiency. Therefore, the focus of the outcome analysis needs to be “performance” oriented, 

exploring both quantitative and qualitative dimensions of service delivery and resource allocation. In 

particular, quantitative outputs consider the statistical outcome of affordable housing construction, 

distribution and subsidy provision, while qualitative results measure service provision in terms of 

administrative inclusiveness (hukou and non-hukou, especially the migrant workers), and efficiency 

and equity in public funds and urban land allocation. 
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Figure 4.1.3. Policy implementation process and analytical framework  
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4.2.  Affordable housing provision in Chinese cities: the research design  

The aim of this research is to investigate the recent evolution of affordable housing provision in 

Chinese cities and its impact on improving people’s housing welfare, with a particular focus on the 

program implementation at the service delivery level. The underlying assumption is to consider the 

mechanisms of “selective implementation” by city governments as explanation for differing policy 

outcomes in terms of welfare impact on urban needy households across different localities. It does 

this by focusing on the implementation process and policy outcomes of two affordable housing 

programs, the Public Rental Housing (公租房)and the Urban Shantytown Upgrading (棚户区改造), 

which form the core of China’s current affordable housing regime aimed at enabling “adequate 

housing for all”. Under each program, using comparative case analyses, the research assesses the 

program delivery from a contextual and action-focused approach, delving into the observations 

about “who has been served” and “who has been left behind”, questioning how and why, and the 

contributing factors deriving from the both market and institutional context in the given locations.  

4.2.1 Program scope  

Focusing on the experience of Chinese housing policy and practice in the past decade from 2007, 

when the central government re-conceptualized the overarching policy rhetoric from growth-

oriented “enabling homeownership” (住者有其屋) to people-oriented “ensuring adequate housing for 

all” (住有所居), the current study examines the effect of affordable housing provision in Chinese cities 

across two major programs, the Public Rental Housing program (PRH) and the Urban Shantytown 

Upgrading (USU) program. This research scope is defined drawing on concerns of both relevance and 

complexity. 

Chronologically, China’s urban housing policy since the market reform in the early 1980s has 

experienced two major transitions: the formal termination of the employment-based housing 

provision system in 1998, which ushered in a dramatic tenure transition of urban China from a 

“public rental” to a “private homeownership” dominated society; and the bringing back of the state 

through public housing expansion in the post-GFC era, as part of China’s deepening reform and 

rebalancing efforts, committing to the construction of a “multi-tiered housing security system” (多层

次住房保障体系). In this process, the concept of “housing affordability” in policy language has taken 

on a wider connotation, expanding beyond ownership concerns to include also rental and slum 

housing upgrading assistance needs. This has coincided with a rising emphasis in the government’s 

commitment to ensuring “basic housing needs” for a broader range of people on the one hand, and 

a gradual shift of the housing policy ideology towards a more tenure-neutral system (租售共举) on 

the other.   



Chapter 4 Central-local interactions in affordable housing provision: analytical framework and 
research design  

84 
 

Where the development of individual housing programs is concerned, the provision of various 

ownership assistance schemes, including the original Economic Housing program (经济适用房 since 

1994) and its later iteration, the Price-capped housing10 (限价房 since 2007), have become 

increasingly diminished, eventually being phased out as part of the national policy mandate. From 

the 12th FYP period (2011-2015) (State Council 2012, Document 29), while the national policy agenda 

for “housing security” provision no longer included Economic Housing, the local policy adjustments 

varied, with cities such as Guangzhou completely ceasing program provision and others like Shanghai 

and Chongqing retaining the program but integrated into new approaches. Meanwhile, the Public 

Rental Housing program and the Urban Shantytown Upgrading program were introduced, emerging 

as the core of the government’s commitment to housing welfare at the arrival of the new era11.  

Aimed at housing safety net expansion, much of the public service provision efforts in the post-GFC 

era were directed to rental assistance. In particular, the housing issues of rural migrant workers who 

had until then been neglected from social protection by their host cities were for the first time 

directly addressed. While urging enterprises to take responsibility for ensuring and improving 

housing conditions for their migrant employees, the Public Rental Housing program, launched in 

2010, also included the migrant population as potential beneficiaries of government rental 

assistance. Moreover, from 2013 onward, incorporating China’s New Urbanization Strategy (2014-

2020) under the Xi-Li administration, the Urban Shantytown Upgrading program emerged to the 

core of the government’s housing poverty alleviation strategy. The target was to accelerate 

shantytown upgrading of the various left-behind urban dilapidated neighbourhoods, given their 

concentration of at-risk urban residents, including a large population of low-income migrant 

workers.  

                                                           

10  The price-capped housing scheme, also called double-capped housing (两限房), was introduced in 2007 as a 
form of homeownership assistance via public-private partnership approach. Born out of the Economic Housing 
program, which has since 2007 narrowed its target population to include only low-income households, the 
price-capped housing, in contrast, targets medium-income households, mainly first home buyers and displaced 
families due to urban renewal projects. The scheme involves local government setting limits on selling price 
and floor space of units to be built when auction the land to developers. Once built, eligible home buyers are 
to purchase the unit from the developers directly, with full ownership rights offered. In practice, the scheme is 
more of a strategy of “putting out fires” at the time of housing affordability crisis., The scheme attracts little 
interest from local government (as it costs at their land income) or developers (as it reduces their profit). It 
also raises questions about social efficiency of government intervention, given that the scheme is deemed to 
benefit middle class households rather than the real poor in need. The scheme has never become a mandated 
program on the national level (Zhu, Y 2014; Zhou, Y. 2014; Yang, Z & Chen, J. 2014) 

11 The outbreak of GFC (2007/08) as well as the demographic change has witnessed the slow-down of China’s 
economy, with growth rates declining from double digit levels since 2003 to 7.7% in 2012 and 2013, and 7.4% 
in 2014. In 2014, at Beijing APEC meeting, President Xi Jinping used the term “New Normal” (新常态)describing 
China’s entry into a new stage of economic development. In essence, the “New Normal” stands for a strategic 
rebalancing, one serving to stabilize the system and to obtain new consensus on governance while shifting its 
growth model from investment to consumption, from export to domestic demand, from quantity to quality 
(Garnaut, Ross (2016) “China’s new normal inches on” in East Asia Forum 
http://www.eastasiaforum.org/2016/07/10/chinas-new-normal-inches-on/ ).   

http://www.eastasiaforum.org/2016/07/10/chinas-new-normal-inches-on/
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Taking these into account, for the purpose of this study which concerns the recent evolution of 

China’s housing policy and practice, it is appropriate to focus on both the PRH and USU programs for 

in-depth exploration, while keeping the EH program in the background. That said, it is recognized 

that the core concept of the EH remains relevant and has been integrated, in various forms, into the 

current policy practices. The discussion will touch on these in the corresponding sections.  

4.2.2 Fieldwork and location selection 

For each program, the empirical analysis builds on fieldwork conducted in Guangzhou, Shanghai, 

Chongqing, Shenyang and Fushun between May and August 2016. The location selection draws on 

two primary concerns. Firstly, it focuses on large, top-tier municipalities because they present 

complexity of housing problems including market distortion, migration pressure and political 

interventions. As a study that examines the behaviour patterns of local governments in addressing 

housing issues for social welfare, the rich policy environment, featuring high-level and multiple 

pressures, conflicting interests and competing motivations, offers greater opportunity for in-depth 

exploration. In particular, despite the promise of job opportunities and higher wages, rural to urban 

migration associated housing challenges and social stratification in large and more developed cities 

are more evident and frustrating, as the provision of social services remains highly discriminating.  

Second, employing comparative analysis, the study examines the mechanisms of selective 

implementation by city governments in housing safety net provision. Consideration of the location 

selection is therefore sensitive to the variability of program engagement experience, with the aim of 

bringing diverse city cases under investigation. In particular, under the PRH program study, 

Chongqing is notable for its “pioneer” behaviour, as the innovative origin of the program 

experiment, whereas in contrast, Guangzhou is recruited as a diverse case for comparison, 

characterised by its program engagement in response to top-down policy mandates. For the USU 

program, rustbelt cities Shenyang and Fushun in Liaoning province and the inner-city district of 

Shanghai are studied as diverse cases of shantytown upgrading projects for comparative analysis. 

While Liaoning spearheaded the shantytown upgrading initiative, the program adaptation 

experience of Shanghai provides a good comparison given the city’s long history of market-based 

urban renewal and gentrification. 

In essence, this “diverse case” selection approach highlights the interactive nature of central-local 

relations in Chinese housing policy development. It occurs, at the central level, through 

acknowledging and adopting local policy innovations in practice, which are then integrated into the 

national policy agenda and subsequently rolled out through administrative enforcement measures. 

At the local level, with the city governments assuming discretionary authority over resource 

mobilization and allocation, it involves constant negotiation and compromise in the process of 

putting policy into effect, resulting in implementation and outcome variations in affordable housing 

provision, among cities.   
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4.2.3 Data collection and analysis 

This study uses documents, observations, case studies and interviews as the tools for data collection. 

Evidence is drawn from each, corresponding to the variables outlined in the analytical framework 

(4.1.3) in order to answer the two primary guiding research questions:  

1) What effect do the affordable housing programs have on improving housing conditions for 

the urban poor in Chinese cities? And how do the outcomes differ across localities?  

2) What are the mechanisms of local discretion in program development and service delivery 

that explain such disparity?  

Both qualitative and quantitative data is collected from government release of policy documents and 

regulations, official information disclosure through the various city-specific online public housing 

application and allocation platforms, as well as media reports and interview transcripts of published 

interviews with current and former government officials.  

• Local macroeconomic, demographic and institutional context data:  collected from: a) local 

official statistical annual release and government work report; b) local chronicles and urban 

development almanac through local library and archives; c) secondary journals, research 

papers and industrial reports; d) supplemented by interview findings; 

• Affordable housing program design and implementation policy data: collected from a) local 

government official reports and archive; b) official release through online platform; c) 

supplemented by in-field direct observation and case studies; 

• Program output housing construction data: collected from a) official release through online 

platform and government work reports; b) secondary media reports and research papers; c) 

in-field direct observation and case study; d) supplemented by interview findings; 

• Program output service delivery/resource distribution data: a) pre-2010 data collected 

from local archive and government release (hard copy collected during interview); b) post-

2010 data collected from official release through online public housing platforms under 

transparency measures (Government Information Disclosure Bill); c) supplemented by 

interview findings; 

Tracking policy evolution and outcomes through documentary research and statistical analysis is one 

of the major evidence collection techniques utilised in this study. The researcher’s ability to source 

and collate materials available in Chinese language allows for broader access to data, in a variety of 

formats including retrieving and extracting “raw” data released on local Chinese government 

websites, information platforms and public information release channels. One particular source that 

provides valuable information for the study is the affordable housing management government 

online platforms, set up at the city level. Since the 12th FYP period, in an effort to enhance 
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transparency as well as reduce corruption and fraudulent behaviour in the public housing sector, 

city/county level governments have been required to release annual affordable housing construction 

and service distribution outcomes to the public (General Office of State Council 2011, Document 45). 

In particular, the policy requires that all application and approval process for PRH program must be 

open for public viewing, providing an opportunity for community consultation, prior to the service 

implementation. That said, although this allows access to important raw material, the quality of 

information released online by local governments varies across cities and is often not user- friendly 

or particularly consistent in presentation across the board. This necessitates extensive work and data 

‘wrangling’, to draw important information out and transform into a valuable format in providing 

evidence for the research. 

Equally important for the data collection is the field research, through direct observation and 

interviews. Site visits offer first-hand knowledge and in-depth experience of living conditions in 

affordable housing communities, extending the understanding of policy implementation on the 

ground. Acknowledging that housing is more than merely a physical shelter, in examining the policy 

effect on improving people’s housing welfare a broad range of social environment factors are 

considered, such as transportation, community services and public facilities in order to evaluate its 

liveability and impact on people, which is facilitated through direct observation during the site visits. 

Moreover, information-gathering activity during the fieldwork also involves process observation, 

including visits to local affordable housing information/application offices, as well as participating in 

new housing/project inspection and onsite application organized by local authorities. This enables 

direct contact with local housing providers and target populations, as well as data collection for 

process analysis. In total, the fieldwork was conducted across five cities, with 15 PRH projects and 7 

urban shantytown sites12 visited. The selection of PRH projects includes both long established and 

newly built, while the shantytown sites visited were either existing, or partially under demolition. 

The approach offers both inter and intra-city comparison, providing a broader perspective of public 

housing development and its impact over time.  

Alongside the local archive/statistics data collection and in-field observation, formal interviews were 

conducted in Guangzhou with officials from the General Affairs department of the Guangzhou 

Municipal housing security office. The interview explores questions about Guangzhou’s affordable 

housing provision, under the following topics: a) the local public housing institutional arrangement; 

b) the decision-making towards local policy strategy; c) the problem of low-occupancy and poor 

coverage in policy practice; d) state-market dynamics in policy implementation. The findings shed 

                                                           
12 The PRH projects visited include four in Guangzhou (Jinshazhou new community, Vanke Wanhuilou , Fanghe 
Garden, and Longgui City), four in Chongqing (Minxin Jiayuan, Chengnan Jiayuan, Yunzhuan Shanshui, and 
Meili Yangguang Jiayuan), four in Shanghai (New Jiangwan Shanjing Garden, Putuo Xinyue Apartment, Pudong 
Bojingyuan, and Caolu community), and three in Shenyang (Zhongxin city, Kejian village and Metro Fenghuang 
new city); the urban shantytown sites visited include two urban villages in Guangzhou (Shipai and Xiancun), 
two under demolition shantytowns in Chongqing (Guanyin Qiao and Shibati), and one existing run-down old 
neighbourhood in Shanghai (Gaofuli), one mining shantytown in Fushun (Modi) and one in Shenyang 
(Zhujiangjie Tashan street).    
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light on the policy implementation from a city government perspective, highlighting the issues 

around intergovernmental dynamics and the barriers that have hindered the achievement of policy 

objectives. In addition, informal interviews/conversations with locals were carried out throughout all 

onsite observation visits, including subjects who are themselves recipients/potential recipients of 

public housing assistance, local neighbourhood committee administrative staff of and the public 

housing application office, security guards at the public housing compounds and personnel in the 

private low-cost rental housing sector. These discussions enabled critical access to individual 

perspectives, contributing to a well-rounded understanding of the implementation issues under 

investigation.  

4.3. Summary   

This chapter has outlined the research design and analytical framework, which form the structural 

and theoretical base for the empirical investigation designed to achieve the aim of the study. The 

following two chapters present and analyse the research findings of the policy evolution and 

implementation details of the Public Rental Housing (Chapter 5) and the Urban Shantytown 

Upgrading (Chapter 6) programs across case study regions, through a comparative lens. Delving into 

the implementation process of different cities, under each program, three groups of factors, namely 

program design, policy environment and the role of local government are examined, and their 

internal interactions analysed to reveal how they have shaped distinct policy preferences and 

adaptation strategies across cities, as well as the effect on achieving policy effectiveness in both 

quantitative and qualitative dimensions.  
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Chapter 5   Public Rental Housing provision in Chinese cities 

This chapter investigates the rise and expansion of the affordable rental strategy in Chinese cities 

over the past decade. It first reviews the evolution of China’s public housing policy, from a strict 

means-tested residualist approach in the context of an overarching “ownership” enabling strategy 

alongside market transition, to a more market engaged “affordable rental” strategy in response to 

the surging housing affordability and inequality challenges in the post-GFC era. At the national level, 

the launch of the Public Rental Housing (PRH) program forms part of the central government’s 

commitment to expanding housing safety-net assistance. The aim of the program is to better serve 

the diverse needs of urban working households, while ‘shaking up’ hukou-based discrimination 

against rural migrant workers in service provision in urban China. At the municipal level, the policy 

implementation shows great diversity, producing mixed outcomes. Through case study and 

comparative analysis, the following sections delve into the implementation process of PRH provision 

in Chinese cities, and in particular, the differing experience in Chongqing and Guangzhou. Although 

both cities have actively engaged with the program, each has developed a different strategy to align 

with their resource base and development profile.   

5.1. The evolution of China’s public rental housing policy    

In the course of market transition since the early 1980s, China’s urban housing reform has 

experienced two major turning points: the 1998 policy decision to fully terminate work units’ 

provision of public housing, shifting the reform agenda from gradual ownership diversification to 

fundamental sector restructuring, with the market becoming the dominant source of housing 

supply; and the 2007 policy transition to redefine the role of government in housing from the focus 

on market enabling to housing safety net expansion, embracing the responsibility for a wider range 

of people. In particular, the initiation and reformulation of social rental housing programs have been 

a key component of this process.  

5.1.1 Restructuring the public housing sector in market transition  

The initiation of the Low-cost Rental Housing (LRH) program    

After two-decades of gradual and incremental adaptation, the Chinese housing market reform 

reached its turning point in 1998, when the government announced it would fully terminate the 

practice of employment-based direct housing provision. The overall objective was to establish a new 
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multi-layered urban housing supply system, of which, the division was to be primarily income based 

and housing tenure to be owner-occupation dominated. That is: 

 The lowest-income households (最低收入家庭): to be assisted by the Low-cost Rental Housing 

program (廉租房) as part of the social relief and safety-net system;  

 The low and moderate-income households(中低收入家庭): to become home owners, assisted 

by the Economic Housing (EH) program (经济适用房) with government subsidy;  

 The other higher income households (其他收入高的家庭): to rent or purchase through direct 

market provision (State Council 1998, document 23).  

The initiation of the Low-cost Rental Housing (LRH) program was part of China’s post-reform social 

welfare restructuring, under which local governments were deemed responsible for basic public 

services and safety net provision for the needy urban poor. Employing a residual approach, the LRH 

program was strictly means-tested, targeting chiefly those locally registered Dibao13 households who 

would otherwise be unable to secure basic housing needs through market solution alone (Ministry of 

Construction 1999, document 70).   

For service delivery, the initial program design focused on in-kind provision (实物配租), under which 

public rental units were to be directly allocated to eligible households at a low-cost rate, which 

would be primarily cost-based (basic maintenance) while taking into account tenants’ income 

situation. In practice, however, the rapid scaling down of public housing stock stemming from the 

privatization campaign left local governments with little resources to cope with any growing 

demand. Meanwhile, the impact of the 1994 tax sharing reform had resulted in mounting budgetary 

pressure on city governments in the face of rising public service needs. As a result, the actual 

coverage of the LRH program was very small, targeting only the extremely poor households. (Wang, 

Y. 2007). The service provision also became increasingly monetized as city governments opted to 

provide rental allowances or cash subsidies instead, to minimise cost pressure from sourcing rental 

units and ongoing maintenance and management expenses. A prevailing attitude was that public 

expenses on social rental programs were resource-draining, a trade-off for market growth and a 

source of welfare dependency (Wang, Y. & Murie 2011).  

The 2003 revision  

By 2003, as the real estate sector took off and became a mainstay industry of China’s urban 

economy, strengthening market regulation emerged at the centre of policy concern (State Council 

                                                           
13 The National Bureau of Statistics of China classifies households’ income into seven groups: the lowest (10%), low (10%), 

lower-middle (20%), middle (20%), higher-middle (20%), high (10%) and highest (10%). The lowest-income household 
group, also referred to as “Dibao” households (低保户) in Chinese social policy context, are those who receive basic living 
subsidies under China’s “Minimum Livelihood Guarantee Scheme” (discussed in chapter 2) 
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2003, Document 18). Emphasising the primary role of the market in resource allocation, the overall 

policy agenda was rephrased into establishing a sustainable urban housing supply system, under 

which a majority of urban residents were to resolve their housing needs or improve housing 

conditions through market provision. Correspondingly, the Ministry of Construction revised the 

provision guidelines for the LRH program, with support from the Ministry of Finance, Ministry of Civil 

Affairs, Ministry of Land and Resources, and State Administration of Taxation (Ministry of 

Construction 2003, Document 120). This joint approach, acknowledging the importance of 

intergovernmental coordination in social housing provision, was aimed at streamlining the 

implementation process and service allocation procedures to enhance program effectiveness and 

accountability.  

For implementation, while the service provision itself had become diversified, monetary support 

through cash subsidy became the preferred method of service delivery.    

a) Rental allowance (租赁住房补贴): city/county governments to transfer cash subsidy to eligible 
applicants renting from the market  

b) In-kind LRH allocation (实物配租): city/county governments to lease LRH to eligible applicants 
at special rate set for LRH; 

c) Rent reduction (租金核减): the property owner (enterprises) to offer rent reduction to 
residing LRH tenants for a certain period of time (Ministry of Construction 2003, Document 
120);   

In practice, other than granting rental allowances, local service providers were to resort to other 

alternatives only under special circumstances. This was particularly the case for the in-kind rental 

support, where city governments were prohibited from investing in new LRH projects and the only 

way to restock the housing supply was through acquiring old houses where appropriate. As a result, 

direct rental allocation became limited in most cities, available only for elderly, disabled or 

households in need of urgent housing relief.  

While enhancing fiscal efficiency (minimizing the cost while maximizing the benefit of program 

provision) was clearly part of the argument behind these changes, the 2003 policy made little 

adjustment to the funding arrangement for program operation. Notwithstanding, a particular effort 

was made in the policy to clarify funding rules, including legitimate sources for program financing. In 

addition to local budgetary expenditure, city governments could also resort to using the value 

increase of the local Housing Provident Fund (extracted from incremental savings for a required 

percentage), public donation and other fundraising channels.  
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The 2007 revision 

The release of the 2007 State Council’s Suggestions on Solving Urban Low-income Households’ 

Housing Difficulties (State Council 2007, Document 24) denoted a new phase in China’s housing 

policy. Committed to better addressing housing affordability and inequality challenges, the 

government kick-started a large-scale expansion of public housing and the LRH program emerged at 

the focus of the policy agenda.  

In December 2007, a new revision of LRH policy was released, in a joint announcement by nine 

central government ministries (Ministry of Construction 2007a, Document 162). The newly joined 

stakeholders included the National Development and Reform Commission, Ministry of Supervision, 

Bank of China and National Bureau of Statistics, indicating the higher profile of the program 

compared with its previous operational status. In essence, the policy committed to expand program 

coverage to a broader scope of urban needy households, with the corresponding adjustments in 

service delivery approach and funding arrangements.  

In terms of target population, the revised program expanded the eligibility scope from the lowest 

10% to 20%, to also include low-income urban households under housing stress. For 

implementation, an incremental operational plan was laid out: 

 By the end of 2007, to have all eligible Dibao (or lowest-income) households under city 

administration covered by the program (应保尽保) through “rental allowance” assistance;  

 By the end of 2008, to have all eligible Dibao (or lowest-income) households under county 

administration covered by the program (应保尽保) through “rental allowance” assistance; 

 By the end of the 11th FYP (2006-2010), to extend program assistance from the lowest, to 

low-income urban households under housing stress; the Eastern region and other capable 

areas should aim to achieve this goal by the end of 2008 (State Council 2007, Document 24) 

Concerning the effectiveness of the service delivery, whereas cash subsidy remained the primary 

assistance model, there was a clear reversal in policy principle from the 2003 policy, regarding the 

need for city governments to invest in new construction of LRH. The 2007 revision called for sensible 

investment by city governments where there was a severe shortage of small-sized affordable rental 

or high rental prices in the local markets (Ministry of Construction 2007a, document 162). For 

implementation, the policy suggested a mixed approach with a majority through inclusionary 

neighbourhood strategy (配建), incorporating LRH projects into other larger scale affordable housing 

(Economic housing or Shantytown upgrading resettlement housing) and/or ordinary commercial 

housing projects. The idea was to help reduce the fiscal burden, while encouraging community 

support and social inclusion of disadvantage groups.   
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Funding wise, new sources were introduced, and clearer instructions were composed to guide 

implementation. Specifically, three aspects are worth noting. First, the 2007 policy stipulated that 

the local authority should invest all net value increased income of the local Housing Provident Fund 

to the program development. Second, a minimum 10% of net income from land sales should be 

allocated to fund the program. Third, for the central and western regions where local governments’ 

financial situations were poor, central government was to provide special funding support through 

transfer payments.  

Post 2007, in line with the government’s strong commitment to low-income housing support, rising 

fiscal investment by all levels of governments resulted in a rapid expansion of LRH provision. As 

revealed in a 2010 national audit report, the aggregate of government funding in the sampled 

nineteen provinces surged from 8.86 billion yuan in 2007 to 64.23 billion yuan in 2009 (NAO, 2010). 

Reflected in service delivery, a total of 2.47 million low-income households had obtained assistance 

from LRH programs by the end of 2009, up from 690,300 in 2007. Meanwhile, the majority (27 out of 

the 32 cities audited) had their program coverage extended to include also low-income households 

under housing stress (NAO, 2010).  

Nonetheless, when positioned in the context of overall urban housing development, the public 

sector lagged far behind in “bringing the bottom up”. According to the NBS large sample household 

survey, in 2010 the share of the low-income social rental housing as of the overall market supply was 

only 4.3%, and out of the total 265 prefectural level cities, only 6 cities had its public housing sector 

greater than a 30% market share (Liu, Z., Jing, J. & Man, Y. 2016, p.7). In terms of beneficiaries, the 

2010 Census indicated that only 2.45% of urban households were covered by the program (Yi, C. & 

Zhang, Z. 2013). In fact, with fundamental issues remaining unsolved, such as hukou-based public 

service provision and territory based urban governance, as well as the incentive distortion of local 

government in land and housing development, mere physical expansion of the public housing sector 

was not enough to make a substantial impact on the long-term improvements of social welfare for 

low-income populations.      

5.1.2 “Affordable rental” strategy towards housing safety-net expansion   

The initiation of the Public Rental Housing (PRH) program 

Despite the rapid scaling-up of public housing in most cities from 2007, tackling housing affordability 

and its associated inequality problems remained a thorny task for the government, involving striking 

a balance between curbing a real estate bubble and boosting domestic demand, at a time of 

mounting stress on economic stability amidst the Global Financial Crisis. In large cities like 

Guangzhou and Shanghai, where housing prices surged dramatically in the post GFC era (Figure 

5.1.1, also see Housing Affordability Index in Table 2.2.1 Chapter 2), the emergence of the so-called 

“sandwich class” (夹心层) households caught the attention of academia, the media and government 

alike (Zheng 2009; Yu 2010). The particular housing problem facing this social group, whether they 
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are working class households or young graduate employees, is their constrained access to either 

market provision, due to the lack of affordability, or public provision due to the lack of eligibility for 

government subsidised affordable housing programs based on their income level (Ma 2009, p46).  

 

Source: National Bureau of Statistics: China Statistic Yearbook (2004-2016), p. 6-47; Shanghai Statistic Yearbook (2004-
2016) p. 18-3 http://www.shanghai.gov.cn/nw2/nw2314/nw2319/nw18462/index.html ; Guangzhou Statistic Year Book 
(2004-2016), p. 7-9 http://210.72.4.52/gzStat1/chaxun/njsj.jsp    

The initiation of the Public Rental Housing (PRH) (公共租赁住房) program was in response to this 

provision dilemma, stemming from the combination of market distortion and lagging public housing 

development. Thus, differing from the LRH program, which originated as a vital part of the safety net 

provision, the design of the PRH program was aimed at providing rental assistance to urban 

residents experiencing “temporary” housing affordability stress (阶段性住房支付能力不足) in the 

context of intense housing cost inflation (Ministry of Housing and Urban-rural Development 2010, 

Document 87).  

For implementation, emphasising its role in assisting urban working households and young 

graduates’ transition towards an eventual independent housing solution, the program restricts the 

maximum tenancy length with the government subsidy to a three to five-year period, to discourage 

welfare dependency. At the same time, the program is to be more inclusive, with a relaxed hukou 

restriction stipulating that capable areas (有条件的地区) may consider extending program assistance 

to qualified migrant workers, given their stable employment status (稳定职业) and long-term 

residence in host cities (在城市居住一定年限).  

Another distinctive characteristic of the PRH program is its market price-based rent setting 

approach, which uses comparable (similar location and quality standard) market rate as the starting 
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Figure 5.1.1 Selling price of commercial residential housing 2003-2015
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point, from which adjustments are made by taking into account both the income situation of the 

potential beneficiaries and the fiscal pressure involved in property management and service 

delivery. The implementation guidelines are set as below:  

a) Rental rate for PRH should be set relatively lower than the market rate for rental properties 

of similar location and at the same period;   

b) The rental rate should be updated and published on an annual basis; and local market prices 

and income level reference point should be provided by professional appraisal agents to 

ensure credibility;  

c) Rental income will be collected as non-tax revenue and turned over to local state treasury, 

which then forms the special fund to cover the cost of loan repayment, property 

management and maintenance and other investment subsidy. (Ministry of Housing and 

Urban-rural Development 2010, Document 87)    

Moreover, to overcome fiscal constraints, city/county governments are encouraged to engage with 

commercial and institutional investments for PRH development. For implementation, the principle 

“who invests, who owns it” (谁投资，谁所有) was set to prevent ownership disputes. It follows that 

PRH property, if privately financed, can be legally transferred between entities as an asset, in 

compliance with market rules. Thus, in contrast to the LRH provision, which is purposely set apart 

from the commercial market, relying on public funding for service delivery, the PRH program 

attempts to bring commercial interests to public service provision, creating a new model of 

“affordable rental” while redirecting public funding towards the financial leverage role in service 

investment. The concern though, drawing on the experiences in countries like the USA, UK and 

Australia, is about the tendency of the program towards “picking winners” rather than serving 

people in need, due to an increased dependency on commercial funding for public housing services 

(Blessing 2016).  

The rolling out of the PRH program also coincided with the launch of the 12th Five-year (2011-2015) 

plan on National Social and Economic Development. As part of the plan, “providing LRH assistance to 

urban low-income households and PRH assistance to urban lower-middle income households” was 

stipulated as the responsibility of government for basic public services in housing (Chapter 35, 

Xinhua News 2011). Six months later, the State Council released the new Guidance for the 

Development and Management of Affordable Housing, pledging to rebalance the urban housing 

provision system by increasing the share of affordable housing to 20% of the overall housing supply 

with the five-year period (General Office of the State Council 2011, Document 45). The mandate 

entailed building 36 million new affordable housing units nationwide, including 10 million new PRH 

units and 4 million new LRH units (the 12th Five-year Plan for the National Basic Public Service 

System, the State Council 2012, Document 29) (Table 5.1.1). 
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Table 5.1.1 the 12th FYP on basic public housing service provision: National standard (LRH & PRH) 

Program LRH program PRH scheme 

Target 
population 

 Local urban hukou low-income households  Local urban hukou lower-middle income 
households;  

 Eligible new graduate employees; 

 Qualified migrant workers; 

Provision model In-kind provision: 

 Unit size under 50 sqm; 

 Cost-based rent at reduced rates set by local 
authority; 

Rental allowance: granted based on 

 average rental rates in local market; 

 local economy and average housing standard; 

 recipient’s capacity to pay     

In-kind provision only: 

 mainly small sized units, floor space around 40 
sqm;  

 market-based rent at reduced rates set by local 
authority by taking into account recipients’ 
capacity to pay 

Funding sources   City/county governments’ fiscal budget and 
specified funding sources;  

 Central and Provincial governments’ 
funding/financing support; 

 City/county governments’ fiscal budget and 
specified funding sources;  

 Central and Provincial governments’ 
funding/financing support; 

 Commercial and institutional investments and 
financing support;  

Provision 
targets 

(by 2015) 

 Up to 4 million units to be built; and  

 Up to 1.5 million new recipients (household 
application) to be covered   

 Up to 10 million units to be built 

Source: the 12th Five-year Plan for the National Basic Public Service System (State Council 2012, Document 29, Article 9) 

By the end the 12th FYP period, the overall public budget expenditure (from all levels of 

governments) on various social rental programs amounted to 593 billion yuan (Figure 5.1.2). In 

terms of policy output, by the end of 2014, a total of 16.6 million affordable rental units (including 

both LRH and PRH) were built nationwide (Xinhua News 2015), and an aggregate of 11.26 million 

units were let to tenants by 2017(Wang, Y. 2017).  

 

Source: MOF National government final accounts 2010-2016 “National General Public Budget Expenditure” 
http://yss.mof.gov.cn/zhengwuxinxi/caizhengshuju/  
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Provision: 2010-2016 billion yuan 

LRH program PRH program Monetary Rental Subsidy Overall

http://yss.mof.gov.cn/zhengwuxinxi/caizhengshuju/
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The merger: affordable rental for whom?  

In practice, the coexistence of the LRH and the PRH programs caused much confusion and 

inefficiency. To solve the problem, in 2013 the MOHURD announced a merger of the two programs 

under a unified operation from 2014, which would continue to be known as “Public Rental Housing” 

(Ministry of Housing and Urban-Rural Development 2013, Document 178). The decision, according to 

Zhang Feng, the deputy director of the Policy Research Centre of the MOHURD, was made with a 

view to simplifying the application process, thus improving program efficiency while reducing 

administrative costs; and to allow flexibility of benefit transfer if recipients’ income and housing 

situations change/improve over time, thus minimising public resources misallocation and unfair 

benefit distribution (Wang, D. 2013).  

Correspondingly, a set of transition guidelines was rolled out, covering issues ranging from housing 

construction to funding management, from rent-setting mechanism to housing distribution 

principles (Table 5.1.2). In theory, post-merger there would be greater efficiency and inclusiveness. 

All eligible applicants, whether socially disadvantaged families or financially constrained working 

households, (including migrant workers), would be served by the consolidated program, catering for 

diverse needs. Shifting away from a residual “safety net” approach, towards an overarching 

“affordable rental” strategy involved mobilizing diversified financing sources, through employing 

market operation while providing government guarantee of infrastructure support to engage 

commercial investment, thus enabling a broader reach of social services without increasing the 

burden of public debt. 

In practice, however, there are concerns about the long-term implications for the social efficiency of 

program provision due to an increased dependence on commercial funding sources. The merger 

may be an effective solution for consolidating and improving resource management, contributing to 

an increased capacity of program delivery and flexibility of benefit transfer, but its impact on shaping 

local governments’ mentality towards public housing provision tends to be limited. In reality, access 

to social housing programs has remained a scarce resource in most cities. Moreover, considering the 

principle “who invests, owns it”, it is more likely that a commercial-interest oriented selective 

approach is employed for benefit distribution, leaving the central government’s commitment to a 

more inclusive and equal public service provision of housing under question.  

To sum up, this section describes and analyses the evolution of China’s social rental housing policy, 

from a residual “safety net” approach alongside market transition, to the rise of the “affordable 

rental” strategy in response to surging housing affordability and inequality challenges in the post-

GFC era. Through case study and comparative analysis, the following sections delve into the 

implementation process of PRH provision in Chinese cities, and in particular, the differing experience 

in Chongqing and Guangzhou. In practice, although both cities have actively engaged with the 

program, each has developed a different strategy in pursuit of their commitment to both local 
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objectives and the national policy mandate, providing a fruitful opportunity for comparative analysis 

and theoretical elaboration. In addition, both cities’ governments have promoted transparency in 

service provision, allowing public access to updated information on housing construction and service 

allocation through online release and publication. This enables data retrieval and statistical analyses 

of project development and implementation outcomes of the program in case study cities. The 

analyses, supported by field visit observations and interview data collections, help reveal the 

underlying logic of policy design and the factors that have influenced the achievement of policy 

objectives in Chongqing and Guangzhou respectively.    

Table 5.1.2 Post-merger Public Rental Housing operational guidelines 

 Before: parallel operation of LRH and PRH After: unified operation under the PRH program  

Housing 
construction 
management  

LRH 
  

Projects under planning 
To be merged and placed under the unified 
planning management  

Projects under construction  
Once completed, to be placed under the unified 
housing management  

Public 
funding 
allocation  

Local government 

Construction funds   
Merged into a unified funding scheme for PRH 
development 

Rental subsidy for LRH 
applicants  

Remain the same 

Central 
government 
(tilting towards 
regions with poor 
fiscal capacity) 

Special funds via the MOF 
for local PRH development 
and low-income rental 
subsidy 

Remain the same 

Special funds via the NDRC 
for local LRH development  

Special funds via the NDRC for infrastructure 
development of local PRH projects 

Rent-setting 
mechanism 

LRH  
Government-set, 
operational cost-based rent 
setting system   

Government-set, market price-based dynamic rent 
setting system:  
a. In principle, the rent should be marginally 

lower than the current market rate for 
properties with similar location and layout; 

b.  “Government set” based on the local 
economic development level and fiscal 
capacity, aiming for the balance between the 
market rate and operational costs and the 
applicants’ rental affordability; 

c. “Dynamic rent setting”:   
1. Government owned PRH: rent variations 
across tenants of different income groups; 
2. Non-government owned PRH: uniform 
rental costs, with eligible low-income tenants 
seeking rental subsidy from local government; 
3. Regular income and financial status review 
and rent adjustment over time;  

PRH  
Government-set, market 
price-based rent setting 
system 

Housing 
distribution 

LRH  
Currently occupied LRH Remain the same 

Currently vacant or 
uncompleted LRH  

Tilting towards eligible LRH applicants on waiting 
list or on rental subsidy scheme; 

PRH 
Locally defined queueing 
system  

Locally defined queueing system with priority given 
to applicants based on the extent of their housing 
hardship, their income status, the length of their 
waiting period and other special consideration. 

Source: Notice on the Merger between the Low-cost rental housing program and the Public Rental Housing Scheme 
(Ministry of Housing and Urban-Rural Development 2013, Document 178)  
http://www.mohurd.gov.cn/wjfb/201312/t20131206_216468.html  

http://www.mohurd.gov.cn/wjfb/201312/t20131206_216468.html
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5.2. Public Rental Housing provision in Chongqing   

5.2.1 The Chongqing Model of PRH: a “Three-in-One” strategy   

About Chongqing   

Chongqing is the youngest and fastest-growing provincial-level municipality in China today. 

Sprawling along the intersection of the Yangtze and Jialing rivers, the city has always been the 

gateway to the vast western region of the country. Separated from Sichuan province in 1997, the 

then sub-provincial city Chongqing, together with the neighbouring cities Fuling, Wanxian and 

Qianjiang merged into China’s fourth municipality under the direct jurisdiction of the central 

government. The decision was made by the central government to facilitate the Upper Yangtze River 

Economic Belt and the Great Western development strategy as well as to coordinate the 

resettlement and migration process for the more than one million people displaced by the 

construction of the Three Gorges Dam project (Chongqing Municipal Government 2017). This 

geopolitical significance has assured Chongqing support from the central government over the past 

two decades, from funding and financial support to favourable tax, land and industrial policies (Liu 

et.al 2016). The government’s ultimate goal is to transform Chongqing into an economic 

powerhouse in Southwest-central China, bridging the development gap between the prosperous 

eastern coastline regions and the vast underdeveloped western inland areas.  

Geographically, Chongqing remains predominantly rural, with 76% of the area being mountainous, 

while cultivatable land is limited, yielding low agricultural productivity (Rock et.at 2016). Since 2007, 

the launch of the “Urban-Rural Integration” (城乡一体化) strategic experiment has brought about an 

accelerated urbanization and industrialization in Chongqing. The unprecedented infrastructure 

expansion over the past decade has transformed the “mountain city” into a vigorous regional hub-

centre for trade and logistics, with roads, railways, ports and airports connecting to the rest of the 

country and beyond. Through attracting manufacturing investment, Chongqing is today the world’s 

largest computer producer, accounting for 40% of the global market (Yamashita & Okoshi 2015) and 

China’s biggest car manufacturer, accounting for one-eighth of the total output nationwide (Xinhua 

2017). By 2015, after a sustained double-digit growth since 2001, Chongqing’s GDP reached 1.57 

trillion yuan, increasing tenfold from 1997 (Figure 5.2.1).  

Notwithstanding such a rapid and robust growth, the overall industrialisation and urbanisation level 

of Chongqing continues to lag behind other major municipalities and coastal cities. This is partly due 

to a lower level economic condition and a large population of poor rural households as the starting 

point of the municipality (Chongqing City Planning Committee 1997, p.180). In this sense, its “Urban-

Rural Integration Strategy” is, in essence a “catch-up” strategy, entailing bold reforms to rural land 

ownership transfer and hukou transition policies, thus capitalizing on the city’s vast hinterland and 
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abundant rural surplus labour. The large-scale expansion of urban public rental supply has been an 

essential component of this process (Zhou & Ronald 2017). By providing transitional housing 

assistance to its rapid growing workforce, with a majority being migrant workers from local and 

neighbouring rural areas, it helps to foster urban settlement and affordable living, thus supporting 

the city’s manufacturing expansion with a stable low-cost labour supply while facilitating its 

experiment of rural land trading scheme14 for urban expansion.  

 

Source: National Bureau of Statistics: Chongqing statistic year book (1997-2015), p. 2-1 
http://www.cqtj.gov.cn/tjnj/2016/indexch.htm  

Program initiation   

Chongqing is one of a few cities (others include Shenzhen, Shanghai and Xiamen) that pioneered the 

“affordable rental” experiment before the program was adopted and rolled out nationwide by the 

central government (Yu, B. 2010). The novelty of Chongqing’s approach to PRH provision is in its 

scale and inclusiveness. The ambitious target, as released in December 2010 by the municipal 

government, was to commence construction of over 40 million sq. m or about 650, 000 PRH units by 

2012. Once built, the program, in combination with other existing affordable housing development, 

aimed to help ease housing stress for the bottom 30% of lower-middle income urban households in 

                                                           
14 Chongqing’s rural land trading scheme or “di piao” system was initiated in 2008 as part of the city’s approach to urban-

rural integration, which offers farmers in remote villages who decide to settle in cities a strong incentive to reclaim the 
land of their rural residential sites. In the process, following the reclamation, farmers will be issued with a land certificate 
(di piao) for the amount of agricultural land created, which they can then sell through the city’s Rural Land Exchange to 
urban developers. For developers, the purchase of land certificate is about acquiring equivalent urban land conversion 
quota, which permits commercial development of new land on the urban fringe. On the one hand, the system helps to 
resolve the conflict between the need for urban expansion while protecting agricultural land for food supply. It also 
enables farmers to receive higher compensation from the sale of their land use right and to better cash in on the city’s 
“urbanization bonanza” (Miller 2012, Liu et al. 2016, Zhou & Ronald 2017).   
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the city (Chongqing Municipal Government 2010, Document 357). The beneficiaries were to include 

eligible local residents facing financial stress and substandard housing conditions, regardless of their 

hukou status, whether they were urban or rural originally (Chongqing State Land and Housing 

Management Bureau 2011, Document 9).  

The program design is described as a “Three-in-One” strategy, in combination with the other two 

existing affordable housing programs, Low-cost Rental Housing and Economic Housing, to form a 

new integrated “rent to buy” affordable housing solution. In theory, after a minimum of five-year 

tenancy, PRH residents could opt to purchase their unit at cost price (Chongqing State Land and 

Housing Management Bureau 2011, Document 9). However, unlike direct market purchase, the 

ownership of PRH units provides occupancy rights only, meaning they can only be traded back and 

forth between eligible applicants and the city’s PRH authority. The intention is to keep PRH within 

the public provision system, thus ensuring the housing supply while helping to minimize rent-seeking 

opportunities and speculative behaviour.  

Resource mobilization  

In terms of resource allocation, in addition to the city government’s strong fiscal commitment and 

supportive land and tax policy, the “Chongqing model” of PRH engages market mechanism in the 

production process, operating through designated state-owned enterprises (SOEs) and land-based 

financing for project development (Table 5.2.1).  

In particular, the Urban Construction Investment Group (城投集团) and the Real Estate Group (地产集

团), both local state-owned land reserve and supply enterprises, are the two authorised developers 

of PRH in Chongqing (Shi, P. 2013). From housing construction through to service delivery, they carry 

out a range of roles from land supplier to project investor, from building contractor to property 

manager. This arrangement, on the one hand aims to help minimise the intermediate expenditure in 

housing development, and on the other enables financing capacity of the PRH projects where the 

SOE developers are permitted to use state assets, specifically land stock, to back their borrowing of 

commercial loans (Zhou & Ronald 2017, p.437).  

Moreover, Chongqing’s vast and largely untapped hinterland has given the city a special advantage 

in PRH development (Qiu, D. 2012). According to Guo Tangyong, the director of Chongqing PRH 

Management Bureau, since the launch of the “land banking” initiative15 in 2002 (Chongqing 

Municipal Government 2002, Document 137), the municipal government had reserved an aggregate 

                                                           
15 Since first emerging in the 1990s with the introduction of the urban land market, “land banking” (土地储备) has become 
a common practice across China. In general, it involves local governments acquiring land from previous users, then 
converting for infrastructure use, or holding for future profitable leasing for commercial use. In practice, land banking 
agencies have been established, usually registered as public service units, or taking the form of SOEs as in the case of 
Shanghai and Chongqing, to represent the local state in exercising its authority (Zhang, Y. 2012; Huang, D. & Chan, R. 2018)         
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of 300,000 Mu (or 200 million sqm) of “developable” land, which allowed for the immediate land 

allocation for the program at the time of initiation in 2010 (Feng, Y. 2011). This massive land reserve 

was also essential for filling the gap in funding, as the government fiscal input only amounted to 30% 

of the estimated construction costs. By using “developable” land stock as collateral, the PRH 

developers were able to raise loans from commercial banks for project financing. In providing the 

repayment, according to Guo, the interest obligation of bank loans would be paid by the rental 

income, while the principal payments would be eventually paid off through selling commercial 

properties on-site, and partially through selling units ownership to residing tenants in five-years’ 

time (Feng, Y. 2011).   

Table 5.2.1 The Chongqing model of PRH: funding strategy 

 
Estimated Value/Costs Funding Sources and Repayment Plan 

Free Land 
Allocation  

60 billion yuan 

 Land usage of 30,000 mu 
(10% of city’s land stock) 

 Land preparation costs at 2 
million yuan per mu  

Direct land allocation 

Funding sources (to cover the pre-allocation land preparation costs):  
 Land supplier SOEs' land sales profit  

Repayment obligation: None 

Tax and Fees 
Reduction 

10 billion yuan All land transfer and housing construction tax and fees waived by 
relevant public service institutions  

Construction 
Financing  

100-130 billion yuan 

 Construction floor space of 
40 million sqm, including 
10% as commercial 
properties 

 Construction costs at 2,500 – 
3,000 yuan per sqm (market 
average rate-based 
estimation) 

Government fiscal input 30%:  30-40 billion yuan 

 Funding sources:  
 Central government funding support: 10% (10 billion yuan) 
 Local government fiscal input: 20% (4-5 billion yuan per year, 

sourcing from budget expenditure, 5% of annual land transfer 
proceeds and property tax income) 

Repayment obligation: None 

Market loans 70%: 70-90 billion yuan 

Funding sources:  
 Commercial bank loans 
 Lending from Housing Provident Fund and Social Security Fund 
 Commercial enterprise/project bonds 

Repayment obligation:  
 Interest payment: 0.5 billion yuan per annum (based on 6% per 

annum interest rate) 
 Principal payment: due in five years or more (based on loan 

agreement) 

Repayment Plan: 
 Rental income to cover interest payment:  

 Rent set at 9-11 yuan per sqm per month 
 Property sales to cover principal payment:  

 On-site commercial space sales: 40-50 billion yuan (based on 
10,000-15,000 yuan per sqm) 

 PRH unit ownership sales (residency rights only):  40-50 billion 
yuan (based on 30% sales at cost-based rates)  

Sources: Information compiled from Chongqing PRH Management Bureau 2011, Guide to Chongqing PRH Application 重庆市

公租房申办指南 and press reports (Feng, Yuding 2011 in Southern weekend; Ci, Bing 2011 in Caijing Magazine; Shi, Po 2013 in 
South Review) 
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Program scope and service delivery  

For service delivery, Chongqing’s PRH program has employed an inclusive approach, targeting a 

broad range of local urban residents, who are: 

a) 18 years old or above; and 

b) have a stable job (稳定工作) and income in the city proper area (主城区); and 

c) comply with the specified income limit; and 

d) are not already a homeowner (private property) or/and experiencing housing difficulties 

(living below the adequate housing standard of a minimum 13 sqm of living space 

average/per person basis); (Chongqing State Land and Housing Management Bureau 

2011, Document 9) 

In practice, however, the “income limit” restriction has been largely ignored, in order to widen the 

accessibility of the affordable rental services to a broader range of the population, including many 

new graduate employees and skilled migrant workers in particular, who may earn an income higher 

than the specified limit, but may also face housing stress and inadequate living conditions (Yang, W., 

Liu, J. & Xu, X. 2012). Another justification as given by the local authority in relaxing the income limit 

criteria, was in regard to its limited capacity to track and accurately verify the income status of all 

applicants (Feng, Y. 2011). As a result, the screening process tended to focus on the applicants’ 

eligibility in terms of their “stable employment status (being employed, self-employed, or retired 

with income capacity to afford the rent) and a real need for housing assistance (not a homeowner or 

are otherwise inadequately housed). While the former is usually verified through cross-checking the 

records held by the local offices of Public Security, Social Security and Industry and Commerce 

Administration, the latter requires information retrieval and screening process through referencing 

the real estate registration database of the Bureau of Housing Management (房管局房屋登记信息系统).  

Moreover, to ensure the affordability of PRH for all income level eligible candidates, the program 

developed a cost-based uniform rent setting system. In particular, centralised direct program 

administration (统筹管理) and separated finance management between revenue and expenditure (财

务管理收支两条线) were implemented to enable the consistency of rental rate setting method and 

service provision standard across all housing projects in different areas of the city. Set at a maximum 

of 60% of the average market rate, the basic principle is to cover the interest repayment cost of 

commercial loans for the construction only, without regard to other expenses, such as land 

preparation cost or financing expenses for infrastructure investment, which are often included in 

other cities’ rent setting practice for the program (Qiu, D. 2012). Chongqing’s former Mayor Huang 

Qifan once asserted in reference to this, “the success of the Chongqing model of PRH could only be 

replicated in other provinces if local governments are also willing to set aside their ‘profit-making’ 

consideration.” (Ci, B. 2011)  
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In addition to a low rental rate (at 9-11 yuan per sqm per month), the small floor space design (35-80 

sqm for one to three-bed units) also enhances the affordability of PRH. As the table 5.2.2 below 

reveals, the overall rental cost has been around 20% of the average disposable income of low and 

lower-middle income urban households in Chongqing. For the lowest and some low-income 

applicants, extra government subsidies (in line with the former Low-cost Rental Housing program) 

may apply, to ensure their affordability (Chongqing State Land and Housing Management Bureau 

2011, document 9).  

Table 5.2.2: Chongqing: Per Capita Annual Disposable Income of Urban Households 2010-2015 

 Year/Income group 
Low-Income Households (20%) Lower Middle-Income 

Households (20%) Lowest Income (10%) Low Income (10%) 

2010 7,506.48 10,622.89 13,424.88 

Rent to Income ratio* 32.0% 22.6% 17.9% 

2013 12,359.00 18,965.00 

Rent to Income ratio 19.4% 12.7% 

2015** 12,531.00 20,486.00 

Rent to Income ratio 19.2% 11.7% 

Notes: * Rent set as an average of 2,400 yuan per annum per person (10 yuan per sqm per month * 20 sqm *12 month), 
based on the rent range at 9-11 yuan per sqm per month, and the allocation principle: 40 sqm unit for 2 or less people 
household, 60 sqm unit for 3 or less people household, and 80 sqm unit for 4 or less people household (Chongqing State 
Land and Housing Management Bureau 2011, document 357) 
             ** The definition of “urban household” changed to include all urban permanent residence population 

Sources: Chongqing Statistical Year Book 2011-2016 http://www.cqtj.gov.cn/tjsj/shuju/tjnj/   

5.2.2 Program implementation and outcome   

Construction output 

Since the initiation, Chongqing embarked on the massive expansion of public housing construction. 

By 2017, a total of 18.26 million sqm floor space, or 275,500 PRH units were built, spreading across 

fifteen PRH neighbourhoods in eight districts of Chongqing’s city proper area. (Table 5.2.3).  

Large-scale, high-density residential setup is a key feature of PRH projects in Chongqing. As revealed 

in table 5.2.3, among the 15 established PRH neighbourhoods, the smallest contains 9,900 units, 

while the largest comprises of 85 33-storey apartment buildings, providing home for more than 

32,000 families and individuals. This large-scale concentrated development approach stems from the 

consideration of land use efficiency, aimed at reducing fiscal burden while creating an economic way 

of living for tenants. It has also, combined with a high occupancy rate, attracted commercial retailers 

and restaurants to the area. While benefiting the residents with greater convenience, the revenue 

generated from the commercial ventures helps offset the financial burden for the project 

development in the long run.   

http://www.cqtj.gov.cn/tjsj/shuju/tjnj/
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Location wise, a great majority of the projects are set up in proximity to the city’s various industrial 

parks and high-tech/education zones, providing city living and transportation convenience for 

working tenants employed at nearby factories. This, in turn, highlights the underlying motivation of 

Chongqing’s PRH strategy, aimed at creating an affordable living environment to foster labour 

migration, through both urbanization and tertiary education channels. The ultimate goal is thereby 

to promote the city, with its stable low-cost labour supply, competing for trade and investment, thus 

boosting growth and accelerating urbanization transition.   

In addition, quick access to public transportation, the subway network in particular, and timely-

established neighbourhood facilities, including local schools, clinics, banks, convenient stores and 

food markets, are also contributing factors for the popularity of Chongqing’s PRH. As observed 

during the fieldwork, most neighbourhoods are provided with shuttle bus services to nearby subway 

station or city hub. Local schools are built, offering enrolment to all school-aged children of rental 

families, with no hukou restriction or preference applied. Space is also reserved within the 

neighbourhood for traditional street food booths and family run shops, with many run by the 

residing tenants, creating a friendly, communal atmosphere.  

A set of photos below taken during the field visit to four PRH neighbourhoods in July 2016, provide a 

glimpse into the housing and living conditions of Chongqing’s PRH.   
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Table 5.2.3: Chongqing Public Rental Housing Projects 2010-2017 

Projects 
Initial 
Move-

in 

Monthly 
rent rate 

yuan/sqm 
Location 

Total 
Units 

10,000 

Residential 
Space 

10,000 sqm 

Commercial 
Space 

10,000 sqm 

Neighbourhood Facility  

Subway 
Line 

Kinder-
garden 

Primary 
School 

Parking  

1 Minxin Jiayuan 2011 11 Close to CBD within 10 km 1.77 108 4.5 √ √ √ √ 

2 Kangzhuang Meidi 2011 10 Suburban 20km from CBD  2.09 124 8 √ √ √ √ 

3 Kangju Xicheng 2011 9.5 University Town & Yongxi Industrial Park 2.4 147 12.7 √ √ √ √ 

4 Liangjiang Minyuan 2012 9 Caijia Economic Development Zone 1.7 106 8 √ √ √ √ 

5 Minan Huafu 2012 9 Jianqiao Industrial Park 1.92 125 5.6 √ √ √ √ 

6 Chengnan Jiayuan 2012 9 Chayuan Industrial Zone 3.2 198 18 √ √ √ √ 

7 Yunzhuan Shanshui 2014 8.5 Suburban 20km from CBD 1.7 140 15.8 √ √ √ √ 

8 Chengxi Jiayuan 2015 8.5 Xipeng Industrial Park 1.09 75 8.6 √ √ √ √ 

9 Konggang Leyuan 2015 11 Konggang Industrial Park & Free Trade Zone 2.89 180 22.9 √ √ √ √ 

10 Meili Yangguang Jiayuan 2016 10 Suburban 30km from CBD 1.5 110 5.7 √ √ √ √ 

11 Bandao Yijing Leyuan 2016 9 Dadukou Jianqiao Industrial Park  0.99 68 12.4 √  √ √ √ 

12 Jiaoping Renjia 2016 8 Jieshi Digital Industrial Zone 1.2 85 9.2   √ √ √ 

13 Jiulong Xiyuan 2016 8.5 Taojia Urban Industrial Zone 1.4 105 13.2 √ √ √ √ 

14 Jinfeng jiayuan 2017 8.2 Jinfeng Industrial Park 1 67 8.2   √ √ √ 

15 Xuefu yueyuan  2017 10 University Town & Yongxi Industrial Park 2.7 188 18.2   √ √ √ 

Total 27.55 1826 171         

Sources: Chongqing Public Rental Housing Management Bureau http://www.cqgzfglj.gov.cn/gzfxmzs/ ; Chongqing Price Bureau http://www.cqpn.gov.cn/gzfzj.htm; Chongqing Public Rental 
Housing Online Forum http://www.cqgzf.com.cn/  

 

 

 

http://www.cqgzfglj.gov.cn/gzfxmzs/
http://www.cqpn.gov.cn/gzfzj.htm
http://www.cqgzf.com.cn/
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a. Minxin Jiayuan 民心佳园 

 
      

 

 

 

 

 

 

 

 

a.1 Minxin Jiayuan is Chongqing’s very first PRH project, the closet to CBD and with full occupancy; 

a.2 Proximity to subway line is 15 minutes walk or 5 minutes bus ride from the neighbourhood; 

a.3 Fresh food market on the doorstep, strict regulation for operational hours and hygiene rules; 

a.4 Outdoor sports and family activity area at the heart of the residential area;   

 

a.1 

a.2 

a.3 

a.4 
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b.  Chengnan Jiayuan 城南家园 

 

   

 

 

 

  

   
 

 

 

 

b.1 Chengnan Jiayuan, Chongqing’s largest PRH project, comprises of 32,000 rental units; 

b.2 Night market arrangement outside residential compound, space for parking during the day; 

b.3 Commercial and public service facilities and shopping centre at the heart of residential area; 

b.4 Local primary school enrollment noticeboard, open to all school-aged children of tenant families; 

for registration, parents/guardian are required to provide evidence of employment status;     

b.1 

b.2 

b.3 

b.4 
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c. Meili Yangguang Jiayuan 美丽阳光家园 

 

 

 

 

 

 

 

 

c.1  Meili Yangguang Jiayuan, completed in 2016, visited on open day for inspection and application; 

c.2 Floorplan showing units layout and orientation, 15 units on each floor, majority 2-bed room unit; 

c.3 On-site application and rental office, providing one-stop service for contract signing, bond 

payment, neighbourhood registration and utility connection  

c.4 Process map for contract signing and registration services  

c.1 

c.2 

c.3 c.4 
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Allocation result 

Table 5.2.4 displays the application detail and allocation results of the twenty rounds of PRH release 

in Chongqing from March 2011 to September 2017, compiled from both official news reports and 

the online release of application approval for the public viewing process. This shows, over a six-year 

period a total of more than 380,000 applications were received, screened and processed, of which 

more than 90% have succeeded in becoming PRH tenants (many did so after two or three rounds of 

application).   

On the demand side, the data shows a consistent over 40,000 new application intake added to the 

waiting list each year, indicating a continued growth in service demand. This can be partly attributed 

to the acceleration of Chongqing’s hukou and land reform alongside the promotion of “Urban-Rural 

Integration” strategy. In assisting local rural surplus labourers and migrant workers to permanently 

relocate and settle in urban areas, it encourages trading their right to rural land for urban hukou and 

access to public services, including housing (Chongqing Municipal Government Hukou Reform 

Leading Group 2011). As the available data reveals (from round 3 to round 15), local rural to urban 

migrant workers make up a consistent 50% of the total applicants for PRH between 2011 and 2016.   

Moreover, for service delivery, aiming for fairness and transparency, Chongqing employs a computer 

automated selection/distribution mechanism (Chongqing Municipal Government Hukou Reform 

Leading Group 2011, p.47). In this process, applicants are first required to identify their preference 

of PRH regarding the location and unit layout. All applications showing the same preference will then 

form a waiting list for corresponding units that become available for allocation; and if unsuccessful, 

applicants will remain on the same list for the next round, and so on. The problem, however, is that 

by treating all applications on the same waiting list indiscriminately and relying on computer 

automated selection alone to determine the distribution outcome, it undermines the complexity of 

housing needs and variations amongst applicants, disregarding any special circumstances that may 

apply.  

Overall, Chongqing’s pioneer experiment in PRH development and service provision has received a 

positive response from the local community, in contrast to the experience of other cities following 

through with the program expansion, which have seen low application responses upon project 

completion or high vacancy rates, despite an evident need for housing assistance among low-income 

residents (Chang, Y. & Chen, J. 2013, Jiang, X. 2015, Wei, H. et al 2015, Ni. P. 2015).   
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Table 5.2.4: Chongqing Public Rental Housing Application and Allocation 2011-2017 

Releasing 
Serie/Date 

Eligible Application Applicants Composition  Allocation Results 

Total Application 
of the Round 

*New 
Application of 

the Round  

Local 
hukou   

Local 
rural 

migrants  

Tertiary 
Graduates / 

Migrant 
workforce 

Allocation Rate  
**Total units 

available 
/allocated 

Studio 1-bed 2-bed 3-bed 

20 Sep-17 43,780 16,293       26.11% 11,429 4,646 3,207 2,655 383 

19 Jun-17 46,836 20,483       41.31% 19,349 6,305 6,084 6,268 267 

18 Mar-17 35,957 9,374       26.71% 9,604 4,899 3,402 784 52 

17 Dec-16 36,915 3,722       27.99% 10,332 5,051 3,560 1,331 177 

16 Sep-16 48,848 11,813       32.05% 15,655 6,047 6,329 3,035 244 

15 Jun-16 61,717 17,102 25.2% 51.4% 23.4% 39.99% 24,682 6,510 7,292 10,437 443 

14 Mar-16 66,409 23,878 27.0% 51.0% 22.0% 32.82% 21,794 8,620 7,045 5,295 834 

13 Oct-15 56,322 13,842 27.0% 50.0% 23.0% 24.49% 13,791 5,226 6,664 1,670 231 

12 Jun-15 59,886 25,826 27.0% 51.0% 22.0% 29.07% 17,406 5,210 6,012 5,194 990 

11 Mar-15 45,159 3,319 29.0% 50.0% 21.0% 24.58% 11,099 4,536 4,937 1,028 598 

10 Oct-14 69,330 51,397 30.0% 50.3% 19.7% 39.65% 27,490 10,893 10,353 4,172 2,072 

9 Jun-14 28,874 13,024 28.0% 48.0% 24.0% 37.89% 10,941 4,941 6,000 0 0 

8 Dec-13 25,108 1,605 29.6% 46.6% 23.8% 36.87% 9,258 5,031 4,205 22 0 

7 Aug-13 47,217 35,496 30.0%     50.22% 23,714 9,396 10,224 3,556 538 

6 Sep-12 29,454 19,780 29.0% 50.0% 21.0% 60.21% 17,733 4,773 10,650 2,081 229 

5 Apr-12 31,463 14,360 30.0% 49.0% 21.0% 69.25% 21,789 5,206 10,305 4,295 1,983 

4 Nov-11 44,224 23,778 31.0% 47.0% 22.0% 61.33% 27,121 5,682 10,186 9,933 1,320 

3 Aug-11 45,096 34,147 35.8% 40.0% 24.2% 54.66% 24,650 7,941 10,338 5,350 1,021 

2 Jun-11 26,137 19,047       58.11% 15,188 5,294 4,075 4,896 923 

1 Mar-11 22,371 22,371       68.31% 15,281 7,663 2,963 3,995 660 

20 Rounds Total Applications 380,657       91.50% 348,306 123,870 133,831 75,997 12,965 

Notes:  * In theory, all unsuccessful applications of the previous round will be automatically added into the application list of the next round. In practice, however, applicants may decide to 
withdraw or become ineligible during the waiting period. The calculation of the new application number here assumes that all unsuccessful applications remain valid and eligible on the 
waiting list. This means that the actual application number in total could be larger.  
              ** In practice, all units available for the round are all allocated, making a 100% occupancy. The total number of the units allocated for each round includes a) newly built ones that 
became available and b) the vacated units that became available for re-let for the round. Therefore, the aggregated unit allocation result is larger than the actual units built so far.  
Sources:  Chongqing Public Rental Housing Management Bureau: Application data: http://www.cqgzfglj.gov.cn/gongzdt/zcgzdt/ Allocation results: http://www.cqgzfglj.gov.cn/xxgs/fygs/ & 
http://www.cqgzfglj.gov.cn/xxgs/yhjggs/

http://www.cqgzfglj.gov.cn/gongzdt/zcgzdt/
http://www.cqgzfglj.gov.cn/xxgs/fygs/
http://www.cqgzfglj.gov.cn/xxgs/yhjggs/
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5.3.  Public Rental Housing provision in Guangzhou  

5.3.1 The Guangzhou practice of PRH: a “Three-to-One” strategy  

About Guangzhou   

Guangzhou, the capital of Guangdong province, is the largest metropolis in Southern China and 

among the top ranked Chinese cities in “urban competitiveness” (Ni et al. 2017). Blessed with a 

desirable location, where inland rivers meet the ocean, Guangzhou is China’s earliest and largest 

trading port, dating back to the Tang Dynasty (618-907) (Guangzhou Municipal Government 2010). 

With trading networks reaching as far as the Arabian Peninsula and East Africa, Guangzhou 

established a unique mercantile tradition on its rich history of foreign influence and global trade. 

This geopolitical advantage waned, in line with the principle of self-reliance under the Maoist 

socialist rule between 1949 and 1978 when trade was suppressed, and Guangzhou was converted 

from “a city of consumption” to “a city of production” (Lin, S. 2013, p.3). Post-reform, Guangzhou 

embarked on the path of regaining its influence as a regional central city through well thought-out 

industrial restructuring and strategic spatial and administrative expansion. Over the three decades 

from 1985 to 2015, Guangzhou’s GDP grew from 12.4 billion yuan to 1.81 trillion yuan (Figure 5.3.1), 

registering the largest economy among all Chinese prefecture-level cities, third among all cities after 

Shanghai and Beijing (provincial-level cities) (Zheng, J. & He, K. 2016).   

 
Source: Guangzhou Municipal Statistics Bureau  http://www.gzstats.gov.cn/gzStat1/chaxun/njsj.jsp  

12.4
32.0

124.3
249.3

515.4

1074.8

1,810.00

1214.7

572.6

22.7

0

200

400

600

800

1000

1200

1400

1600

1800

2000

1985 1990 1995 2000 2005 2010 2015

B
ill

io
n

 Y
u

a
n

Figure 5.3.1 Guangzhou GDP and Trajectory of industrial pattern: 
1985-2015
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While strengthening its economic competitiveness through leveraging high-skilled, high value-added 

production and foreign trade and investment activities, the revival of Guangzhou’s regional central 

city status has coincided with drastic urban expansion and administrative restructuring, resulting in 

tremendous city landscape and demographic transformation. Geographically, Guangzhou spans 

7434.4 sq. km. Administratively, however, up until the year 2000 the city proper area made up only 

19% of this land space, while providing home for nearly 60% of the city’s total population. Although 

the infrastructure upgrading and housing boom across the city proper and urban fringe areas greatly 

eased the pressure on public service and utility shortages in Guangzhou, the overall city planning 

and development throughout the 1980s and 1990s was rather chaotic, lacking cross-divisional 

coordination for long-term urban spatial restructuring and land consolidation across administrative 

boundaries16 (Lin, S. 2013, p. 2).  

From 2000, the unfolding of administrative restructuring brought about a new phase in Guangzhou’s 

urban expansion, with the former county-level cities being gradually annexed under the municipal’s 

direct administration. In this process, while farm land shrunk by 640 sq. km, from 21.4% of the city’s 

total land area in 2000 to 12.8% in 2015 (Figure 5.3.2), Guangzhou’s urbanization rate by hukou 

population increased from 62.8% to nearly 80%. By 2013, more than 950,000 local rural residents 

had transferred their household registration to urban hukou, of which, 42% were land acquisition-

related transaction cases (Guangzhou Statistics Year book 2000-2014).  

  

Source: Guangzhou Municipal Statistics Bureau  http://www.gzstats.gov.cn/gzStat1/chaxun/njsj.jsp  

                                                           
16 Administratively, Guangzhou is a prefectural-level city. Before 2000, Guangzhou comprised eight districts, which formed 
the city proper area under direct administration of the municipal government, and four county-level cities (Panyu, Huadu, 
Conghua and Zengcheng), which were under Guangzhou’s administration on behalf of the provincial government and 
therefore retained partial autonomy and authority in local public management. In June 2000, Panyu and Huadu were 
annexed under Guangzhou’s direct administration, and it was not until January 2014, Zengcheng and Conghua, the last two 
county-level cities, were eventually annexed into the municipal administration of Guangzhou (About Guangzhou: 
http://www.gzsdfz.org.cn/zjgz/gzgk ). 
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Meanwhile, the booming economy and industrial advancement has also witnessed Guangzhou 

becoming one of the most popular destinations for migrant workers in China. By 2016, the city’s 

total resident population reached over 14 million, (up from 9.9 million in 2000), of which more than 

5.3 million, or about 38%, are long-term migrant residents from other parts of the country 

(Guangzhou Statistical Bureau 2017). Rapid housing price inflation from 2004 and the imposition of 

various hukou-based restrictions on home purchasing from 2007 resulted in a rapid growth within 

the rental sector. According to the 2010 national census household sample survey, 35.6% of urban 

households in Guangzhou rented from the private sector, compared with 23.5% of homeowners 

through direct market purchase (newly built or trade of established properties) (Table 5.3.1). This is 

in stark contrast to the national average pattern, where the share of homeownership through 

market provision has been greater than private rental since the reform.  

Table 5.3.1 Proportion of different types of housing: China (urban) vs. Guangzhou 

Data source 
2000 National Census 10% 
Household Sample Survey 

2010 National Census 10%  
Household Sample Survey 

2015 1% National 
Population Sample Survey 

Sample Survey in total: households 
Nation Guangzhou  Nation  Guangzhou  Nation  Guangzhou  

8,154,917 227,042 12,416,562 374,615 2,104,809 124,365 

Home 
owner 

(Purchase 
sources) 

Newly built commercial 
housing 购买商品房 

9.2% 9.1% 26.0% 19.5% 28.2% 18.4% 

Established commercial 
housing 购买二手房 

-   - 5.0% 4.0% 8.8% 8.7% 

Former public housing
购买原公有住房 

29.4% 22.5% 17.3% 9.9% 15.9% 9.7% 

Economic housing  
购买经济适用房 

6.5% 2.6% 5.1% 1.4% 3.9% 1.0% 

Self-build private home 
自建住房 

26.8% 35.7% 16.4% 21.9% 17.0% 21.0% 

Tenant  
(Rental 

sources) 

Public Rental (LRH & 
PRH) 租赁公有住房 

16.3% 12.9% 2.7% 3.6% 2.5% 2.6% 

Private Rental 
租赁其他住房 

6.9% 11.6% 23.1% 35.6% 17.8% 34.3% 

Others 其他 4.8% 5.5% 4.5% 4.2% 5.7% 4.1% 

Source:  

National Bureau of Statistics: a) 2000 National Census: Table 8-4a; b) 2010 National Census: Table 9-4a; c) 2015 1% 
National Population Sample Survey: Table 11-8a (http://www.stats.gov.cn/tjsj/pcsj/)  
Guangzhou Municipal Statistics: a) 2000 National Census: Table 8-4; b) 2010 National Census: Table L9-10; c) 2015 1% 
National Population Sample Survey: Table 11-8a (http://www.gzstats.gov.cn/gzstats/pchb_cydc/list.shtml ) 

Program initiation 

The PRH initiative in Guangzhou was part of the New Experimental Plan of Affordable Housing 

Provision (保障性住房制度创新试点方案) launched by the Guangdong provincial government in 2011 

(Guangdong Provincial Government 2012, document 12). The aim was to carry out the central 

government’s mandate for housing safety net expansion, while balancing local circumstances 

through streamlining existing housing programs’ operation and resource consolidation. In particular, 

a “Three-to-One” PRH strategy was rolled out, in an effort to transform and integrate the city’s on-

http://www.stats.gov.cn/tjsj/pcsj/
http://www.gzstats.gov.cn/gzstats/pchb_cydc/list.shtml
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going affordable housing development into one unified program management and service provision 

of PRH (Guangzhou Municipal Government 2013, Document 3).  

In 2008, following the 2007 national policy revision, Guangzhou embarked on its public housing 

expansion, stipulating the construction of a total of 74,200 to 107,600 new affordable housing units 

within a five-year period (2008-2012), including 18,200-21,000 LRH units and 56,000-86,000 EH units 

(Guangzhou State Land and Housing Management Bureau 2008). With all projects unfolding steadily, 

rather than introducing a brand new program of PRH at the half way point, this integration approach 

enabled the city government to deliver the target outcomes without adding too much cost burden 

or disrupting the existing status quo. 

Thus, differing from Chongqing’s “Three-in-One” approach, which offers opportunity for residing 

tenants to eventually purchase the property for home occupancy, Guangzhou’s PRH projects are 

“built to rent” development, which rules out ownership transition. Alongside this was the decision of 

the city government to completely terminate the provision of the ownership assistance program of 

Economic Housing. The intention, as elaborated by a local official of Guangzhou Municipal 

Affordable Housing Office (广州住房保障办公室) during the fieldwork interview, was partly aimed at 

eliminating the rent-seeking and speculative behaviour associated with the EH program, and partly 

due to the limited capacity of the government to monitor and verify income criteria in the policy 

process. On the other hand, it also draws from the concern over fiscal efficiency of public housing 

development, as retained state ownership is seen as providing better control by the local authority, 

in the event of a dispute or misallocation.  

Resource mobilization  

For project development, the Guangzhou Municipal Affordable Housing Office is the authorized 

responsible body to manage the public investment involved and to coordinate the on-going service 

delivery (Guangzhou Municipal Government 2013). Overseeing the whole process of implementation, 

from project planning, construction to service delivery, the Office itself also acts as a key developer of 

PRH and runs tenancy management for those properties. In addition to direct fiscal investment at both 

city and district level, Guangzhou employs a “multiple legs walking” strategy (Yang & Lai 2011), 

encouraging diversified resource mobilization and business engagement, both for-profit and not-for-

profit operations.  

Table 5.3.2 shows such variety and their respective funding sources and target group focus. In 

particular, differing from Chongqing’s heavy reliance on government borrowing (70%) to enable 

quick and bold expansion of PRH, Guangzhou has generally confined its direct investment in project 

development to within its actual fiscal capacity. Meanwhile, to boost housing stock, the government 

also seeks alternative routes, through purchasing, converting or renting existing vacant 
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units/projects that are deemed suitable, to enhance housing supply variety in terms of location. 

Other approaches include requiring “inclusionary building” (配建) at the time of land 

transaction/auction for commercial residential development, whereby developers bid with 

commitment to build PRH units (usually 5-10 per cent of the total planned construction space) as 

part of the project construction. Preferential policies are also introduced to facilitate enterprise 

direct investment (企业自建) of PRH on their own land for their own employees experiencing 

affordable housing challenges. 

Table 5.3.2 PRH development models in Guangzhou 

Project model  Land policy  Funding sources 
Property 
management 

Target groups 

Direct government 
investment 

(政府投资) 

Free land 
allocation 

Government budgetary 
expenditure; 

A minimum 10% of land sale 
proceeds; 

Value increased from local HPF 
accumulation; 

PRH project related commercial 
and rental income 

Government 
authorised 
agent  

Open to all eligible 
applicants  

Direct social/private 
Investment  

(社会投资） 

Land transfer to 
investor at 
discounted prices 

Commercial developer not-for-
profit investment; 

Public institution not-for-profit 
investment;  

City/district government offers 
tax/fee deduction or discount; 

Commercial 
operator 

Open to all eligible 
applicants 

Commercial property 
development 
inclusionary building  

(项目配建) 

5-10% of the total 
construction 
space   

Package agreement at the time 
of land transfer/auction for the 
project development  

Government 
authorised 
agent  

Open to all eligible 
applicants 

Collective land 
cooperation projects 

(集体建设用地建设) 

Collective 
construction land 
(land use only)  

Land owner as developer; 

Let or sell to government or 
enterprises after built; 

Commercial 
operator or 
government 
authorised 
agent  

Open to all eligible 
applicants 

Enterprise self-fund 
projects  

(企业自建) 

Enterprise self-
owned land 

Enterprise investment  

Enterprise 
management 
under 
government 
supervision 

Prioritise eligible 
employees of the 
enterprise 

Industrial Park 
inclusionary building  

(产业园区配建) 

Incorporated into 
industrial park 
planning for land 
development  

Government or 
corporate/enterprise 
investment  

Government 
authorised 
agent or 
commercial 
operator 

Prioritise eligible 
employees of 
enterprises within 
the industrial park  

Source:  

Guangdong Provincial Government 2012, Document 12, the Notice on Creative Experiment Plan for Affordable Housing 
Provision, section 2.7; Guangzhou Municipal Government 2013, Document 3, the Implementation Guide for Public Rental 
Housing Provision in Guangzhou, section 2. 
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Program scope and service delivery 

In terms of program scope, Guangzhou has employed an incremental approach in its commitment to 

housing safety net expansion. At the initial launch of the program in 2013, the implementation plan 

only specified the eligibility instruction for local hukou applicants. In terms of extending service to 

migrant workers, it stipulates that “city and county governments will reserve a certain amount of 

PRH units annually for migrant worker applicants, which will be assessed and distributed via a ‘point 

system’ (积分制).” (Guangzhou Municipal Government 2013, Document 3) In reality, however, it was 

not until 2016 that the municipal level program began to process applications from non-hukou 

candidates (Guangzhou Municipal Affordable Housing Office 2015, Document 1312).  

Specifically, for hukou applicants, the eligibility criteria are set as below:  

a) Hukou status: applicants, including family member applicants, must have Guangzhou 
urban hukou, and must live or work in the city at the time of application; and 

b) Income limits: applicants’ household disposable income and net value of family asset 
must below the specified minimum standard (using 60% of city's average per person 
disposable income as a reference, subject to regular update); and 

c) Housing difficulties: applicants, at the time of application, must own no property in 
Guangzhou; or unless if the average per person floor space of the owned property is 
below 15 sqm; or applicants who are current tenants of social rental housing 
(government or enterprise supplied) with an average per person floor space less than 15 
sqm; and 

d) Property ownership history: applicants, including family member applicants, in the five 
years prior to the application, must not have been involved in any property ownership 
transaction, including purchased, sold, donated, gifted, or property division through 
divorce; (unless ownership transaction for medical reasons, in which case, evidence will 
be required); and  

e) Previous government housing assistance: applicants, including family member 
applicants, must not previously have been beneficiary of any form of government 
subsidised home ownership assistance, such as Affordable/Economic Housing or 
Resettlement housing.  

(Guangzhou Municipal Government 2013, Document 3) 

The extent of detail in this operational guideline, in specifying almost every possible scenario that 

would affect an individual’s eligibility or entitlement to the program, indicates a residualist approach 

that Guangzhou adopts for its service delivery. Advocating fairness and rule-based decision-making, 

the aim is to ensure that only those in real need are covered by the program and the increased 

welfare burden on public budget is kept under control. Over time, although the “income limits” have 

been adjusted to deliver the committed service expansion (table 5.3.3), much of the other 

restrictions have remained in place. 
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Table 5.3.3 Guangzhou Public Rental Housing Provision - income limits 2007-2015 (RMB yuan) 

Year *Annual income limits 
criteria 

(LRH / PRH)   

(Equivalent)  Per capita annual disposable income of urban 
residents (average) 

2007 7,680 (39%) 22,469 

2010 9,600 (35%) 30,658 

2012 15,600 (45%) 38,054 

2013 60% of 2011 (20,663) 34,438 (2011) 

2015 70% of 2013 (29,434) 42,049 (2013) 

Notes: * the income limits criteria for Low-cost Rental Housing program before 2013 was specified by the city government 
in the form of the maximum average per capita annual disposable income of applicant households. Post 2013, since the 
merger of the LRH and PRH programs, income limits were set at a given percentage of the per capita annual disposable 
income of urban residents of the year prior.   

Source: Xie, Hao, Chen, Yan, Ye, Lin & Peng Zuokang 2016, Guangzhou Housing Management Research 广州住房管理研究 
(p.129) & Guangzhou Municipal Statistics Bureau  http://www.gzstats.gov.cn/gzStat1/chaxun/njsj.jsp 

From 2016, as the unfolding of Guangzhou’s PRH expansion continued, the program started to 

extend its service delivery beyond the hukou population. Differing from Chongqing’s generalized 

approach, Guangzhou divided migrant applicants into two separate groups, defining them as 

“qualified migrant workers/labourers” or “tertiary graduates under housing stress”. Table 5.3.4 

shows the differing approaches that Guangzhou employs in dealing with applications from the two 

separate groups.   

In particular, for migrant worker applicants, in addition to the eligibility requirements of their 

“qualified identify”, including long-term residency and stable employment status, a skill-based 

preference system was introduced, awarding extra points to candidates who possess sought after 

skills or who are award-winning employees for their contribution to the industry. With limited 

resources allocated (around 10% of the city’s total annual release of PRH units) (Guangzhou 

Municipal Affordable Housing Office 2015), this policy design seems more inclined to benefit better-

off individuals, rather than helping those migrant workers in real need of assistance. 

In contrast, the program design for tertiary graduate applicants allows more flexible eligibility 

determinations, as long as the candidate satisfies the age and skill-set criteria in promoted industries 

or commits to frontline tough or high-risk roles in public service sectors. The application through 

hiring enterprises is particularly encouraged with abundant PRH supply (three times as many as the 

city’s regular annual release) made available for longer term tenancy agreements (up to 10 years, in 

contrast to the standard 3-5 years).  

http://www.gzstats.gov.cn/gzStat1/chaxun/njsj.jsp
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Table 5.3.4 Guangzhou PRH policy for migrant workers and tertiary graduates  

Target groups Migrant workers Tertiary graduates 

Objectives  

 To ease housing difficulties of qualified migrant 
workers under the national/provincial policy 
mandate;  

 To carry forward Guangzhou’s “Equalization of basic 

public services” (公共服务均等化) policy agenda; 

 To ease housing difficulties of qualified tertiary graduates 
under the national/provincial policy mandate; 

 To accelerate Guangzhou’s “Talent Attraction Strategy”, 
encouraging entrepreneurship and increasing the city’s 
talent pool;   

Eligibility 

criteria 

Type 1: Qualified migrant workers  

1. Valid and continued long-term residency in 
Guangzhou (local residence card holder for 5 or more 
years); and 

2. Local social insurance coverage (self-contribution for 
the last 2 years or a total of at least 3 years within 
the last 5 years); and   

3. Stable employment status (2 or more years’ job 
contract); and 

4. Income limits: under specified standard per PRH 
policy; and  

5. Housing difficulties: not a home owner or recipient 
of other public housing assistance; and  

6. Applicant and/or spouse have not breached family 
planning policy; and 

7. Applicant and/or applicant family members have no 
criminal record; 

Type 2: High-skilled talents or Award-winner migrant 
workers 

1. High-standard or above professional skill 
qualification; or 

2. Local district or municipal level “excellent migrant 
worker” award-winner or other “good citizen” 
award-winner; and  

3. Presenting valid residency, social insurance coverage 
and employment status in Guangzhou (no minimum 
thresholds set as per Type 1); and Comply with 
criteria 5), 6), 7) as per Type 1 

Qualified tertiary graduates: applying through enterprises 
as employee  

a) The applicant enterprises are locally registered and 
operated firms in Guangzhou, including high-tech 
enterprises, innovative-model firms, higher education 
institutions, science and research organizations, and 
local public service department in legal, healthcare, 
public transportation and sanitation sectors; and others 
as specified; and 

b) Recipient employees must be 
1. 18 to 35 years old high-skilled professional 

individuals; or frontline employees working in 
especially tough roles in public service sector for at 
three years prior to (no age requirement); and  

2. recipient and/or spouse and/or dependent children 
are not already a home owner or recipient(s)of public 
housing assistance (PRH or LRH program); and 

3. other requirements as specified by employing 
enterprise (as applicant);  

Qualified graduate employees: applying directly as 
individual 

a) Type 1: Guangzhou “Talent’s Green Card” holder, who 
and/or spouse and or/dependent children are not 
already a home owner; 

b) Type 2: Local hukou graduate employees, who are 18-35 
years old with a bachelor or above degree or equivalent 
skill certificate; who and/or spouse and or/dependent 
children are not already a home owner; and are covered 
by local social insurance for at least six months prior to 
application; 

Allocation 

mechanism  

 A point system to define the priority level of each 
application; 

 Application through enterprises: assessed and 
determined by the enterprise 

 Direct application: assessed by the authorised 
government agency and allocated through queueing and 
lottery mechanism   

Service 

provision  

Rent setting: 

 Type 1: 70% of market rate 
 Type 2: 70% if meet income limits requirement, 

otherwise full fee applies 
Tenancy: maximum 3 years with option to renewal upon 
approval;   

Rent setting: full fee applies 

Tenancy: enterprise contract maximum 10 years; individual 
contract maximum 5 years; 

Distribution 

plan  

 600 units allotted for 2016 round of application 
(equivalent to 10% of the city’s regular annual release 
of PRH units); 

 Application through enterprises: special release of 16,668 
units allotted for 2017 round of enterprise employee 
application; 

 Direct application: special release of 5,860 units allotted 
for 2017 round of individual application;   

Source: The Implementation Guide for Public Rental Housing Provision for Migrant workers (Guangzhou Municipal 
Affordable Housing Office 2015, Document 1312) & The Implementation guide for Public Rental Housing Provision for 
tertiary graduates (draft) (Guangzhou Municipal Affordable housing management office 2017) 
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For service delivery, Guangzhou incorporates both the market-based rent setting and means-tested 

rental subsidy into the program design. In practice, it requires PRH tenants to pay the full rent 

upfront, and meanwhile provides rental subsidies to eligible recipients based on their income 

situation (Guangzhou Municipal Government 2013, document 3).  

In principle, the rent is set by the government authorised assessor at a rate marginally lower than 

the market standard, with the particular location of the property and its associated urban living 

convenience determining the actual rent charged. As observed during the field work, units in more 

established areas close to the city centre could be as much as three times the rental rate as those 

units on the urban fringe. In part, this market-based approach is to encourage business participation 

in property management, whether not-for-profit agencies or professional companies, through 

introducing competition to enhance the quality and efficiency of rental services.  

At the same time, in order to balance the affordability concerns of the targeted population, a rental 

subsidy is provided, ranging from 50 to 80 percent of the rent charged, determined by the recipients’ 

income and housing status. This approach is intended to help enhance both the flexibility and 

efficiency of service provision, as it allows public resources to be more precisely distributed and 

more easily adjusted, given that people’s working and income situation changes over time alongside 

their career progression. This is particularly the case for Guangzhou’s “Three-to-One” PRH strategy, 

which has brought a broader range of target population under service provision, from lowest income 

households to young graduate employees with better potential to improve their economic situations 

over time.  

5.3.2 Program implementation and outcome 

Construction output 

Since the launch of the program in early 2013 and the subsequent program consolidation, PRH has 

emerged at the core of the government’s effort to tackle housing affordability challenges and 

implement “equalization of basic public services” (公共服务均等化) in Guangzhou. In terms of the 

construction output, from 2014 to 2017, more than 44,000 new PRH units were built by municipal 

and county level governments (Table 5.3.5), with a majority in the form of large scale affordable 

housing neighbourhoods, stretching into Guangzhou’s urban sprawl, and others integrating into 

commercial housing development in various locations of the city proper (Table 5.3.6).   
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Table 5.3.5: Guangzhou Public Rental Housing Projects – new units built of the year:  Municipal level vs. District/County Level 2014-2017 

Year/Location 
HuangPu 

黄埔区 

*LuoGang 

萝岗区 

TianHe 

天河区 

BaiYun 

白云区 

HaiZhu 

海珠区 

LiWan 

荔湾区 

PanYu 

番禺区 

HuaDu 

花都区 

NanSha 

南沙区 

ZengCheng 

增城市 

CongHua 

从化市 
Total 

Municipal Level Projects 

2014    6,939 912             7,851 

2015 2,172    5,567 537 537          11,348 

2016      1,139             2,105 

2017      7,168             10,564 

Total 7,434 2,172 6,939 14,786 0 537 0 0 0 0 0 31,868 

District /County Level 
Projects 

2014 1,842 1,842       78 245   476 722 3,363 

2015 2,236 2,236       812     568   3,616 

2016      504       700   654 4,353 

2017      205   174   100 350 325 1,154 

Total 2,495 4,078 0 709 0 0 1,064 245 800 1,394 1,701 12,486 

Note: * In February 2014, Guangzhou announced to merge LuoGang District (萝岗区) into Huangpu District (黄埔区), forming the New Huangpu District 
Sources: Guangzhou Municipal Government: Affordable Housing Projects http://www.gz.gov.cn/gzgov/ajjs/zdly_list.shtml  

Table 5.3.6 Guangzhou Public Rental Housing projects – new rental released of the year: (as of Oct 2017) 

District *Projects Developer Residential Type 
Affordable 

Units  
in total 

of which 
PRH Units  

Studio 1-bed 2-bed 3-bed 

Rent rate 
(monthly) 

yuan per sqm  

Community 
Location 

Baiyun 

Longgui 龙归花园 Government  Affordable 12,469 6,985 2,264 1,642 1,443 1,636 12 Urban Fringe  

Nanyue 南悦花苑 Government  Affordable  13,972 7,135 0 2,847 3,491 797 28 Industrial Zone  

Jinyu 金御苑 Social Forces Affordable  7,320 6,780 1,346 914 3,174 1,346 22 Suburban   

Tianhe 

Tangde 棠德花苑  Government  PRH 3,433 3,433 0 830 1,605 998 33 Established 

Shangyue 棠悦花园 Government  PRH 3,506 3,506 0 788 2,042 676 33 Established 

Zhujiang 珠江嘉苑 Social Forces Affordable  6,781 4,637 1,008 1,191 2,438 0 18 Suburban 

Anxia 安厦花园 Government  Affordable  3,257 1,549 2 600 713 234 30 Suburban 

Huangpu Ruidong 瑞东花园 Government Affordable  5,932 3,072 728 968 856 520 23 Suburban 

Notes: * excludes units supplied through inclusionary building and recycled units from previous social rental provision, which contribute around 10% of total city-level PRH supply   
Sources: Guangzhou Housing and Urban-Rural Construction Committee: Affordable housing supply 住房保障房源信息  http://www.gzcc.gov.cn/Category_115/Index.aspx 

http://www.gz.gov.cn/gzgov/ajjs/zdly_list.shtml
http://www.gzcc.gov.cn/Category_115/Index.aspx
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Differing from Chongqing’s city-level centralized PRH development, Guangzhou has employed a 

more decentralized approach, encouraging direct project investments by district/county level 

governments as well as institutional or commercial developers. In practice, despite the strengthened 

provision capacity, this approach, under the principle “who invests, who owns it”, raises questions 

about the city government’s ability to promote social welfare objectives as a priority over competing 

interests from investors.      

The data of the district/county level projects in table 5.3.5 reveals that not all district governments 

have actively invested in the program. Those who have seem to gravitate to the program because it 

is closely with their growth-oriented objectives, whether attracting skilled workers in line with 

industrial upgrading or facilitating their progress of urban expansion and transformation. Luogang 

district is a good example to demonstrate this. As the pilot district for the city’s transition from 

traditional manufacturing to an innovative and high-tech economy since the 12th FYP period (Zeng & 

Zheng 2015), the pressure to compete with neighbouring cities for desired talents and employees 

has set the background for the district to become the largest sub-city level supplier of PRH in 

Guangzhou.  

Table 5.3.6 lists the major PRH projects at the municipal level that have been released for allocation 

between 2014 and 2017 (excludes units supplied through inclusionary building or recycled units 

from previous social rental provision, which contribute around 10% of total city-level PRH supply). In 

contrast to Chongqing’s large scale concentrated development approach, Guangzhou displays a 

more mixed neighbourhood setting. Most projects are designed to comprise around 50-60% PRH 

units, with the remainder reserved to cater for the resettlement needs of the city’s urban renewal 

projects.  

In part, this approach, combining all available public resources, is to enhance land use and public 

funding efficiency, thus fostering a scale effect for affordable housing development. It can, however, 

be problematic when land allocated for the project is on a newly acquired urban fringe site, meaning 

limited accessibility and insufficient service facilities, which in some cases take years to become fully 

established. For homeowners, in the case of resettlement there may be an incentive because of an 

anticipated value increase following the completion of the transportation network and public 

infrastructure under the government’s plan. For renters, however, the consideration of the 

immediate extra cost and time of commuting and living inconvenience tends to put many off the 

option, despite a relatively low rental cost.  

The Longgui affordable housing project (龙归保障性住房项目) in Guangzhou’s Northeast outer fringe, 

provides a good example of such a problem. Built in 2012, the project occupies 345,700 sqm and 

offers a total of 723,000 sqm of living area, with 56% being leasable units upon completion, making 

it the first concentrated project of PRH and the largest in scale of affordable housing development in 
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Guangzhou. At the outset, Longgui was planned to function as a model of economic, green and 

convenient residential centre for the city’s lower-middle income populations (Lai 2010). The project 

design includes the building of a multi-functional service hub in the heart of the neighbourhood, 

comprising bus terminal, subway station, shopping, gym, recreation and community centre, and the 

set-up of public service facilities, including kindergartens, schools, medical clinics, parks and outdoor 

exercise equipment for the community. However, at the time the project was released for PRH 

application in May 2016, other than the physical structure of apartment buildings and service 

spaces, most facilities were not yet functioning. The metro line was still under construction, with its 

vast concrete structure standing amidst the green fields. The multi-function building stood vacant, 

showing no sign of activity, inside or outside. Two bus lines passing through the neighbourhood 

every twenty minutes between 7am and 10pm were the only public transportation for residents to 

area shopping centres and metro line terminals around 15 minutes’ drive away. Given such a 

situation, it was not surprising that little interest was generated on the opening days of housing 

inspection, despite the fact that application was, for the first time, extended to include non-hukou 

migrant workers (Wei, K. 2016). 
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d.1  Heart of the Longgui project: emply school and apartment blocks;  

d.2 & d.3 Rural surrounding of the project: small patches of crops and village houses in proximity;  

d.4 Metro line under construction: concrete structure standing amidst the green field; 

d.5 Mulit-function building stands vacant and pop-up stalls set up outside on the street; 

d.6 Two bus lines driving through the residential compound, passing by every 20 miniutes; 

d.7 Empty schools: one 36-class primary school, one 30-class middle school,  two kindergardens  

Allocation result  

Table 5.3.7 and Table 5.3.8 present the detailed application and allocation results for PRH provision 

in Guangzhou since its initial release in 2014. Differing from Chongqing’s indiscriminate approach 

towards rental allocation, which places all eligible applicants under a same queuing and selection 

system, Guangzhou stratifies applicants into hukou versus non-hukou, skilled/educated versus 

unskilled/labourer groups and processes applications from these different target groups separately. 

Thus, in each round of housing release, the government divides all units available into groups and 

applicants are then assessed and queued for PRH within their category.  

Overall, as of October 2017, a total of 37,980 units had been distributed via the city-level program 

application, of which more than 27,000 were assigned to eligible hukou applicants (over 4 years from 

2014 through 2017), nearly 11,000 units were let to young talents and employees through 

enterprise application, and only 138 were allocated to qualified migrant worker applicants.  

d.4 d.5 

d.6 d.7 
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Table 5.3.7 Guangzhou Public Rental Housing Application and Allocation result 2014-2017: Local hukou recipients  

Releasing 
Round 

Application  1 Person  2 Persons  3 Persons 4 or more - Persons Application Result (total) 

Priority 
Order 

App 
Received 

Success 
Match 

App 
Received 

Success 
Match 

App 
Received 

Success 
Match 

App 
Received 

Success 
Match 

App 
Received 

Success 
Match 

Success 
Rate 

2014  
First 

round 

Priority  414 137 256 201 251 179 33 27 954 544 57% 

Group 1 669 31 642 377 1,077 552 92 54 2,480 1,014 41% 

Group 2 18 0 28 12 43 21 3 2 92 35 38% 

Group 3 888 0 460 233 573 328 38 24 1,959 585 30% 

Total 1,989 168 1,386 823 1,944 1,080 166 107 5,485 2,178 40% 

2014  
Second 
round 

Priority  445 213 282 282 382 380 88 88 1,197 963 80% 

Group 1 820 276 664 610 1,561 1,047 208 208 3,253 2,141 66% 

Group 2 31 1 51 16 101 30 14 14 197 61 31% 

Group 3 1,420 53 825 393 1,364 603 169 158 3,778 1,207 32% 

Total 2,716 543 1,822 1,301 3,408 2,060 479 468 8,425 4,372 52% 

2014  
Extra 
round 

Priority  76 21 5 4 17 14 2 2 100 41 41% 

Group 1 110 52 26 17 214 73 10 6 360 148 41% 

Group 2 4 2 8 2 43 8 2 1 57 13 23% 

Group 3 384 119 252 80 317 184 31 19 984 402 41% 

Total 574 194 291 103 591 279 45 28 1,501 604 40% 

2015  
First 

round 

Priority  145 95 38 38 94 93 16 16 293 242 83% 

Group 1 153 101 70 67 333 225 25 25 581 418 72% 

Group 2 13 9 16 13 63 50 3 3 95 75 79% 

Group 3 792 525 496 357 1,436 956 115 109 2,839 1,947 69% 

Total 1,103 730 620 475 1,926 1,324 159 153 3,808 2,682 70% 

2015  
Second 
round 

Priority  74 74 26 26 39 39 7 7 146 146 100% 

Group 1 84 84 31 31 138 138 15 15 268 268 100% 

Group 2 7 7 7 7 15 15 1 1 30 30 100% 

Group 3 457 457 234 234 667 667 32 32 1,390 1,390 100% 

Target 2 603 603 336 336 830 781 124 124 1,893 1,844 97% 

Total 1,225 1,225 634 634 1,689 1,640 179 179 3,727 3,678 99% 

2016           
First 

round 

Priority  558 529 171 171 251 251 24 24 1,004 975 97% 

Group 1 65 65 38 38 172 168 20 20 295 291 99% 

Group 2 7 6 17 17 62 59 10 10 96 92 96% 

Group 3 580 538 333 333 1,052 946 133 133 2,098 1,950 93% 

Target 2 717 669 375 347 951 750 160 148 2,203 1,914 87% 

Total 1,927 1,807 934 906 2,488 2,174 347 335 5,696 5,222 92% 

2016           
Second 
round 

Priority  150 124 41 41 60 60 6 6 257 231 90% 

Group 1 33 32 16 16 78 78 5 5 132 131 99% 

Group 2 1 0 5 5 11 11 2 2 19 18 95% 

Group 3 149 109 58 58 303 267 29 29 539 463 86% 

Target 2 725 634 357 348 975 764 165 165 2,222 1,911 86% 

Total 1,058 899 477 468 1,427 1,180 207 207 3,169 2,754 87% 

2017         
First 

round 

Priority  515 383 179 178 338 304 32 32 1,064 897 84% 

Group 1 21 16 28 28 108 99 13 13 170 156 92% 

Group 2 15 9 5 5 50 45 8 5 78 64 82% 

Group 3 507 404 297 278 893 760 133 126 1,830 1,568 86% 

Target 2 1,112 935 654 560 1,327 1,109 275 250 3,368 2,854 85% 

Total 2,170 1,747 1,163 1,049 2,716 2,317 461 426 6,510 5,539 85% 

Successful application  7,313 5,759 12,054 1,903 27,029 

Source:  Guangzhou Housing and Urban-Rural Construction Committee http://www.gzcc.gov.cn/Category_106/Index.aspx 

http://www.gzcc.gov.cn/Category_106/Index.aspx
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Table 5.3.8 Guangzhou Public Rental Housing Units Release and allocation result 2014-2017 

Application 
round 

Units layout Studio 1-bed room 2-bed room 3-bed room 
Total  

Response/ 
Success Rate  Application  1 person 2 persons 3 persons 4 or more persons 

2014  
1st & 2nd 

round 

Units Available  2,687 1,877 2,163 1,792 8,519 
163% 

App Received 4,705 3,208 5,352 645 13,910 

Units Released 244 2,005 3,147 1,313 6,709 
47% 

Units Distributed 711 2,124 3,140 575 6,550 

2014  
Extra 
round 

Units Available  1,301 460 538 301 2,600 
58% 

App Received 574 291 591 45 1,501 

Units Released 1,301 460 538 301 2,600 
40% 

Units Distributed 194 103 279 28 604 

2015  
1st round 

Units Available  2,182 2,438 3,205 2,006 9,831 
39% 

App Received 1,103 620 1,926 159 3,808 

Units Released 704 864 1,493 828 3,889 
70% 

Units Distributed 730 475 1,324 153 2,682 

2015  
2nd round 

Units Available  1,692 1,511 1,678 1,199 6,080 
61% 

App Received 1,225 634 1,689 179 3,727 

Units Released 610 1,231 1,510 1,199 4,550 
99% 

Units Distributed 1,225 634 1,640 179 3,678 

2016  
1st round 

Units Available  1,452 2,516 2,073 1,355 7,396 
77% 

App Received 1,927 934 2,488 347 5,696 

Units Released 1,036 2,036 1,795 1,049 5,916 
92% 

Units Distributed 1,807 906 2,174 335 5,222 

2016  
2nd round 

Units Available  747 1,276 979 888 3,890 
81% 

App Received 1,058 477 1,427 207 3,169 

Units Released 471 1,135 955 749 3,310 
87% 

Units Distributed 899 468 1,180 207 2,754 

2016  
Migrant 
Worker 

Units Available  146 191 216 47 600 
23% 

App Received 138 

Units Released 46 55 82 37 220 
100% 

Units Distributed 11 37 53 37 138 

2017  
1st round 

Units Available  854 1,198 2,365 689 5,106 
127% 

App Received 2,170 1,163 2,716 461 6,510 

Units Released         5,778 
85% 

Units Distributed 1,747 1,049 2,317 426 5,539 

2017 
Enterprise  

Units Released 2,486 4,426 7,679 2,077 16,668 
65% 

Units Distributed     10,813 

Graduates Units Available  701 814 2,912 1,433 5,860  

Total units allocated (2014-2017)  37,980  

Notes: *All regular application rounds only open to eligible applicants with local hukou status;   
**“Units Available” refer to the total rental stock available for let as announced at the initial stage of the allocation process 
of each round. Upon the receiving of all applications, the government will then adjust the actual “Units released” 
accordingly. The aim is to enhance allocation efficiency and reduce unnecessary waste and cost burden for tenants.    
*** Response rate = the total of eligible applications received / the total of units available for application %  
       Success rate = the total of units allocated / the total of eligible applications received %  
Sources:  Guangzhou Housing and Urban-Rural Construction Committee  http://www.gzcc.gov.cn/Category_106/Index.aspx 
Bureau of Migrant Service of Guangzhou Municipal  http://lsj.gz.gov.cn/ ; http://wsbs.gz.gov.cn/gz/gzf/   

http://www.gzcc.gov.cn/Category_106/Index.aspx
http://lsj.gz.gov.cn/
http://wsbs.gz.gov.cn/gz/gzf/
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In particular, for the local hukou applicant group, a priority system has been set out to guide 

application decision-making. Table 5.3.9 illustrates the principle in detail: 

Table 5.3.9 PRH allocation system: priority list for hukou applicants   

Priority group: 

 Recipients of the state’s regular pension allowance, single elderly or 
disabled persons (disability level 3 or above); 

 Displaced households on compensation agreement due to land 
acquisition/redevelopment;  

 Dibao or low-income households in extreme housing difficulty;  

 District or municipal level “good citizen” award-winner/family or 
municipal level “model worker” award-winner;  

 Waiting list for more than three years; 

Group 1 
 Existing recipients of the Low-cost Rental Housing (LRH) program; 

 Previous applicants of the LRH program; 

Group 2 
 Waiting list for previous Economic Housing (EH) program;  

 Previous applicants of the EH program; 

Group 3 
 new applicants of PRH in order of submission date (month based) 

 unsuccessful applicants from the previous round of PRH allocation 

Target 2 

 (new category since 
2015) 

 have been submitted by required date, but 

 pending being processed;  

Source: Guangzhou Municipal Affordable Housing Office 2013, Document 49: Guangzhou PRH queueing and housing 
allocation procedure guide 

Clearly, this priority system is in line with Guangzhou’s incremental strategy towards housing safety 

net expansion. Prioritising applicants based on their particular needy situation, whether they are 

disabled, disadvantaged or displaced, or applicants on a long waiting list from the previous/merged 

public housing programs, the principle is to firstly ensure the service provision for the most needy 

and vulnerable members before expanding to broader income groups within the local hukou 

population. It was not until 2016, with the majority of the most needy hukou households (Priority 

group) and waiting list applications from previous LRH and EH programs (Group 1 and 2) well 

covered by the program assistance (see Success Rate increase over time Table 5.3.9), that the 

government began to extend its effort to assist housing needs of other needy groups, including 

migrant workers and young tertiary graduates.    

To date, however, the extent of service expansion to migrant workers has been limited. Based on 

the Implementation Guide for Public Rental Housing Provision for Migrant workers (Guangzhou 

Municipal Affordable Housing Office 2015), the amount of PRH units that the city government set 

aside for migrant workers in principle amounted to 10% of the city-level annual release of PRH for 

hukou applicants. Accordingly, at the initial launch of the program expansion in 2016, 600 units were 

released, available for migrant worker applications. A total of 1,370 online applications were 
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received, however only 138 applications were eventually approved to become PRH tenants, after 

eligibility screening. (Guangzhou Municipal Government 2016).  

In contrast, the unfolding of the program expansion to tertiary graduates from 2017 has been 

positively received. By engaging enterprises into the application process, it is considered a win-win 

solution in a number of aspects (Nangfang Daily 2017). First, it is in line with Guangzhou’s industrial 

transition and upgrading strategy, helping to enhance local enterprises’ competitiveness in the 

labour market for sought after talents, with a readily available supply of affordable housing 

assistance. Second, it helps to relieve rental and housing stress for the younger generation, 

especially tertiary graduates, so that they can focus on their professional life, contributing to 

productivity improvement. Third, leasing PRH units to enterprises at full rent rate helps to reduce 

subsidy pressure on the government budget, while enhancing housing management and allocation 

efficiency.  

Overall, compared with Chongqing’s high-profile promotion and high occupancy rate for PRH, 

Guangzhou’s housing safety net expansion through PRH appears rather conservative, demonstrated 

by its highly selective and steerage tactics employed in the resource distribution and housing 

allocation process. The policy of assigning only 10% of the overall public rental supply for migrant 

worker applicants, combined with the already strict eligibility requirements set out specifically for 

this target group, implies a mere perfunctory effort by the government to include needy migrant 

workers under its public service obligation.  

5.4. Comparative analysis  

At the launch of the nationwide provision of PRH, the central policy guidance instructed local 

governments to “act according to local circumstances, while making decisions independently” (因地

制宜，分别决策) (Ministry of Housing and Urban-Rural Development 2010, Document 87). In practice, 

this entails implementation variations and room for discretion to turn national policy objectives into 

working plans that align with the local agenda.  On the one hand, this is practical, given the fact that 

the extent and impact of housing affordability challenges and their associated socioeconomic and 

demographic pressures vary across cities, depending on specific policy responses and solutions to 

identified local issues. On the other, it stems from the current intergovernmental fiscal arrangement 

for public service provision, under which local governments assume the major responsibility for 

raising fund towards PRH production and subsidy allocation, in order to achieve the policy mandate 

(Mok & Wu 2013).  

It is under this overarching policy framework that Chongqing and Guangzhou have both embraced 
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the concept of “affordable rental housing” to support a broader range of urban needy populations 

under housing stress, with each developing their own implementation strategy according to their 

respective local circumstances. Building on the above process analysis of PRH development and 

service provision in each of the cities, this section explores the factors that have shaped policy 

divergence, and the differing policy impacts between the two cities as a consequence. The aim is to 

reveal the mechanism of how city governments, through innovation and adaptation, attempt to 

reconcile the local need and priority with the central mandate and the shared obligations to improve 

people’s welfare, particularly the worst-off in the community.  

5.4.1 Implementation variation and the role of local government  

Table 5.4.1 summarises the implementation strategy, comparing Chongqing and Guangzhou’s PRH 

program design. In the process of policymaking, both city governments have approached service 

provision in a way that aligns with their resource base and development profile. Table 5.4.2 

illustrates how the two cities differ in these aspects.  

Table 5.4.1 Implementation strategy in comparison: Chongqing vs. Guangzhou   

 Chongqing Guangzhou 

PRH strategy Three-in-one PRH  

 A merger of LRH and EH into PRH  

 Housing development: a “rent to buy” 
approach, which offers opportunity for 
tenants to purchase the property (after 5-
year tenancy) for owner-occupation only;   

Three-to-one PRH  

 A takeover of LRH and EH by PRH 

 Housing development: a “built to rent” 
approach, which rules out the purchasing 
option for tenants, although the project 
ownership can be public or private; 

Targeted 
recipients 

Inclusive coverage beyond hukou restriction 

 working households/individuals in need 
of housing assistance; and 

 no hukou restriction; and 

 no strict income limits;  

Incremental expansion and selective approach to 
non-hukou applicants 

 hukou applicants: strict income limits and 
housing stress conditions; 

 non-hukou applicants: a highly competitive 
“point system” with tight eligibility criteria  

Resources 
mobilisation 
and allocation  

Centralized operation through authorised SOEs 

 Land: free land allocation by local state; 

 Finance: 30% government fiscal input and 
70% market loans, relying on rental 
income, property sales and commercial 
operation for repayment; 

Diversified resource mobilization and business 
engagement for service delivery  

 Land: diversified approach including direct 
government allocation and 
private/business/collective land use  

 Finance: government projects 100% fiscal 
input; other projects business investment 
through market mechanism;  

Service 
delivery 
model  

In-kind provision only 

 Cost-based uniform rent setting 
(maximum 60% of average market rate); 

 Small floor space design (35-80 sqms); 

 Housing allocation: computer automated 
selection  

Both in-kind and monetary transfer provision 

 Market-based rent setting incorporated with 
the provision of income-based rental subsidy; 

 Small floor space design (40-60 sqms); 

 Housing allocation: a needs-based priority 
system for hukou applications; a points-based 
priority system for non-hukou applications. 

Source: Chongqing PRH implementation policy: Chongqing State Land and Housing Management Bureau 2011 Document 9; 
Guangzhou PRH implementation policy: Guangzhou Municipal Government 2013, Document 3 
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Table 5.4.2 City resource base and development profile comparison: Chongqing vs. Guangzhou  

 
2010 2015 

National Chongqing  Guangzhou  National Chongqing  Guangzhou  

GDP (trillion yuan) 40.33 0.79 1.07 68.91 1.57 1.81 

Per Capita GDP (yuan) 29,992 27,598 87,458 50,251 52,322 136,188 

Per Capita Disposable Income (yuan): Urban Residents 19,109 17,532 30,658 31,195 27,239 46,735 

Per Capita Consumption Expenditure (yuan): Urban Residents  13,471 14,975 25,012 21,392 19,742 35,753 

*Total Population (million):  Total residence Population  1,340.91 28.85 12.7 1,374.62 30.17 13.5 

                                                    Of which: urban residence population 6,69.78 (50%) 15.3 (53%) 10.65 (84%) 7,71.16 (56%) 18.38 (61%) 11.55 (86%) 

                                                    Local registered hukou Population  33.03 8.04  33.72 8.54 

                                                    Of which: urban registered hukou population   11.07 (34%) 7.22 (90%)  13.91 (41%) 6.81 (80%**) 

Residential Housing:  Commercial residential housing selling price (average yuan/sqm) 4,725 4,040 10,615 6,473 5,486 14,083 

                                    Homeownership rate (urban %, including government assisted EH) 69.8% 74.3% 56.7% 73.8% 77.41% 58.8% 

***Public Finance (billion yuan): Government revenue  11,988.6 335.46 205.64 19,715.8 711.1 422.52 

                                  Of which: central (and provincial) to local transfer and tax rebate 3234.1 ****136.41 19.81 5509.75 146.93 36.35 

                                                       Government Expenditure 9,562.9 274.68 148.72 22,029.2 562 264.1 

  Of which: on affordable housing 237.7 (2.5%) 7.99 (2.9%) 4.2 (2.8%) 579.7 (2.6%) 10.6 (1.9%) 7.8 (3%) 

State-owned land transaction: Transfer through auction/negotiation (hectare) 291,500 5,760 1,492.16 221,400 7,075 856.41 

                                                         Land transfer price (billion yuan) 2,710 84 33.96 2,980 137.9 97.54 

                                                         Direct (free) allocation (hectare) / 5,733 398.84 / 4,276 714.29 

Notes:  
* According to different statistical approaches, there are two definitions of population:  
Permanent Residence Population refers to the population that actually reside in a place permanently, usually longer than 6 months;  
Registered Household Population refers to population with household registration in the local police; 
** Guangzhou statistic yearbook terminology explanation: since 2015, urban population and rural population are divided by the registered region of registered population.  
*** Government Revenue/Expenditure is the sum of General Public Budgetary Revenue/Expenditure 一般公共预算收入/支出, Governmental Funds Budgetary Revenue/Expenditure 政府性基金预算

收入/支出 and State-owned Capital Operational Budgetary Revenue/Expenditure 国有资本经营预算收入/支出 **** 2010 data (central transfer to Chongqing) Includes central transfer and prior 
year balance; 2015 data is for central transfer only.  
Source: a) National Bureau of Statistics Data and local governments’ Statistics Data (2011, 2016) National: http://www.stats.gov.cn/tjsj/ndsj/ Chongqing: 
http://www.cqtj.gov.cn/tjsj/shuju/tjnj/ Guangzhou: http://www.gzstats.gov.cn/gzStat1/chaxun/njsj.jsp; b)  2010 Census & 2015 1% population sample survey: 
http://www.stats.gov.cn/tjsj/pcsj/ & http://pan.xiaze.org/nj/2015qgrkcydczl/ c)  Central and Local financial and fiscal account (2010, 2015) National: http://www.mof.gov.cn/zyyjsgkpt/ 
Chongqing: http://www.cq.gov.cn/zwgk/zdlyxxgk/czsj Guangzhou: http://www.gzfinance.gov.cn/gzczw/czsj/list5.shtml 

http://www.stats.gov.cn/tjsj/ndsj/
http://www.cqtj.gov.cn/tjsj/shuju/tjnj/
http://www.gzstats.gov.cn/gzStat1/chaxun/njsj.jsp
http://www.stats.gov.cn/tjsj/pcsj/
http://pan.xiaze.org/nj/2015qgrkcydczl/
http://www.mof.gov.cn/zyyjsgkpt/
http://www.cq.gov.cn/zwgk/zdlyxxgk/czsj
http://www.gzfinance.gov.cn/gzczw/czsj/list5.shtml
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Clearly, Chongqing and Guangzhou have pursued their PRH initiatives driven by different sets of 

incentives. In its ‘catch-up’ position in the process of urbanization and industrialization, Chongqing’s 

proactive and innovative engagement with public housing expansion is, in essence, a competitive 

strategy that forms an integrated component of the city’s growth agenda. While the experiment of 

Urban-Rural Integration since 2007 has enabled the municipal government’s pursuit of better 

regional coordination and infrastructure and service investment, the catching up strategy focuses on 

boosting manufacturing investment by exploiting the comparative advantage of the city’s abundant 

land and cheap skilled and unskilled labour. In this process, relatively easy access to public housing 

acts as an attraction for young graduates and migrant workers, especially those from local and 

neighbouring rural areas, to work and settle in Chongqing. This is against the background of the 

region which has remained a major ‘migrant-sending area’ in China (as revealed in Table 5.4.2, 

Chongqing’s hukou population is greater than its residence population).   

On top of the need for stable labour supply and urbanization promotion, Chongqing’s large-scale and 

fast PRH construction and the subsequent inclusive service provision reflects the significance of the 

region in national political and economic strategies, and the associated advantage of central policy 

support and resource access. As part of China’s Great Western Development strategy, in 1997 

Chongqing became a provincial level municipality and the resulting administrative and territorial 

reconfiguration has enabled the city government to tap into vast land resources of the region and 

transfer payments from the central government aimed at strengthening its financial capacity for 

infrastructure development. For the construction of hundreds of thousands of public rental housing 

units, although the official justification for the viability of its expansive and risky financial model 

(borrowing up to 70% through commercial loans) is through project-based commercial operation 

and property sales to residing tenants over time, it is, in the end, the government’s land stock that 

has been put up as collateral for the massive bank loans. Despite the uncertainties involved in such 

speculative land financing approach, the political and fiscal support of the central government for 

Chongqing’s overall growth and urbanization agenda has, to some extent, assured lenders’ 

confidence.   

Indeed, at the time of writing, long after the five year minimum policy requirement for the PRH 

property to become available for purchase by residing tenants (Chongqing State Land and Housing 

Management Bureau 2011, Document 9), there has been no sign of progress towards sales to recoup 

funds. In fact, from 2016, the official response to tenants’ seeking an update on the purchasing 

opportunity has been “Yet to be advised”, with the government claiming that the operational detail 

is pending national policy guidance and legal instruction17. Whether there is concern about the local 

government’s fiscal balance and debt repayments capacity is yet to be seen.   

                                                           
17 Chongqing Municipal government public-government communication public mail: http://cqwz.cqnews.net/ask/search;     

http://www.cq.gov.cn/publicmail/citizen/ViewReleaseMail.aspx?intReleaseID=967710        

http://cqwz.cqnews.net/ask/search
http://www.cq.gov.cn/publicmail/citizen/ViewReleaseMail.aspx?intReleaseID=967710
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Contrarily, Guangzhou’s engagement with the program originated in response to the top-down 

policy mandate, with considerable adaptation according to local circumstances and priorities. In 

practice, Guangzhou has relied on incremental changes as a primary strategy to cope with conflicts 

of interest and resource constraints, as well as unintended consequences of policy actions.  

The expansion of public housing construction has been incremental. The “Three-to-One” strategy, by 

streamlining the major existing housing assistance programs under a unified rental scheme allows 

the city to meet the program target without being over-burdened by housing costs and new 

responsibilities. Correspondingly, it legitimizes the program design that gives priority to local hukou 

applicants under the former programs, while extending services to migrant applicants only after this 

population has been covered.  

Moreover, being one of the best economic performance cities in China, Guangzhou has long been an 

attractive destination for migrant workers, with more than 40% of its urban long-term residents 

from other parts of the country (table 5.4.2). Committing to the responsibility of providing basic 

housing needs for all residence population, including migrants, Guangzhou’s approach has been 

highly selective, displaying a strong bias towards better educated and young skilled workers. A close 

look into the eligibility settings suggests that the program has in part been taken over by a ‘talent-

attraction strategy’, where employer sponsorship and sought-after skills qualification have been 

introduced as a “fast track” for public housing allocation. This is in the context of Guangzhou’s 

economic restructuring agenda, fostering “brain gain” opportunities to help city’s transition from a 

labour-intensive, low value-added, export-oriented development model towards an innovation-

driven, high-tech, high value-added economy. Thus, for many ordinary migrant workers in 

Guangzhou, PRH services remain a scarce resource beyond their reach.  

Yet, at the same time, Guangzhou’s PRH operation presents some obvious over-supply and 

mismatch issues. For example, as table 5.3.8 displays, except the first round (2014) and the most 

recent round (2017) of housing release, the number of the applications received has been much 

smaller than the amount of the units reserved for allocation. This is particularly the case for the 

migrant worker applications with only 10% successful of just 1370 who applied, in a city with more 

than 5 million migrant workers. In the city’s newest and largest affordable housing residence of 

Longgui, this apparent over-supply issue is visibly evident, with block after block PRH apartments 

observed standing idle and many unoccupied. When highlighting this observation with local housing 

authority officials, as to why it appears so many PRH units remain unoccupied, their response shed 

some light on the underlying logic of these situations.  

One interviewee described the supply-demand situation of Guangzhou’s PRH provision as “housing 

queuing for people” (房等人) which contrasts with the “people queuing for housing” (人等房) public 

housing situation observed in Chongqing. According to this housing official, PRH “over-supply” is 

rather a “false proposition”, providing that the situation is largely the outcome of government 



Chapter 5 Public rental housing provision in Chinese cities 

133 
 

steerage, and if the government makes adjustments to the eligibility criteria and relax application 

restrictions, the “problem” will be resolved. To make the point, he argued:  

“…. having a certain amount of housing vacancy of PRH stock is necessary, which can provide 

a buffer against unexpected circumstances. It shows a good capacity of the government, 

and, after all, there will always be people in need.”     

In the interview with another city housing official, the conversation was directed to the decision-

making of the city government towards PRH development, the Longgui affordable housing project in 

particular. Elaborating on the location selection pressures and the associated challenges faced by the 

Guangzhou government, the interviewee explained,  

“… to meet the ambitious target set by the central government within such a short time, 

investing in large scale construction of public housing in relatively under-developed outer 

suburban areas is the choice out of practicality. In a city like Guangzhou, there is very little 

available land left to develop within the established urban boundary, and the land re-acquisition 

process through urban renewal projects takes much longer and is very expansive. That said, 

taking Longgui as an example, it is important to acknowledge that such location selection is in 

line with the city’s long-term urban development/expansion plan. For example, the terminal 

station of the existing subway line 3 is only 2 kilometres away from the property and the new 

line 16, once built, will have a stop within the residential compound. All the living facilities, 

schools, shopping centres and hospitals are either built or under construction. In other words, 

given an extra three to five years, Longgui will become a good location in the near future. The 

reality is that any mature and convenient residential area takes time to establish, this is well 

evidenced by the experience of many existing public housing projects in Guangzhou (earlier built 

LRH and EH projects).”  

A major takeaway from these discussions is the insight into the local authority’s attitude towards the 

role of government in public housing provision. Although there appears to be a strong sensitivity to 

the central policy mandate towards housing safety net expansion, it tends to focus on “meeting 

targets” instead of “changing values” in service delivery. If it is truly a transition towards public 

service equalization, why are target groups divided, with disproportionate access to services? The 

existence of land and fiscal resource constraints notwithstanding, the real problem of the strong 

government steerage in PRH provision in Guangzhou is that it reinforces housing as a system of 

stratification, even in the context of public housing that is aimed at reducing social inequality.  

 

 



Chapter 5 Public rental housing provision in Chinese cities 

134 
 

5.4.2 Assessing policy impact: a solution for whom?  

Table 5.4.3 compares the policy outcomes of PRH provision in Chongqing and Guangzhou, 

considering both quantitative housing production output and allocation results and qualitative 

service provision impact on target groups in terms of their improved accessibility to adequate 

affordable housing.   

 Table 5.4.3 Policy outcome in comparison: Chongqing vs. Guangzhou   

 Chongqing  Guangzhou  

Production 
outputs and 
allocation 
results 

Housing production   

 692,200 PRH units (by authorised SOEs) were 
constructed (by Aug 2015) 

 275,500 PRH units were built and released for 
rent (by Oct 2017) 

Service delivery (by October 2017) 

 348,000 rental allocation 

Housing production  

 44,000 PRH units (by both city and district-level 
governments) were constructed (2014-2017) 

 38,245 PRH units were built and released for rent (by 
Oct 2017) 

Service delivery (by October 2017) 

 37,980 rental allocation   

Policy 
impacts 

Target groups    

 Simplified eligibility requirements: urban 
working households under housing stress, no 
hukou restriction; 

 Application submission via online or hard 
copy submission with staff assistance at local 
(district) PRH office; 

Beneficiaries 

 Unified application and allocation process for 
all eligible applicants  

 Recipients composition (average basis): 30% 
hukou applicants, 50% local rural migrants 
and 20% tertiary graduates and other migrant 
workers 

Housing affordability and living condition   

 Affordability: rent to income ratio 20% of low-
income household’s disposable  

 Residential condition:  large-scale, high-
density residential compound, close to 
industrial parks and public transportation; 
established public service facilities and 
infrastructure ready for service;   

Target groups  

 Strict and separate eligibility requirements for 
different target groups (local hukou applicants, 
migrant workers, and tertiary graduates); 

 Application submission involves online enquiry and 
hard copy application in person through local migrant 
worker service centre;  

Beneficiaries 

 Separate application process and allocation process 
for different target groups; 

 Local hukou applicants: all qualified are guaranteed 
(应保尽保); Limited coverage for migrant worker 
applicants: 10% of overall supply; Flexible and 
growing coverage for young skilled graduates through 
enterprise application;    

Housing affordability and living condition:    

 Affordability: market-based rent rate, combined with 
income-based rental subsidy for hukou recipients 
only, covering 50-80% total rental cost; less than 30% 
rent deduction for qualified migrant worker 
recipients; and no discount for enterprise applicants; 

 Residential condition: mixed residence arrangement, 
integrated with resettlement or ordinary commercial 
housing neighbourhoods; housing location varies, 
with a majority on urban fringe with limited public 
service facilities built ready for service; 

Sources: author’s summary and calculation based on media and official release from Chongqing Public Rental Housing 
Management Bureau http://www.cqgzfglj.gov.cn/gzfxmzs/ and Guangzhou Municipal Government: Affordable Housing 
Projects http://www.gz.gov.cn/gzgov/ajjs/zdly_list.shtml  

As far as the policy impacts are concerned, it is important to differentiate the concept of “target 

groups” from the practice of service delivery to “beneficiaries” (Dunn 2011, p. 248). Target groups 

are individuals/households on whom the program design aims to have an effect, to ease their 

housing stress and guarantee their basic housing needs. In this sense, both Chongqing and 

http://www.cqgzfglj.gov.cn/gzfxmzs/
http://www.gz.gov.cn/gzgov/ajjs/zdly_list.shtml
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Guangzhou may claim a successful transition towards an inclusive public housing provision, by 

extending housing safety net service provision to a broader scope of population, including migrant 

workers. In contrast, beneficiaries are those for whom the policy effects are truly beneficial and 

contribute to their improved housing affordability and living conditions. From this perspective, the 

policy impacts in these two cities differ greatly.   

In Chongqing, around 50% of PRH tenants are rural migrants from the region, and of the remaining 

50%, around 30% are local hukou applicants and 20% are tertiary graduates and migrant employees 

from other parts of the country18. At first glance, such a composition suggests a real integrated and 

inclusive service provision of public housing. Two distinctive aspects of Chongqing’s policy effects are 

worth noting. First, Chongqing’s PRH expansion has occurred alongside its acceleration of rural land 

and hukou reforms, with the government providing transitional housing assistance in cases where 

local rural households opt to trade their rights to rural land with an urban residence. In this sense, a 

great share of Chongqing’s PRH provision is in effect part of the compensation package for land 

acquisition and relocation.  

Second, in the application process, “stable employment status” is emphasised as the key criterion. 

Although there is no restriction on the type of employment (full time, part-time or self-employed), 

applicants do need to evidence their income capacity to be able to afford the rent. As a result, it 

leaves many unemployed and casual workers outside of the program coverage, despite their 

genuine housing difficulties. An online enquiry released on the government’s “Public Mail” platform 

(政府公开信箱) offers a glimpse into such a scenario.19 In this case, a 47-year-old single mother 

suffered from a serious illness which resulted in her being unable to work. She was forced to sell her 

home to pay the medical expenses and inquired about her eligibility for public housing assistance. 

The response from the local authority was that since she had just sold her property (less than two 

years at the time of application) she was not eligible for Dibao program or its associated safety net 

housing assistance and as she had no job or stable income, this rendered her ineligible for the PRH 

program.  

Bringing these two aspects together, it suggests that Chongqing’s PRH program is well aligned with 

the city’s urbanization and industrialization agenda and its effect on ensuring adequate and 

affordable housing has been limited to the “productive” components of the local population, those 

who have land rights to trade or skills to contribute.  

                                                           
18 Estimated based on data in Table 5.2.4, which shows the composition of eligible applications received and the fact that 
over 90% applicants have been succeed in becoming PRH tenants, although many did so after queuing for two or three 
rounds of housing release.   

19 Chongqing Yongchuan district government public mail (2016) 752, 2016-12-06 “enquiry on public rental housing and 
Dibao eligibility”  
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In Guangzhou, PRH allocation has been stricter, with applicants having to meet stringent criteria. The 

separate operation of the selection process for different target groups highlights the strong steerage 

of the local government in public service and resource distribution, presenting a bias towards talent 

and skilled workers. Moreover, barriers are also presented in the application process, especially for 

migrant worker applicants, who are required to submit the online enquiry first via the official 

website, followed by hard copy submission in person through the residing district’s migrant worker 

service centre (Table 5.4.3). This has, in effect, made digital literacy and applicants’ long-term 

residency at a same home address an additional criterion, which may create an extra barrier to 

applying for public housing.     

In considering the policy impact on beneficiaries, it tends to vary across different target groups. For 

local hukou applicants, extra rental subsidy provided to low-income tenants ensures their housing 

affordability, and the newly built PRH units, with better equipped facilities, indicates improved living 

conditions. For young graduates and skilled migrants, given their relatively better income status and 

prosperity, PRH meets their transitional needs for housing assistance. The recent program 

adjustment, that encourages enterprises and institutions to rent PRH units in greater numbers for a 

longer-term tenancy (maximum 10 years in contrast to maximum 5-year limits for individual 

applications), has, in turn, further simplified the process for young talents to access public housing 

assistance. In this case, beneficiaries are not only individuals. With full fee rent applying to 

enterprises, the government is able to reduce subsidy pressure on their budgets and the 

participating enterprises benefit from gaining competitiveness in the labour market for sought-after 

talents, with a readily available housing supply.  

Meanwhile, the policy effect on migrant workers and their housing conditions in Guangzhou has 

been rather limited. A typical perspective, reinforced during fieldwork conversations with local 

migrant workers, most working in the service industry, is that “government housing is not for people 

like us (migrant workers 打工仔).” The relatively complex application process, strict eligibility 

requirements, limited housing choices and urban fringe locations, all contribute to this view. For 

many, currently living in various urban villages, cheap, easy access and flexible tenancy 

arrangements are key considerations when choosing where to live.  

The conversation with Weiwei, one of the migrant worker interviewees, reveals some insight into 

attitudes towards PRH. Weiwei left her hometown, a rural county in Henan province at age of 18 to 

live and work in different cities such as Shanghai and Shenzhen, and she now lives in Guangzhou. She 

works at a small massage therapist shop inside a busy residential neighbourhood in the city centre 

area. In the past three years, she has moved from one urban village to another. When asked if she 

would consider applying for PRH if she was eligible, she said she would not.  

“I think applying for government housing is risky (没保障). What if they (the government) 

suddenly decide to take it back and I would be left homeless. Urban villages or other types of 
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private rent may also have problems, but I have a contract to protect me. I feel more secure. 

And on the flip side, I have more flexibility that I can move whenever I want to. Compared 

with what the government offers (as you just showed me), I don’t think it can work, neither is 

it much cheaper. It’s better to live nearby, within the distance I can manage by riding my 

little scooter. For people like us in service industry, we have to work long hours and there is 

no public transportation after mid-night.”        

The migrant worker’s comments convey two important points. Firstly, that migrant workers often 

see themselves vulnerable in host cities. Rather than demanding their basic rights to public services, 

they consider the idea as “too good to be true”. Lack of trust in the government to maintain policy 

consistency may also disincentivise their participation in new policy initiatives, regardless of the 

extent of good intentions displayed. Secondly, regarding the effect of PRH, it seems that large scale 

concentrated construction of public housing is less effective when taking into account the real needs 

of the target populations. Affordability and housing conditions as well as the surrounding 

environment are important elements in providing adequate standard of housing, however it seems 

for migrant workers, it has to also work for their employment situation, for example location and 

working hours. 

5.5.  Summary 

To sum up, this empirical chapter presents and analyses the research findings of the policy evolution 

and implementation variations of the Public Rental Housing program in Chinese cities. In particular, 

building on the fieldwork project observations and interviews with local government officials and 

residents, the investigation unpacks the policy making of the program design and the factors that 

have driven, shaped and constrained the service delivery and expansion of public housing in 

Chongqing and Guangzhou respectively. Through comparative analysis, it reveals the mechanism of 

how city governments, under China’s current institutional framework, reconcile the local need and 

priority with the central mandate and their shared obligations to improve people’s welfare, 

particularly the worst-off in the community. Overall, the findings suggest that, although Chongqing 

and Guangzhou have both embraced the concept of “inclusive” affordable rental to extend the 

housing safety net to a broader range of urban needy populations, they have each developed their 

own distinct strategies to align with their resources and priorities. For Chongqing, this means 

capitalizing on the city’s land and labour resource advantage, as well as the preferential policy and 

fiscal support from the central government, thus facilitating its urbanization and industrialization 

ambitions. In the case of Guangzhou, to cope with conflicts of interest and resource constraints, the 

city has relied on incremental changes as a primary strategy, “muddling through” between the top-

down policy mandate and their own local priorities. As a result, policy impacts vary across different 

target groups and between cities.  
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Chapter 6   Urban Shantytown upgrading in Chinese cities   

This chapter reviews and analyses the policy evolution of urban renewal and shantytown upgrading 

in the context of China’s rapid urbanization and modernization transition since the late 1980s. In this 

process, two transitions have occurred. First, the program implementation has shifted from an ad 

hoc local initiative aimed at revitalizing dilapidated inner-city areas for commercial redevelopment 

or infrastructure upgrading, to a nationwide housing poverty alleviation and safety net provision 

campaign in the pursuit of a more people-oriented urbanization strategy. Second, the project 

financing model has changed from a heavy reliance on property developers through land sales as an 

integral component of the urban gentrification agenda, to one that engages land based public 

financing and policy lending while leveraging private contributions and market investment. At the 

local level, the program development shows great diversity, producing outcomes that have mixed 

implications for affected households of different circumstances. Drawing on in-depth case study and 

comparative analysis, the later sections of the chapter delve into the program development and 

implementation process of shantytown upgrading service provision in Chinese cities, the differing 

experiences of rustbelt cities in Liaoning Province and the Municipality city of Shanghai in particular. 

The findings shed light on the program impact on shantytown dwellers in reality, considering who 

has been benefitted, and who has been left behind in the process.  

6.1. Policy evolution of shantytown upgrading in urban China 

The transformation from a predominantly rural civilization to an urbanized and industrialized 

economy constitutes a vital part of China’s growth story since the economic reform. On the one 

hand, the dismantling of agricultural collectives and gradual liberalization of the labour market freed 

hundreds of millions of rural labourers to leave the land, finding their way to urban employment. As 

a result, China’s urban population steadily increased from the mid-1980s, reaching over 770 million 

in 2015, or 56.7% of the total population, compared with 250 million in 1985 when China’s 

urbanization rate was only 23.7%. Around the same time, following the urban land reform in 1988 

which separated land use rights from state ownership, land became tradable in the market, local 

governments were allowed to access revenue from land (use rights) sales and land-based finance to 

support infrastructure and urban expansion. From 1990 to 2015, the total land space of established 

area in Chinese cities expanded from 12,856 sq.km to 52,102 sq.km, a speed of growth that 

surpassed that of the urban population (Figure 6.1.1).  

In the process, urban boundaries continued to sprawl outward, turning farmland in surrounding 

rural counties and villages into new districts and suburbs, with existing city proper areas also 
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undergoing simultaneous rapid transformation, experiencing extensive gentrification and housing 

relocation through various urban renewal programs. Throughout the 1990s and early 2000s, most 

projects were carried out on an ad hoc, market-driven basis, either initiated by city governments to 

facilitate infrastructure upgrading or targeted by private developers for real estate and commercial 

redevelopment (He, S. & Wu, F. 2009). It was not until 2007, when addressing low-income housing 

problems through housing safety net expansion emerged at the focus of the housing policy agenda, 

that the mandate for government-supported urban shantytown upgrading (棚户区改造) was 

stipulated.  It called for “systematic and pragmatic (有计划，因地制宜) action by city governments to 

accelerate large scale shantytown redevelopment, to reserve and renew dilapidate residential areas, 

and to improve housing conditions and living environment for low-income dwellers (State Council 

2007, Document 24). This section explores the driving forces and implications of this transition and 

the subsequent program development and evolution over the past decade.  

 

Source: National Bureau of Statistics (2016). China Statistical Yearbook pp. 2-1, 25-4   
 

6.1.1. Shantytown upgrading as an “urban (re)development” strategy   

Market-based urban renewal in the 1990s  

China’s unprecedented urban transformation has occurred alongside the country’s transition 

towards a market economy. From the mid-1980s, housing commercialization and privatization 

reforms led to a substantial expansion of housing construction, of which inner-city shantytown 

gentrification and housing relocation were a key component, especially in fast developing cities such 

as Shanghai, Beijing and Guangzhou which experienced rapid migration and population growth. (Wu, 

F 2016b). Through demolition of the old residences and relocation of many inner-city dwellers from 
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dilapidated neighbourhoods to new urban fringe suburbs, the aim was to redevelop and gentrify city 

centre areas, alleviate housing shortages and meet the cities’ growing housing needs whilst at the 

same time promoting private home ownership. 

The 1988 urban land reform whereby city governments were able to sell land-use rights to 

commercial developers as a funding strategy and infrastructure financing model, was key to kick- 

starting urban renewal and shantytown upgrading in Chinese cities in the 1990s. In practice, housing 

demolition and relocation (拆迁) became the dominant approach, through which local governments 

engaged private developers in urban renewal programs, clearing the site of “dangerous and 

dilapidated residential areas” (危旧房) and transferring land for commercial operations or 

infrastructure development. For displaced shantytown dwellers who had their homes demolished 

the compensation was either in the form of a lump-sum cash payment, or an apartment in one of 

the city’s new outer suburban areas, in line with the strategy “using demolition to promote 

relocation, using relocation to promote development” (以拆促迁，以迁促建) (Fang, K. & Zhang, Y. 

2003, p. 158).    

Focusing on urban redevelopment and spatial reconfiguration, most inner-city shantytown 

upgrading projects in large cities underwent a gentrification process through the 1990s, in which 

private developers, prospective homebuyers and business investors became engaged as financing 

contributors (Fang, K. & Zhang, Y. 2003, Shin 2009, Wang, S. 2011, He, S. 2012). This, on the one 

hand, helped enhance the funding capacity of local governments to improve the city’s overall 

housing conditions. For example, in Shanghai under the 365 Shantytown Upgrading Program (365 危

棚简屋改造), a total of 28 million square meters of inner-city dilapidated “laneway houses” (里弄) 

were demolished over the period 1992 to 2000, resulting in the relocation of 640,000 local 

households, of whom 100,000 were originally living in conditions of under 4 square meters per 

person (Shanghai Municipal statistics 2001). Meanwhile, the city’s average housing standards 

increased from 6.6 sqm to 11.8 sqm per person, and the “fully-equipped housing rate” (住房成套率) 

surged from 34% to 75% (Xu 2015, p. 37). A similar progress was also observed in Beijing. From 1990 

to 2000, under the Old and Dilapidated Housing Upgrading Program (危旧房改造), a total of 333 

projects were designated and 168 commenced, of which the majority entailed demolition of 

dilapidated “courtyard houses” (四合院) in the inner-city area. By the end of 2000 approximately 5 

million sqm of traditional homes were demolished and 184,500 families were relocated, accounting 

for roughly one-fifth of the total household population of the inner-city Beijing (Wang, C 2009).  

On the other hand, the growing dependence on commercial capital for shantytown upgrading 

projects led to rising conflict between the parties concerned, including local authorities, real estate 

developers and displaced individuals. With virtually no say in project direction and little bargaining 

power in compensation negotiations, shantytown dwellers were particularly vulnerable in the 

relocation process, by-passed in decision-making and often subject to cost-cutting measures 

employed by developers. (Chen, Y. 2012). Although the 1991 National Regulation on Urban Housing 
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Demolition and Relocation (State Council 1991, Document 78) clearly stipulated that “evictees must 

be properly compensated in the form of cash compensation (作价补偿) or/and in-kind resettlement 

(产权调换)” the calculation principle, however, was set as “replacement cost” (重置价格). In practice 

this would mean that if an evictee shantytown resident chose in-kind resettlement, they would have 

to pay the difference if the new apartment construction space was larger than their demolished 

home, based on a marginally discounted market price. For cash compensation, only the direct 

construction replacement cost was considered, which in many cases was substantially lower than 

the market price, depending on the location. As a result, given that the newly built inner-city 

apartments were generally larger and better equipped with modern amenities, few displaced 

shantytown dwellers could afford to move into the renewed city-centre sites and instead had to 

accept the lower cost option of resettlement in the outer suburbs. Compounding this situation was 

the inevitable challenges and adaptation to the change in life style, including added cost and 

inconvenience of commuting from their resettled area to their place of employment. 

Moreover, following the 1994 tax-sharing reform, the incentive of local governments to facilitate 

urban renewal and gentrification through land transfer to developers, thus supporting urbanization 

and infrastructure expansion intensified (Liu, S. 2018). In the period from the mid-1990s to the early-

2000s, the majority of land transfer deals operated through private negotiation (协议出让) between 

city governments and developers, resulting in poor transparency and increased opportunity for rent-

seeking and corruption (Peterson 2006).    

Policy adjustment and regulatory tightening from 2003  

In response to these concerns, a revised version of National Regulation on Urban Housing 

Demolition and Relocation (State Council 2001, Document 305) was released by the central 

government in 2001, followed by a series of urgent Notice and Ordinances in 2003 and 2004 to 

strengthen the implementation, compliance, and enforcement of the new regulation (General Office 

of State Council 2003, Document 42; 2004, Document 46). Coinciding with the launch of the 

“Harmonious Society Building” program under the Wen-Hu administration, the aim was to ease 

public discontent by keeping unlawful displacement and compensation disputes under control. The 

key objectives included tightening administrative control over the pace and practice of urban 

renewal at the local level; ensuring fairer compensation and more transparency in the demolition 

and relocation process; as well as strengthening land allocation policy to restrain excessive land 

speculation and rent-seeking activities. To instruct local implementation, in 2005 the Ministry of 

Construction rolled out an updated Guidance for Urban Housing Demolition and Relocation (Ministry 

of Construction 2005, Document 200) detailing adjustments, some of which are illustrated below: 
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• Compensation policy: to better protect affected evictees’ legal rights  

 Use “market value” instead of “replacement cost” as the basis for compensation appraisal:  

for inner-city dilapidated housing demolition and relocation projects, affected 

homeowners must be adequately compensated for their loss of residence, whereby the 

appraisal must use the current market value as reference, considering the location, 

function and floor space of the original property, to determine the compensation 

amount;  

 Adequate compensation, considering location-based value difference: 

when relocating evictees from inner city to outer suburban areas, compensation 

arrangements should take into account the value difference between properties in 

different locations;  

 Provide public housing assistance to affected low-income dwellers:  

for the affected low-income evictees (defined as “double difficulties” families 双困家庭 

living under the poverty line and minimum housing standard set by local government), 

city governments should use public housing resources where appropriate, to ensure their 

basic housing needs;  

• Demolition policy: to strengthen permit and regulatory control over project operation  

 Strengthen planning management:  

local governments should set up a systematic planning system for urban renewal and 

shantytown upgrading programs, implementing permit management in accordance with 

local development level and needs;   

 Enhance transparency through engaging public participation in the project approval process:  

for any large-scale demolition and relocation projects where a large number of residents 

would potentially be affected, a public hearing should be scheduled for airing residents’ 

opinions prior to any decision being made in regard to permit grant;   

 Strengthen process management over demolition activities:  

until the demolition funds and resettlement/compensation arrangements are in place 

and agreed, no demolition activities can proceed; to justify the funding availability, no 

future profits, anticipated funding commitment by local authority, or any other funds 

that are not yet in place should be considered;     

Moreover, the regulatory adjustments to land leasing and land sale policy during this period also 

made a significant impact on the urban shantytown upgrading situation. A key regulatory change 

was the release of the Regulation on State-owned Land Land-leasing through via Tender, Auction and 

Listing by the Ministry of Land and Resource, which stipulated that for “land-leasing for commercial 

purposes (经营性用地), such as commerce, travel, entertainment and recreation and residential real 

estate development, a formal process must be followed through either tender, auction or listing (招
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拍挂)” (Ministry of Land and Resource 2002, Document 11). The aim was to establish a market-based 

land resource allocation system promoting openness, fairness and justice in the land development 

process. In this context, the urban renewal model via “uncleared land leasing” through private 

negotiation was no longer viable and eventually the practice discontinued. In its place a “land 

reserve” (土地储备) oriented approach took over, requiring the active engagement of city 

governments in facilitating urban renewal projects, and separating the process of housing 

demolition and relocation from that of land leasing and transfer (Shanghai Real Estate Science 

Research Institute 2008). The approach was also promoted as a solution to addressing the 

persistence of land hoarding by private developers which was condemned for contributing to market 

distortion while impeding sustainable urban development (Xinhua 2007).  

Overall, under the overarching “Harmonious Society Building” policy framework from 2003, there 

has been a growing emphasis on upholding people’s welfare and interests as the priority over a 

single-minded growth agenda. Alongside this, in order to cope with the rapid urbanization and 

corresponding rising public service responsibilities, the reliance of city governments on land sales for 

public finance has intensified. From the mid-2000s the combination of a booming housing market 

and the strict practice of land transfer through “tender, auction and listing” has resulted in surging 

land prices, and subsequently an upward spiral of housing prices in most cities. By 2007, mounting 

concerns over a real estate bubble and overall social stability prompted a central government policy 

shift to focus on addressing low-income housing problems, through housing safety net expansion 

(State Council 2007, Document 24). In particular, increasing government support to urban 

shantytown and dilapidated neighbourhood upgrading was stipulated as part of the strategy towards 

low-income housing poverty alleviation in Chinese cities.   

6.1.2. Shantytown upgrading as an “affordable housing” strategy 

In essence, the decision to support shantytown upgrading under the affordable housing framework 

reflects the government’s recognition of a growing spatial segregation of urban low-income 

households in Chinese cities. In reality, however, as illustrated in chapter 2, “areas of poverty” is a 

diverse concept that describes a variety of urban residential types, ranging from dilapidated 

traditional housing areas to impoverished former industrial workers’ settlements, left-behind urban 

villages, as well as migrant workers’ dormitory accommodations. Sharing commonalities in physical 

features and social segregation, each of these residential types and their degradation experiences 

varies, as well the composition of the residing needy population. In this sense, to understand the 

impact of the policy intervention via shantytown upgrading programs on urban low-income 

households’ housing conditions, the program scope and its practical focus on particular residential 

types needs to be well considered.  

On reviewing the program development since 2008 there appears a gradual shift in policy directive 

around shantytown upgrading by the central government, from an initial focus on supporting the 
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“state-owned industry and mining shantytown” upgrading (国有工矿棚户区改造) towards a more 

expanded approach, to include a broader range of urban shantytown residential types under the 

direct program operation. After 2013, the Urban Shantytown Upgrading program was further 

adapted and implemented as a leading program under China’s affordable housing framework, 

incorporated into China’s “New Urbanization Plan” (2014-2020) under the Xi-Li administration.  

The nationwide bandwagon of industry and mining shantytown upgrading  

The “industry and mining shantytown” (工矿棚户区) (discussed in chapter 2) is a distinctive type of 

impoverished (former) workers’ settlement linked to state enterprises in the mining sector, often 

established close to mine operations, a legacy of China’s command economy and heavy industry-

biased economic strategy. Largely concentrated in the rust belt region of China’s Northeast old 

industrial base (Liaoning, Jilin and Heilongjiang provinces), their degradation coincided with the 

decline of the regions’ economy amidst the acceleration of China’s industrial restructuring and SOE 

reforms from the mid-1990s. In 2003, in order to regenerate the local economy of this region and 

facilitate industrial transition, the central government launched the Northeast China Revitalization 

Program (CCP 2003, Documents 11), providing preferential policies and fiscal support to local social 

and economic revitalization projects. Shantytown upgrading of the local mining and dilapidated 

residential areas was identified a key target area of the policy agenda (Ministry of Construction 

2004, Document 169). Through directing government subsidies to low-income housing upgrading 

assistance, the aim was to improve people’s housing and social welfare, while leveraging market 

resources to the construction and residential sectors, generating demand for new development. 

Commencing in 2005, an unprecedented shantytown upgrading campaign began to sweep through 

the Northeast old industrial regions.   

However, the real trigger of the nationwide bandwagon of industry and mining shantytown 

upgrading was actually in late 2008 with China’s post-GFC four-trillion-yuan stimulus package. 

Through pumping public funds into the economy, particularly focusing on infrastructure investments 

and social spending, the objective of the stimulus package was to boost domestic demand, 

combating contagion from the decline in global markets (Wong 2011) Affordable housing 

construction, including shantytown upgrading projects, was identified as one of the priority areas for 

investment by the stimulus program as a good fit with the strategy (Ministry of Housing and Urban-

Rural Development 2008, Document 215). To direct implementation, a three-year affordable 

housing development plan was set out (General Office of the State Council 2008, Document 131)., As 

presented in Table 6.1.1, the program scope for industry and mining shantytown upgrading projects 

was extended, to also include impoverished former workers’ settlements of state-owned forestry 

and land reclamation farms. A worth noting detail is the terminology difference under the policy 

framework, between “urban shantytown (dilapidated homes)” (城市棚户区(危旧房)) and “state-owned 

industry and mining shantytown” (国有工矿棚户区). Whereas the former emphasises the individuals 

as the target of the affordable housing assistance (through low-cost rental or economic housing 
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programs) due to their financial and housing difficulties, the latter description is more project-

oriented, with public funding directed to the project operation of specific types of shantytowns.   

Table 6.1.1 Affordable Housing Provision Plan 2009-2011 

Target population Service type Provision plan 

2009 by the end of 2011 

Urban low-income 
households under housing 

stress 

Low-cost rental housing in-kind or/and 
cash subsidy assistance;  
 

2.6 million 
households 

7.47 million 
households Urban shantytown (dilapidated 

homes) upgrading assistance; 

Economic housing newly built (units) 1.3 million  3.9 million  

State-owned coal mines, 
forestry and land 

reclamation farms 
shantytown dwellers  

  

Industry and mining shantytown 
upgrading  

0.8 million 
households 

2.4 million 
households 

 of which: coal mines 

 

0.58 million 

forestry 

 

0.96 million 

land reclamation farms 

 

0.86 million 

Source: General Office of State Council: Suggestions on Facilitating Healthy Development of Real Estate Market 
(General Office of State Council 2008, Document 131) 

The program design under the affordable housing framework  

In December 2009, building on the State Council 2007 document 24 and 2008 document 131, as well 

as the reflection on working experience accumulated from local experiments of shantytown 

upgrading, particularly the state-owned industry and mining shantytown upgrading since 200520, the 

Ministry of Housing and Urban-Rural Development (MOHURD) jointly with the National 

Development and Reform Commission (NDRC), the Ministry of Finance (MOF), the Ministry of Land 

and Resources (MLR) and the Bank of China (BOC) released the Guiding Opinions on Promoting 

Urban and State-owned Industry and mining Shantytown Upgrading Work (Ministry of Housing and 

Urban-Rural Development 2009, Document 295). Emphasising both the social and economic 

significance of the program development, especially in the context of the overall post-GFC national 

agenda to “boost domestic demand, benefit people’s welfare and maintain stability” (扩内需，惠民

生，保稳定), the document laid down the basic principles that were to govern across all project 

operations, as well as the financing strategy that called for diversified resource mobilization from all 

parties involved. By incorporating affordable housing construction, the ultimate goal was to 

complete the upgrading of all identified large-scale urban and state-owned industry and mining 

                                                           
20 In August 2009, the State Council office organized a symposium on urban and industry and mining shantytown upgrading 
in Heilongjiang. Delegates from nine provinces and relevant central government ministries and institutions attended the 
conference. Seven provinces and cities, including Heilongjiang, Tianjin, Liaoning, Jilin, Shanghai, Yunnan and Inner Mongolia 
reported on their program development, local practice and policy advice. (MOF news release: 
http://zhs.mof.gov.cn/zhengwuxinxi/gongzuodongtai/200908/t20090814_194214.html ) 

http://zhs.mof.gov.cn/zhengwuxinxi/gongzuodongtai/200908/t20090814_194214.html


Chapter 6 Urban shantytown upgrading in Chinese cities 

146 
 

shantytowns within a five-year period from 2009. In doing so, it suggested that priority should be 

given to the acceleration of the state-owned industry and mining shantytown upgrading projects.  

Five basic principles were set out to ensure compliance across all implementation areas (Ministry of 

Housing and Urban-Rural Development 2009, Document 295): 

First, the project operation must adhere to “open, fair, justice” principle and proceed 

considering the needs of people: 

All project approval and compensation decision-making process must involve consultation 

with the community; any project undertaking must obtain endorsement from the majority of 

the affected community; all relevant rules and lawful regulations must be adhered to in 

housing demolition/rebuild and relocation process;      

Second, the implementation plan should be realistic and carried out in a gradual approach: 

City governments should decide their shantytown upgrading target based on the local 

socioeconomic development level, government fiscal capacity, and the existing urban, land 

and affordable housing development plans; the project selection should give priority to those 

with a more urgent need (that are larger in size, worse housing conditions and/or safety 

concerns);     

Third, the government should play the leading role in program development while utilizing 

market mechanism to mobilize initiatives of all parties concerned:  

Urban and state-owned industry and mining shantytown upgrading requires government to 

play a leading role in project development, which involves not only providing necessary policy 

and funding support but also utilizing market mechanism to mobilize the initiatives of all 

parties concerned, including enterprises and shantytown dwellers, as well as other 

community forces;  

Fourth, the upgrading design should consider individual projects based on their specific physical, 

environmental, historical and cultural factors: 

The shantytown upgrading methods include rehabilitation, conservation and rebuilding. For 

heritage buildings and run-down residential areas, where possible, the upgrading process 

should focus on housing repairs and maintenance, service facility improvement, and external 

environment and energy-efficiency upgrading. The priority should be given to the 

conservation and preservation of the city’s historical and cultural heritage, avoiding large-

scale urban clearance and construction;    

Fifth, the housing/neighbourhood (re)development should incorporate community 

infrastructure and facility building, aiming to improve people’s welfare:  
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In the process of resettlement housing development, the construction work should 

incorporate the installation of all utilities, neighbourhood facilities, as well as infrastructure 

for public transportation and public services (such as schools, hospitals and facilities for the 

disabled, etc).                                     

Considering the specific policy measures, in line with principle three illustrated above, a so-called 

“multi-channel fund-raising” strategy was introduced. By mobilizing financing resources from all 

parties concerned, including government fiscal subsidies, bank loans, enterprises support, 

individuals’ contribution, as well as market promotion, it was to enhance the financing capacity of 

the program implementation, thus enabling the achievement of its promoted goals. In general, the 

funding sources were grouped under three streams illustrated below (Ministry of Housing and 

Urban-Rural Development 2009, Document 295):   

1. Fiscal investment and subsidy by all levels of government:  

a) Central government funding support: two separated special funding programs were 

established in 2010 to support program implementation:  

• the Central Government Investment Subsidy Grant for state-owned industry and 

mining shantytown upgrading projects (中央投资补助支持国有工矿棚户区改造): to 

support infrastructure investments directly related to the state-owned industry and 

mining shantytown upgrading projects that were outside urban boundaries and had 

little commercial potential to attract investment; (Ministry of Housing and Urban-

Rural Development 2010, Document 56) 

• the Central Government Special Subsidy Grant for urban shantytown upgrading (中央

补助城市棚户区改造专项资金): to support local government-initiated urban 

shantytown upgrading projects (excluding “urban village” upgrading projects) and 

the expenses associated with demolition, relocation, resettlement housing 

construction and basic facility and infrastructure development (excluding any costs 

for related commercial redevelopment); the fund allocation will be based on the 

principle “more upgrading more subsidy; no upgrading no subsidy” (多改造多补助，不

改造不补助) while taking into account local fiscal difficulties (Ministry of Finance 

2010, Document 46)  

b) Provincial government funding support: to subsidise local projects operation in the 

form of post-completion rewards rather than funds granted in advance (以奖代补), thus 

fostering quality performance and outcomes as intended;     

c) City/county government budget investment: to source funds from urban maintenance 

and construction tax (城市维护建设税), urban utility value added and infrastructure 

charges (城镇公用事业附加、城市基础设施配套费) and land transfer incomes (土地出让收

入); in areas where conditions permit, city governments may provide interest subsidy 

on project borrowing (贷款贴息) as extra support;  
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2. Bank loans by both policy and commercial institutions:  

a) To encourage financial institutions to provide lending support to qualified urban and 

state-owned industry and mining shantytown upgrading projects, promoting 

innovative products and services, ensuring sufficient lending support; 

b) In areas where conditions permit, the credit guarantee (贷款担保) mechanism may be 

used to channel credit funds towards shantytown upgrading projects;  

3. Self-contribution by enterprises and individuals involved: 

a) The related state-owned industry and mining enterprises are to actively participate in 

fund-raising for project operation; 

b) The affected shantytown residents are to make reasonable financial contribution to 

the resettlement housing construction; 

c) To actively mobilize social capital to invest in shantytown upgrading projects and 

support capable and credible real estate developers to participate in the project 

operation;   

In practice, not only was active engagement from all parties involved crucial for the program’s 

success, much effort was made to provide incentives to local governments’ participation, in line with 

the policy mandate. For example, the policy directive granting special central government funds 

based on “more upgrading more subsidy; no upgrading no subsidy” principle, and the provincial 

government subsidies to be based on “post-completion rewards” principle, were aimed at 

encouraging program expansion on a nationwide scale. Another “draw-in factor” was the policy 

directive that directs financial institutions to provide lending support for shantytown upgrading 

projects, implying a relatively easy access to borrowing, including long-term low-interest loans by 

policy banks. In fact, the initial breakthrough of the large-scale industry and mining shantytown 

upgrading in Northeast rust belt region was largely attributed to the capital support from the policy 

bank the China Development Bank (CDB).  

As it turned out, following the launch of the 2009 Guiding Opinions, local governments embraced 

the program with much enthusiasm. By the end of 2012, according to the investigation reports by 

the National Audit Office (NAO), more than 80% of all city/county level governments had initiated 

shantytown upgrading projects and a total of 12.6 million shantytown dwellings had been rebuilt 

since 2008 (Zhang, X. 2013). Over this period, the total fiscal funding and subsidies granted by all 

levels of government exceeded 150 billion yuan and the aggregated overall investment from all 

parties involved reached 1.92 trillion yuan (Oriental Morning Post, 2 Sept 2013).  

Despite substantial progress nationwide, the shantytown upgrading program has, however, 

increasingly faced issues around the distorted motivation of local governments in their enthusiasm 
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to obtain access to cheap capital, which is often used for other funding purposes while seeking high 

revenue returns from the land renewal process. In part, this explains some recurrent patterns of 

resource misallocation behaviour by local authorities in project development as revealed in annual 

audit investigation by the NAO (2010-2013). These included using special grants and subsidies under 

the program to fill other funding shortfalls, such as loan repayment for unrelated infrastructure 

construction or commercial establishments, and sometimes even internal cash flows. In one 

reported case, a local forestry bureau in Shanxi Provision was found to have misused of over three 

million yuan from the program funds to pay local staff salaries, and in another, a state-owned 

industry and mining shantytown upgrading project in Liaoning Province was found to have misused 

allocated land for commercial establishments (Zhang, X. 2013).        

Program adaptation and implementation from 2013 

The release of the National Basic Public Services System 12th Five-year Plan in July 2012 marked a 

new era of social safety net expansion, based on the principle that “to access basic public services is 

a citizenship right, and to provide basic public services is the government’s responsibility (享有基本公

共服务属于公民的权力，提供基本公共服务市政府的职责” (State Council 2012, Document 29). Emphasising 

equal opportunity for all citizens, the Plan set out the scope of the government’s commitment to 

basic public services for the next five-year period (2013-2017), covering a whole range of social need 

areas, including health, education, employment, housing and other services. In particular, providing 

housing upgrading services for eligible shantytown dwellers is stipulated as one of the four basic 

components of the government’s commitment to housing safety net provision21. The instruction for 

program implementation outlines an incremental service expansion plan, from the initial focus on 

large-scale industry and mining shantytown upgrading projects to a broader scope that includes a) 

smaller scale, scattered shantytown dwellings and dilapidated houses; b) large-scale, poorly 

equipped and high density old residential areas; c) urban villages, under the direct provision of 

housing upgrading services. Meanwhile, an ambitious five-year provision target was set out, 

committing to achieving housing upgrading for at least 10 million shantytown households 

nationwide. (State Council 2012, Document 29, Chapter 9)  

In accordance with the Plan, the Ministry of Housing and Urban-Rural Development released a 

Notice with further instruction on the expanded program implementation, elaborating on the 

definition of the term “urban shantytown (dilapidated old houses)” under the basic public services 

                                                           
21 The four components are: a) providing low-cost rental or/and rental subsidy services for urban low-income households 

under housing stress; b) providing public rental housing services for urban lower-medium income households under 
housing stress, including new graduates/employees who do not own a property, and migrant workers who have a stable 
employment status in host cities; c) providing housing upgrading services for eligible shantytown dwellers; d) providing 
dilapidated house upgrading subsidy for rural households experiencing hardship (State Council 2012, Document 29, 
Chapter 9). 
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provision framework. Focusing on their shared physical features, the definition describes the 

program target as:  

 “housing areas that are located within the urban boundary, with the majority dwellings 

being poorly structured with basic setup, in old, high density and low-quality conditions; 

presenting with many safety issues; and lacking basic facilities and/or access to public 

infrastructure and services.” (Ministry of Housing and Urban-Rural Development 2012, 

Document 190) 

This general approach has allowed considerable room for interpretation by the local governments in 

policy practice. To encourage the acceleration of program expansion, the policy grants the 

city/county governments authority to specify the detailed implementation scope for local program 

development in accordance with local circumstances. While directing local efforts towards bringing a 

broader range of urban shantytown areas under upgrading framework, the overall provision target 

set by the central government, as illustrated in table 6.1.2, gives no further guidance on the 

breakdown composition across the various urban shantytown types (State Council 2013, Document 

25). This has implications for the efficiency of public funds utilization. On the one hand, the 

broadened program approach has virtually legitimized local governments’ attempt to direct public 

resources towards more growth oriented urban renewal projects, while leaving those in urgent need 

lagging behind. On the other, lacking clear boundaries and tangible target setting across different 

types of urban shantytowns indicates an insufficient understanding of the scale and variations of the 

need on the ground, leading to weak program funding management overall.    

Table 6.1.2 Shantytown Upgrading Program: provision target (2013-2017) 

Shantytown types  Provision target plan 

Impoverished former workers’ settlement of state enterprises in 
natural resource sector 

Coal mines   900,000 

Forestry 300,000 

Land reclamation farms 800,000 

Urban Shantytowns (including urban villages, dilapidated old residential areas)  8,000,000 

Overall five-year provision target  10 million households 

Source: the State Council: Opinion on Accelerating Urban Shantytown Upgrading (State Council 2013, Document 25)  

From 2013, government funding support to the program continued to increase, in terms of both 

total annual budget expenditure by all levels of governments and the share of the overall budget 

allocation to affordable housing provision. Figure 6.1.2 displays such a tendency, showing an average 

20% annual increase in program expenditure, peaking in 2016 at 172 billion yuan, double that of 

2013. In particular, the central government special subsidy grants for urban shantytown upgrading 

surged dramatically over this short period, from 72.3 billion yuan in 2013 to 146.4 billion yuan in 

2015, representing an annual growth of more than 40% (Ministry of Finance 2013-2016).  



Chapter 6 Urban shantytown upgrading in Chinese cities 

151 
 

 

Source: the Ministry of Finance: National Government Final Accounts 2010-2017 “National General Public 
Budget Expenditure” http://www.mof.gov.cn/zhengwuxinxi/caizhengshuju/  

In addition to the direct government fiscal expenditure, the program expansion from 2013 has also 

received increased lending support from financial institutions, especially policy banks including China 

Development Bank (CDB) and Agricultural Development Bank of China (ADBC). In particular, being 

China’s leading financier for urban infrastructure development since the late 1990s, CDB22 has 

played a crucial role in providing long-term, low-interest lending to strategic projects in support of 

the central government’s policy directives on economic structural adjustment and improving social 

welfare. It is also the catalyst for the mechanism of the local government financing vehicle (LGFV), a 

“solution” that enables city governments to raise funds for public infrastructure investment, using 

land as collateral (Sanderson & Forsythe 2012). Since 2013, aligning with the central government’s 

strategic shift towards a more people-oriented new-type urbanization (State Council Gazette 2014, 

No. 9), of which the Urban Shantytown Upgrading program is considered an indispensable 

component, CDB has correspondingly increased its special lending support for the program. In 2014, 

a new business unit, the Housing Finance unit (住宅金融事业部), was established with the express 

purpose of providing “fast track” financing services for shantytown housing upgrading projects, 

aimed at ensuring fast, available financing solutions for the program expansion (CDB 2014). In the 

following years, as Figure 6.1.3 shows, CDB’s annual lending support to urban shantytown upgrading 

projects surged dramatically, exceeding 970 billion yuan at its peak in 2016, compared with 78 billion 

yuan in 2012. By the end of 2017, the total aggregated loans reached 3,407.5 billion yuan, 

accounting for nearly 26% of the overall outstanding loan balance of CDB, by industry (CDB 2017).  

                                                           
22 China Development Bank (CDB), founded in 1994 under the direct leadership of the State Council. As a wholesale lender 

specializing in providing medium- to long-term financing facilities, CDB has financed many priority mega-projects in China. 
More recently, CDB has been seen reaching out to grassroots finance, such as rural development and low-income housing, 
and international business, including a number of high-profile cross-border collaborations (CDB 2017).  
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Source: China Development Bank Annual report 2013-2017 http://www.cdb.com.cn/English/bgxz/ndbg/ndbg2017/  

For city governments, lending support from policy banks is crucial, as it helps reduce financing costs 

and repayment pressure, especially when undertaking public benefit projects on such a large scale. 

However, easy access to policy loans has also led to a distorted motivation for local authorities to 

over-expand project operation. This was in part due to the program expansion, whereby, with an 

increased scope for eligible projects, city governments were able to direct public resources to 

leverage the progress of projects that had land revenue growth and commercial gain prospects, for 

example urban villages or run-down neighbourhoods in sought after inner-city locations. It was also 

against the backdrop that, from 2013, under the new Xi-Li administration, the macroeconomic policy 

tightening on local fiscal monitoring and debt management resulted in the constrained capacity of 

city governments to borrow funds to finance public investment and infrastructure expansion in 

order to maintain rapid economic growth. In this context, the central government’s policy directives 

on further expansion of shantytown upgrading service provision, while bringing in virtually assured 

lending support from policy banks, has, in effect, made the program a popular avenue for local 

governments to utilize, seeking resources to facilitate their local growth agenda.    

A special investigation report published in China Financial Weekly (财经国家周刊) provides a good 

example of these apparent over-expansion behaviours by local governments (Ni, O, Liang, P. & Lan, 

Y. 2014). As it reveals, the policy adjustment to increase the scope of expansion received an 

enthusiastic response from local governments and led to a radical jump in the number of project 

initiations. For the year of 2014 alone, the total number of proposed projects nationwide reached 

4.25 million units, almost three times the original target plan set by the central government. For 

many cities, it meant doubling or even tripling the estimated undertaking before the policy change. 

The single largest proposal came from Henan province, with its plan to rebuild more than 400,000 

shantytown dwellings. The report also touched on the follow up interaction between the central 

Ministries and local officials in regard to the seemingly over-ambitious planning targets set by the 
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local governments and their fiscal implications. It mentioned that, in December 2013, the MOHURD 

and MOF called for a special forum in Zhengzhou, Henan province. Local officials from eleven 

provinces and cities with either a particularly large-scale provision plan or a radical increase in the 

number of proposed projects were invited. In the meeting, the central ministry officials urged local 

governments to downsize their proposed targets, emphasising that the central government would 

be in no position to increase funding support. In response, however, local officials expressed their 

preference to retain the proposal even though it would inevitably dilute the central funding support 

available for each project.  

As it turned out, the project implementation on the ground quickly surpassed the original target 

plan, achieving a total upgrading of 8.2 million shantytown dwellings nationwide within a two-year 

period (2013-2014). In mid-2015, the State Council released an updated program implementation 

guidance, setting out a revised target plan: to update a total of 18 million urban shantytown 

dwellings, including various dilapidated residential houses and urban village dwellings nationwide, 

from 2015 through 2017 (State Council 2015, Document 37). The primary justification was to 

incorporate the program with the central government’s pledge of “Three Hundred-Million People 三

个 1亿人” projects under the New-type Urbanization Plan23. The potential of the program 

implementation was also considered, in contributing to the improvement of both the urban 

environment and people’s wellbeing, as well as generating domestic demand, driving investment 

and helping retain healthy development of the real estate sector (Ministry of Housing and Urban-

Rural Development 23 July 2015).  

Another major adjustment in the implementation guidance was the promotion of “monetary 

resettlement” (货币化安置) as the preferred upgrading model, meaning providing mainly cash 

compensation rather than direct housing relocation for the affected dwellers (State Council 2015, 

Document 37). This was against the background of an alarming oversupply issue in the Chinese 

housing market, with the inventory of unsold houses topping 718.5 million square meters by the end 

of 2015 (Li, C. & Wang, Y. 2016, p. 36). To provide a context, based on on the average urban housing 

standard of 33 square meters per person, this was equivalent to providing housing more than 20 

million people (according to 2014 National Statistics). The mounting pressure on market stability led 

to the decision of the central government to prioritize “reducing property inventory” as one of the 

key economic rebalancing tasks of 2016 (People’s Daily, 22 Dec 2015). In this context, shantytown 

upgrading service provision through “monetary resettlement” was promoted as an effective solution 

to create market demand while improving people’s housing condition, in a way “killing two birds 

with one stone” (Lu, Y. 2015). Accordingly, in 2017 the share of “monetary resettlement” reached 

                                                           
23 Elaborated by Premier Li Ke-qiang (2014) in his Government Work Report, delivered on March 5th, 2014, to grant urban 
status to 100 million long-term migrant workers; to upgrade urban shantytowns and urban villages for the residing 100 
million dwellers; and to relocate 100 million central and western region rural residents to local towns and cities by 2020.  
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nearly 54% of the overall project delivery, compared with 30% in 2015 and a mere 8% in 2013 (Li, J. 

2018).  

To sum up, after a decade long continuous expansion and adaptation, the Shantytown Upgrading 

Program has emerged at the core of China’s transition towards to a more people’s oriented urban 

and economic development. By the end of 2017, a total of nearly 39 million shantytown dwellings, 

homes for 85 million people, were rebuilt or relocated under the program. In this process, while 

emphasizing the ultimate goal of the program was to improve people’s welfare, the gradual 

expansion of the program target to include a broader range of urban dilapidated residential areas 

under the upgrading scope was to a large degree due to issues emerging in the macroeconomic 

context. These included a decline in demand and investment in housing in the aftermath of the GFC 

and the housing inventory crisis as a result of the market distortion. At times shantytown upgrading 

was portrayed as a “silver bullet” to address these various challenges which, in turn, imposed 

multiple responsibilities on the program as it evolved.  

For implementation, however, this became problematic, particularly where local governments’ 

overlapping objectives ultimately undermined the primary goal of the program in serving people’s 

welfare. At the time of the program initiation, both the policy outline, and the central ministry 

officials themselves in media interviews, stressed the importance of differentiating between 

shantytown upgrading programs under the affordable housing framework and housing demolition 

and relocation projects under cities’ urban gentrification agenda. The argument was that 

government intervention was “safety-net provision” oriented, and therefore was to target projects 

that otherwise would be left behind if relying solely on market mechanism. The program expansion 

since 2013 appears to not recognise this differentiation, and as such the dividing line has become 

blurred. Not only has public funding become increasingly diluted across a broader range of 

upgrading projects, the growing emphasis on “monetary resettlement” in practice offers an avenue 

to channel public resources to support commercial interests and avoid housing market contraction. 

The question then turns to what are the implications of these policy changes on housing poverty 

alleviation for shantytown dwellers throughout urban China? Through case study and comparative 

analysis, the following sections delves into the implementation process of shantytown upgrading 

service provision in rust belt cities in Liaoning province and inner city districts of Shanghai 

municipality. The findings shed light the program impact on shantytown dwellers in reality, 

considering who has been benefitted and who has been left behind in the process.  
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6.2. Shantytown upgrading in rustbelt cities in Liaoning  

6.2.1. The Liaoning Model of industry and mining shantytown upgrading  

About Liaoning   

Liaoning, together with the neighbouring provinces of Jinlin and Heilongjiang, constitute China’s 

Northeast Old Industrial Base (NOIB), once the country’s economic mainstay during the planned 

economy period (Zhang, P 2008). Rich in mineral resources, particularly iron ore and coal, Liaoning is 

a major regional producer of steel, electric power, chemical materials and heavy industry machinery 

(Liaoning Provincial Government 2018). The history of the region as “China’s industrial cradle” dates 

back to the 1930s during the Japanese occupation period, when industry and mining and 

manufacturing facilities were first established to provide energy and military machinery support to 

Japan’s occupation of China and beyond (Wang et. al, 2014). After 1949, China embarked on a 

socialist heavy-industry-oriented development strategy, under which rapid industrial growth was 

given the highest priority for government investment and resource mobilization (Naughton 2018). 

From the first FYP (1953-1957) period, a large proportion of China’s investment and national 

projects were directed to the region, which was partly due to the natural resource endowment and 

its industrial legacy including infrastructure base and skilled labour; and partly because of the 

region’s geographical proximity to the former Soviet Union, the leader of the “socialist camp”, 

whose equipment and technical support were critical for China’s industrialization strategy (Zhang, P. 

2008). 

After 1978 the launch of the market reform and opening door policy brought about a gravity shift in 

the Chinese economy from the resource-rich heavy industry-based inland regions, to the southeast 

coastline areas with a rapid development of the light industrial manufacturing sector and export-led 

growth (Naughton 2018). The reform impact on the local economy of NOIB was fundamental, 

compounded by systematic and structural problems inherited from the socialist era (Wang et al. 

2014). From the mid-1980s to the 1990s, the region had not only lost its advantage in receiving 

preferential policy and investment support from the central government, but also had to bear 

reform costs due to the price distortion under the “dual-track system” as China was departing from 

the planned economy, causing the region to slide into economic recession. Meanwhile, social 

problems emerged, including unemployment, insufficient social security coverage and 

environmental degradation (Zhang, P. 2008). From 1997 through 2002, thousands of SOEs went 

bankrupt or closed due to lack of technological competitiveness and productive efficiency, and many 

state-owned mines were left abandoned due to the depletion of mineral reserves. The total number 

of laid-off workers in the region over this period reached 6.8 million, of which, more than 2.4 million 

were in Liaoning province (Wang et al. 2004, p. 28).  
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As a result, from the late 1990s, urban infrastructure and housing dilapidation became pervasive 

across the region, in which the number and the scale of shantytown residential areas in Liaoning was 

by far the largest, featuring a high concentration of laid-off workers and poor environmental 

conditions in proximity to large mining sites (Wang, C 2012). By the end of 2004, there were over 29 

million square meters of dilapidated dwellings across all 14 cities in Liaoning, home to more than 2.1 

million people (about 10% of the total urban population) or 700,000 families (Ni, P et al. 2012, p. 17). 

Taking the city of Fushun as an example, having the worst slum concentration, it had more than 3.3 

million square meters of large-scale shantytowns (over 10,000 square meters area) sprawled across 

the city, with more than half of the population being laid-off workers and a large proportion being 

Dibao households, making up nearly 70% of the total Dibao recipients of the city (p. 18). The 

deterioration in housing conditions due to the lack of proper maintenance and the concentration of 

poverty, witnessed many of these residential areas slip into deeper social isolation and economic 

deprivation.   

Program initiation  

Facing the mounting challenge of simmering social unrest and prolonged economic stagnation, 

addressing urban environment and housing deterioration problems emerged at the core of 

government policy priority in Liaoning from the late 1990s. Nonetheless, prior to the mid-2000s, 

little progress was achieved due to the constrained fiscal capacity of local governments, as well as 

the lack of confidence in the market at a time of economic downturn. The turning point came 

following the launch of the Northeast China Revitalization Program by the central government in 

October 2003 (Chinese Communist Party 2003, Documents 11), which encouraged “new ideas, new 

systems, new mechanisms and new ways” (新思路，新体制，新机制，新方式) to foster industrial 

transition and economic revitalization of the region (Xinhua 2003). In September 2004, the Ministry 

of Construction issued an Implementation Opinion to instruct the program undertaking, particularly 

in the housing sector, stipulating greater efforts to push forward shantytown upgrading progress in 

the region in order to facilitate urban redevelopment and housing poverty alleviation for people’s 

welfare (Ministry of Construction 2004, Document 169).   

In December 2004, Liaoning welcomed its new provincial governor, Li Keqiang, who was later 

promoted to deputy Prime Minister (in 2008) and Prime Minister (in 2013). Li has since played a key 

role in advocating shantytown upgrading as an affordable housing strategy that complemented both 

the regional restructuring agenda at the time, and national economic rebalancing in the post-GFC 

era. Under his leadership, Liaoning pioneered the large-scale industry and mining shantytown 

upgrading campaign from 2005 under the banner of “No. 1 people’s livelihood project (一号民生工

程)”. The ambitious plan was to transform a total of 8 million square meters of existing large-scale 

shantytown neighbourhoods across the province in the following two to three years, which would 

benefit 248,000 households, or 844,000 shantytown dwellers with improved housing conditions 

(Office of Liaoning Provincial Government 2005, Document 16).  
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In doing so, the strategy Liaoning adopted, later termed as the “Liaoning Model”, featured an 

integrated mechanism that engages both government steerage and market participation for 

program implementation. This involved (Office of Liaoning Provincial Government 2005, Document 

16; Li, L & Zhang, H 2014, p. 61): 

• The leading role of the government (政府主导):  

a) The provincial government: to exercise the centralized leadership of the program 

development; while allowing discretion according to the local circumstances, the 

provincial government is to coordinate between cities in order to achieve the overall 

goal; 

b) The city governments: to carry out the program of their own localization (属地化实施), 

being the responsible body for program planning, project application approval, 

fundraising and project operation; city mayors are to maintain all the responsibilities of 

program implementation within their authority (市长负责制);   

c) In the process of project development, to coordinate shantytown upgrading projects 

with government funded infrastructure and affordable housing provision, including 

environment conservation of areas affected by coal mining subsidence, Economic 

housing and Low-cost housing development, ensuring basic housing needs for the 

affected Dibao dwellers;   

d) While engaging market mechanism for fundraising, city governments are responsible for 

providing “bottom line” guarantee (市政府兜底); 

• Project operation to follow market mechanism (市场化运作)： 

a) In the process of program implementation, to pay high attention to the real estate 

development;  

b) In the process of project operation, market mechanism is in place for dealing with 

resources, including labour, funds, technology for housing production, trading, 

distribution and consumption, operating as it would for commercial housing 

development;  

c) Diversified resource mobilization from all parties involved, including property 

developers, financial institutions, intermediary agencies, as well as the affected 

shantytown dwellers;    

Resource mobilization and service provision 

Above all, overcoming financial constraints during economic stagnation was essential to Liaoning’s 

pursuit of its committed large-scale industry and mining shantytown upgrading agenda. In fact, to 

achieve its 2005 three-year program target, the estimation of the construction costs only had 
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already reached 40 billion yuan, not to mention expenditures required for associated public services, 

including providing subsidy and housing assistance to the affected Dibao households, 

neighbourhood facility and infrastructure upgrading, as well as environment rehabilitation and 

conservation (Song, F 2014). In the background was Liaoning’s deteriorating fiscal deficit situation, 

which, as figure 6.2.1 illustrates, exceeded 40 billion yuan in 2004. Compared with government 

budgetary expenditure on shantytown upgrading in previous financial years from 2001 through 

2004, the total amount of the provincial-wide public funding was only about 100 million yuan (Ni, P 

et al. 2012, p. 108).  

 

Source: Liaoning Provincial Statistics Bureau: Liaoning statistic year book 1976-2016  

The initial breakthrough was achieved with access to the long-term low-interest lending support 

from the China Development Bank (CDB). To begin with, in January 2005, the CDB and Liaoning 

provincial government signed a Cooperative Agreement on providing a total of 50-billion-yuan credit 

of Development Finance Soft Loan (开发性金融软贷款) to support the acceleration of Liaoning’s Old 

Industrial Base Revitalization Program (Cong, H 2005). Targeting particularly the province’s public 

infrastructure and social services upgrading projects, a good share of the lending support (about 2 to 

3 billion yuan annually) was planned to be directed to the industry and mining shantytown 

upgrading and the associated environmental conservation projects. For implementation, the 

provincial government Debt Management Office was designated as the authorized financing vehicle, 

being the responsible body for borrowing, subletting and repayment management of loans for 

shantytown upgrading projects in Liaoning (Office of Liaoning Provincial Government 2005, 

Document 18). The main source of income for repayment included post-clearance land sales and 

commercial real estate development (Office of Liaoning Provincial Government 2005, Document 16).   
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At the city level, a so-called “Nine-in-One” fundraising strategy was rolled out, in an effort to 

mobilize all available resources in order to meet the funding requirement for achieving the program 

target. Specifically, the “nine” sources were from three major financing channels (Li, L & Zhang, H 

2014):  

a) Government: 1) budgetary expenses on subsidy, 2) fee/cost reduction and 3) policy bank 

loans;  

b) Market: 4) enterprise fundraising, 5) individual (affected dwellers) contribution, 6) project 

commercial operational incomes, and 7) commercial bank loans; and  

c) Community: 8) public donation and 9) non-government organization contribution;  

Table 6.2.1 displays the composition among these three channels of the overall fundraising for 

shantytown upgrading programs in Liaoning from 2005-2011. Over this period, a total of more than 

73 billion yuan was raised, of which 41 billion yuan was financed through business investment and 

commercial loans while the government direct funding reached 28.3 billion yuan, and the remaining 

5% was from various community resources. In terms of the spending composition, the majority was 

invested in housing construction (65%) and neighbourhood facility establishments (34%).    

Table 6.2.1 Liaoning Shantytown Upgrading Program: fundraising sources and spending composition  

Funding Sources Government  Market  Community  

Funds raised (billion yuan) 28.3 41.3 3.7 

Distribution (%)  39% 56% 5% 

Spending composition Housing construction Neighborhood facility Public infrastructure 

Construction area (sq. m) 4,402 4,390.2 528.2 

Spending (billion yuan) 47.5 24.7 1.1 

Source : Ni, P et al. 2012, p. 58 & p. 110  

Moreover, in the process of project development, efforts were also made to boost land values, 

through improving land-use efficiency (e.g. replacing shantytown houses with high rise apartments) 

and community environment and infrastructure establishments. In particular, as revealed in the 

CASS special report (Ni, P et al. 2012, p. 130), a total of 134 square kilometres of spare land became 

available for redevelopment through shantytown clearance and upgrading across the province 

between 2005 and 2010, contributing to a total of 2.42 billion yuan land revenue for local 

governments. When taking into account the commercial establishment alongside community 

redevelopment, the total contribution reached nearly 7 billion yuan.      

In the process of housing redevelopment, a majority of industry and mining shantytown upgrading 

projects in Liaoning employed an in-situ (in the original place) resettlement approach. Aiming for 

smooth resettlement and relocation efficiency, most projects proceeded with neighbourhood 

clearance incrementally, starting with small scale demolition on a relatively lower density section of 

the site, making space for resettlement housing building. Once the majority of the former 
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shantytown dwellers had moved in new homes, the remaining large-scale demolition was carried 

out. In this way, many projects managed to shorten the transition period for housing resettlement to 

less than one year, minimizing the inconvenience to and impact on affected households (Ni, P et al. 

2012, p. 145). In practice, where appropriate, the city governments were also encouraged to directly 

purchase vacant or existing ordinary housing from the market, providing these as alternative 

resettlement choices or for use as temporary residences to accommodate displaced households 

during the transition period (Office of Liaoning Provincial Government 2005, Document 16).   

In terms of service delivery, the program design of Liaoning’s shantytown upgrading was particularly 

accommodating to the residing low-income dwellers, taking into account their financial constraints 

and social disadvantage. In most cases, access to new homes was in principle “guaranteed”, where 

all displaced residents were offered an opportunity to obtain full homeownership of their 

resettlement housing, after paying a small amount of self-contribution for improved housing 

standard (in terms of space, facility, etc.). In practice though, the program offered a great degree of 

flexibility in the way self-contribution was made, either in instalments (payment plan) or opting to 

rent (partial ownership and partial public rental), depending on the specific financial situation of the 

affected households (Office of Liaoning Provincial Government 2005, Document 16). Moreover, 

following the smooth unfolding of the physical shantytown upgrading, the program continued its 

service delivery by focusing on providing social support and community assistance to local residents, 

given a high concentration of laid-off workers and low-skill labourers of these neighbourhoods. 

Acknowledging that housing condition improvement by itself makes limited impact on poverty 

alleviation for households in a sustainable way, community-based training and social support 

programs were introduced with government funding, in order to help unemployed residents 

returning to the workforce with an improved skill-set and social connections (Ni, P et al. 2012). 

6.2.2. Program implementation and case study   

Overall implementation and outcome 

Overall, from the program initiation in 2005, the unfolding of Liaoning’s urban and industry and 

mining shantytown upgrading campaign can be divided into four phases: 

a) Phase one (2005-2006): met the program target of upgrading all existing large-scale industry 

and mining shantytowns larger than 50,000 square meters; a total of 12.12 million square 

meters of shantytown dwellings were cleared and replaced by new apartment units of 19 

million square meters, benefiting 345,000 households or 1.2 million former residents with 

improved housing conditions (Zhang, W 2007);  

b) Phase two (2007-2008): met the program target of upgrading all existing urban and industry 

and mining shantytowns larger than 10,000 square meters; by the end of 2008, an 
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aggregated of 29.1 million square meters of shantytown dwellings were rebuilt and 706,000 

families or 2.11 million residents were resettled in new homes (Ni, P et al. 2012, p. 48); 

c) Phase three (2009-2013): continued shantytown upgrading of the remaining smaller scale, 

scattered shantytown dwellings and dilapidated houses in urban areas; by the end of 2013, 

a total of 976,900 households benefited with improved housing conditions province- wide 

(Liaoning Provincial Government 2014);    

d) Phase four (2014- ): program expansion in line with the national policy directives by 

including urban villages and inner-city dilapidated residential areas under upgrading agenda 

(Chen, Q 2016),   

Notwithstanding the impressive scale of shantytown upgrading in Liaoning, especially through the 

first two phases, where nearly 30 million square meters of shantytown residential areas were 

redeveloped within a short four-year period, the sustainability of the Liaoning Model had over time 

became increasingly under question. The major problem was the heavy reliance of the local 

governments’ land-based debt raising approach to program financing. In many respects, such an 

approach echoed the land financing that many fast-urbanizing east coast Chinese cities such as 

Shanghai and Guangzhou employed since the mid-1990s, for their urban gentrification and 

infrastructure expansion. The difference in the case of Liaoning was that the government took the 

dominant role in project initiation, raising debts against the future fiscal revenue and land sale 

proceeds, in order to leverage business investments in projects that otherwise would bypass them 

due to lack of commercial prospects in the market system.  

Given Liaoning’s already high fiscal deficit and a stagnated economic reality at the time of program 

initiation, such an approach inevitability sowed the seeds for future government debt and 

repayment challenges. For the rust belt cities in Liaoning the risks tend to be higher, given the 

vulnerability of their local economy amidst painful industrial restructuring and rising fiscal demand 

for welfare provision. The “success” of their campaign style program implementation has the 

potential to lead to a fiscal crisis, if no progress is achieved in fostering new growth drivers for 

economic revitalization in the future and the local economic stagnation continues. In fact, the 

fieldwork observation in Liaoning (including Shenyang and Fushun) in August 2016 confirmed such a 

concern. The below case study of the past and present of Modi Gou, one of the earliest and 

showcase projects of the Liaoning model of shantytown upgrading, lends some insight into the 

unfolding of this issue, over time.   

Case study: the past and present of Modi Gou 

Modi Gou (莫地沟) was one of the most isolated and impoverished industry and mining shantytowns 

in southeast Fushun (抚顺), the “coal capital” of the province and a showcase of Liaoning’s 
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deteriorating housing poverty and environmental degradation amidst reforms and economic 

downturn since the mid-1990s. The origin of the settlement can be traced back to the 1930s during 

the period of Japanese occupation. Prior to the launch of the shantytown upgrading campaign, most 

residential buildings at Modi Gou were late 1950s constructions, built to provide temporary shelter 

for workers when open-cast coal mines commenced operation a few blocks away. Four decades 

later, despite their dilapidated condition, most dwellings were still in use, providing homes for nearly 

1,400 households, or 3,700 people (Bi, Y & Yang, L 2012). Overcrowding and a lack of basic amenities 

were typical features of the neighbourhood. At that time, the average household living space was 

less than 24 square meters, or 8 square meters per person. There was no gas, running tap water, 

heating, sealed roads, or public transportation. About 80% of the residents were families of laid-off 

workers from the local depleted mines or bankrupt state enterprises, with a majority living under or 

near the poverty line (Meng, X 2011, p. 102).  

The turning point came following a visit to the neighbourhood by the newly appointed provincial 

governor, Li Keqiang. On December 26, 2004, 12 days after taking office, Li inspected the site at 

Modi Gou, where he made a speech to the local community, promising to “za guo mai tie 砸锅卖铁”, 

or “do everything possible” to bring people out of housing poverty and facilitate them moving into 

new homes (Ke, M 2014, p. 11). Four days later, Liaoning rolled out its ambitious campaign for the 

province-wide large-scale urban and industry and mining shantytown upgrading, under the rhetoric 

of “No. 1 people’s livelihood project”. In March 2005, Liaoning received an initial 3 billion yuan policy 

loan from the CDB, with which Fushun kick-started the very first upgrading project at Modi Gou in 

April 2005. As it turned out, the construction of the first phase of 13 resettlement apartments took 

only seven months and was finished in October, ready for former residents to move in from mid-

November (Zhang, Y 2014). By the end of 2009, with the final completion of the three phases of the 

Modi Gou transformation project, a total of 106 six-storey resettlement apartments were built, 

providing homes for 6,400 former shantytown households, with an average household living space 

reaching 53.8 square meters (Ni, P et al. 2012).  

In the process of housing relocation, to minimize the cost burden on shantytown dwellers, Fushun 

employed a so-called “one to one” demolish-compensation policy (拆一还一), meaning upgrading 

service was at no cost to the resident, where the new floor space match that of the original 

dwellings. Where the floor space was greater than the original dwellings, the payment of a self-

contribution amount was set at the minimum cost-based rate, 600 yuan per 10 square meters 

(Zhang, Y 2014). As a result, the program not only improved people’s housing conditions, but also 

resolved homeownership status. For most dwellers, it meant paying a small additional fee (a few 

thousand yuan) to own an apartment potentially worth hundreds of thousands of yuan in the 

market. From 2007, praised for its impressive speed in shantytown transformation and positive 

feedback from local dwellers, Modi Gou earned its new reputation as the showcase of the “Liaoning 

Model” of industry and mining shantytown upgrading.  
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In essence, the positive transformation of industry and mining shantytowns in Liaoning, such as the 

case of Modi Gou, was largely due to the political commitment and resource mobilization capacity of 

the government, with little regard to the consequence of surging government debt and long-term 

market impact. In fact, at the time of the field visit to Modi Gou in August 2016, the resettlement 

housing built in 2005 was already showing signs of neglect and physical deterioration. The 

surrounding area was clustered with a few blocks of remaining old houses, crowded with low-

income dwellers, juxtaposed with high-rise apartments under various stages of construction, some 

stagnated and some completed but standing inexplicably empty. In the other parts of Fushun, as 

well as in Shenyang, the scenes of stagnating real estate development were obvious and 

overwhelming. Vacant residential buildings appeared everywhere and building-size advertising 

banners listing the sale price gave an impression of a contracted housing market, with little apparent 

buyer interest. Some property agents were offering “zero deposit home loan” seemingly in an effort 

to attract prospective buyers. In the current climate, the pressure of outward migration has the 

potential to lead to a deterioration in the over-supply challenges, pushing local government deeper 

into a debt crisis.  

 

 

 
 
 

 

 

 

 

 

 
 

a.1  Modi community centre and neighbourhood central square;  

a.2 Trucks loaded with coal pass through the main road across from the neighbourhood;  

a.3 Fushun shantytown upgrading museum: open only on special occasion;   
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a.4 Ten-year old apartment blocks: signs of lacking maintainance and run-down housing conditions; 

a.5, 6,7 Left-behind dilapidated former workers’ settlement and self-built houses remain in use, 

surrounded by commercial real estate development ; 

a.8,9 Scenes of partially completed high rise blocks across the city centre in Fushun and Shenyang;  

a.10, 11 Left-behind small-scale/individual shantytown dwellings scattered in city centre areas;   

a.4 a.5 

a.6 a.7 

a.8 a.9 

a.10 a.11 
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6.3. Shantytown upgrading in inner-city districts in Shanghai 

6.3.1. Inner-city shantytown upgrading in Shanghai   

About Shanghai  

Contrary to the experience of Liaoning, the economic reform and open door policy since the late 

1970s has set Shanghai on an upward trajectory of economic growth. From the early 1990s, to carry 

out the central government’s strategy to build “One Leader, Three Centres (一个龙头，三个中心)” 24 in 

Shanghai, the municipal government stepped up efforts to promote economic upgrading through 

industrial restructuring and urban expansion (Jiang 1994). Today, Shanghai is China’s largest and 

most important economic, trading, financial, and international shipping and transportation centre, 

with its per capita GDP exceeding USD 17,000 in 2016, a level equivalent to medium developed 

countries. The long-term resident population of Shanghai totalled 24.2 million in 2016, with more 

than 40% being migrants from other parts of the country. This is compared with a share of migrants 

of less than 8% in 1995, when the city’s total population was around 14 million (Figure 6.3.1). 

Meanwhile, the municipal government’s budget revenue surged from less than 23 billion yuan in 

1995 to over 640 billion yuan in 2016, during which the fiscal deficit as share of local GDP 

maintained at a relatively low level, reaching its peak at 3.38% in 2004 and an average of around 2% 

in the past decade (Figure 6.3.1).   

 

Source: Shanghai Municipal Statistics Bureau: Shanghai Statistic Year Book (1996-2017)  

                                                           
24 In 1992, the central government launched the “one leader, three centres” strategy in Shanghai. “One leader” means to 

develop Pudong New District, facilitating economic opening and international trading; “Three centres” means to develop 
Shanghai into an international economic, trade and financial centre, through promoting industrial restructuring and urban 
infrastructure expansion, facilitating financial, SOE and social security reforms (the 14th Conference of CPC, 1992).   
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In this process, large-scale urban expansion and infrastructure upgrading was considered an 

indispensable component. In doing so, Shanghai was one of the early pioneers in creating corporate 

entities as fundraising vehicles to enable high-levels of public investment, in the context of direct 

borrowing constraints and mounting fiscal pressures post the 1994 tax sharing reform (Wong 

2014a). Typically, playing a key role in financing urbanization and infrastructure tasks, ranging from 

toll roads to water supply and basic utilities upgrading, these investment corporations relied on 

government assets, including land revenues in particular, as collateral to borrow from banks and 

issue bonds for project finance. Gradually, with infrastructure upgrading bringing rising land values, 

the reliance of city government on land sales to finance urban development intensified.  

The initial wave of Shanghai’s urban renewal and gentrification campaign throughout the 1990s was 

part of this progress. By incorporating the market enabling and urban expansion strategy into the 

program design, the primary approach for urban renewal efforts involved large-scale demolition of 

over-crowed old ‘laneway houses’ (里弄) and population relocation from the old city centre to new 

suburbs on the urban fringe and emerging districts. Back then, this “demolish-relocation” approach 

was considered both financially plausible and socially efficient. On the one hand, inner-city 

residential clearance helped to free up sought-after land for commercial re-development. Through 

transferring land use rights to developers, the local district governments were able to mobilize 

private investment in urban gentrification and infrastructure upgrading, which further enhanced the 

city’s economic competitiveness. On the other hand, off-site relocation was considered an efficient 

solution to achieve housing poverty alleviation for such a large population within such a short period 

of time. The created housing demand in turn facilitated the real estate market development, 

contributing to the local economy while supporting the city’s overall urban expansion agenda. As a 

result, from 1992 through 2003, a total of 40 million square meters of dilapidated residential 

housing were demolished city-wide, of which 33 million square meters were inner-city laneway 

houses, benefiting up to 800,000 households (or approximately 2.5 million people) with improved 

housing conditions (Shanghai Municipal Government Press Conference, 8 August 2003). Meanwhile, 

the market investment in housing development exceeded 400 billion yuan, with a total of about 2 

million new housing units (or 197 million square meters of floor space) built with the ten-year 

period.    

Program evolution and adaptation 

Entering the new century, Shanghai launched a new round of urban renewal campaign, which 

brought about fluctuations in project implementation as a result of multiple policy changes. 

According to local data, by 2001 there was still as much as 20 million square metres of dilapidated 

residential housing in need of upgrading (Shanghai Municipal Government Press Conference, 8 

August 2003). To push forward with the renewal progress, in February 2001 a new implementation 

strategy was introduced by the Municipal government, encouraging in-situ resettlement as a way to 

better engage individual contribution to project finance (原地原区域有偿回搬) (Shanghai Municipal 
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Urban Development and Management Committee 2001, Document 68). This was partly in response 

to the impact of the 1997 Asian Financial Crisis, when the rapid withdrawal of foreign capital and 

loans in property markets led to the stagnation of existing projects and dwindling interest of 

developers in new investment for renewal projects. The strategy also included preferential land 

transfer policies (free land transfer for large-scale costly projects), in order to help reduce 

operational costs, incentivizing business participation.  

However, this market enabling strategy was soon abandoned following the announcement of the 

State Council’s revision on National Regulation on Urban Housing Demolition and Relocation (State 

Council 2001, Document 305). To comply with the national policy directives, the Municipal 

government soon thereafter released an updated implementation framework for urban housing 

demolition and relocation (Shanghai Municipal Government 2001, Document 111). Shifting towards 

a more people-oriented “demolition and relocation” (拆迁) approach, the revised program design 

emphasised the rights of affected homeowners while taking into account the interest of long-term 

public housing tenants within the community. In particular, cash compensation (货币化补偿) was 

introduced and promoted, drawing on a market-based price appraisal while considering the 

particular households’ circumstances in the calculation, in accordance with the city’s minimum 

housing standard.   

The release of the Document 111 eventually led to a fundamental shift in the urban renewal 

operational model of Shanghai. This involved policy changes in: 

a) Land supply mechanism: shifting from “private negotiation” and “un-cleared land leasing” 

(协议出让，毛地出让) to “tender, auction and listing” and “prepared land leasing” (招拍挂出

让，熟地出让) land supply model;  

b) Fund balance mechanism: shifting from individual housing upgrading project-based (旧地改造

平衡) to overall neighbourhood transformation program-based (成片综合平衡) fund balance 

model; 

c) Project development mechanism: shifting from real-estate development oriented (房地开发) 

to “land reserve” oriented (土地储备)project development model; 

d) Policy support mechanism: shifting from dilapidated housing upgrading (房屋改造) to housing 

acquisition (房屋收购) oriented policy support; (Shanghai Municipal Government Press 

Conference, 8 August 2003)     

In essence, the direct outcome of these policy changes was the emerging leading role of the 

(district/county) government in project implementation of urban renewal in Shanghai. In practice, it 

involved local authorities assuming full operational and funding responsibilities for the dilapidated 
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residential housing demolition and relocation. For affected residents, the “housing acquisition” 

approach meant a strengthened bargaining position in compensation negotiation, as being market-

value based, it was considered more transparent. For project development, the “land reserve” 

oriented approach, by separating land commercial redevelopment from the housing demolition and 

relocation process, helped to break up the collusion relationship between the government and 

private developers that existed as part of the previous developer dominated operating and finance 

model.  

From the mid-2000s, with “cash compensation” becoming the dominant resettlement solution for 

urban renewal projects, the boosted market demand contributed to a housing price increase in the 

local market. Meanwhile, the practice of land transfer through “tender, auction and listing” for 

commercial and real estate development had resulted in rising land values and therefore 

compounded housing price inflation. The outcome, as displayed in Figure 6.3.2, was an upward 

funding pressure on local governments, due to a market price-based housing acquisition approach, 

leading to an overall downward trend in the city’s renewal progress of its many left-behind run-

down neighbourhoods.  

 

Note: Selling price of commercial residential = the total city-wide sales value of the year / the total floor space of the areas 
sold in the year 
Source: Shanghai Municipal Statistics: Shanghai Statistical Year Book 1996-2016  

From 2009, in response to the central government’s call for a nationwide expansion of urban and 

industry and mining shantytown upgrading under the affordable housing framework (Ministry of 

Housing and Urban-Rural Development 2009, Document 295), Shanghai followed suit by integrating 

the principle of “housing safety net provision” (住房保障托底) into the service delivery of urban 

renewal housing demolition and relocation (Shanghai Municipal Government 2010, Document 5). 

The new policy measures placed greater priority on upholding people’s interest and welfare, 
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emphasising the contribution of urban renewal projects to improving people’s living conditions and 

therefore being a complementary component of the city’s overall affordable housing regime. In the 

release of the implementation plan for the 12th FYP period (Office of Shanghai Municipal 

Government 2012, Document 26), the provision target specified was to upgrade 3.5 million square 

meters of inner-city old laneway houses, with the aim of benefiting approximately 150,000 

households with improved housing conditions. Alongside this, in line with the national policy 

agenda, Shanghai aimed to expand its service provision scope by including shantytown housing 

upgrading in suburb districts and towns, urban villages, as well as run-down workers’ settlement of 

state-owned farms in country areas. Moreover, to ensure the market supply for housing relocation, 

the plan also included the construction of approximately 300,000 resettlement housing units under 

the government subsidized affordable housing development.    

Resource mobilization and service provision 

For implementation, from 2010 a Special Fund (旧区改造专项基金) was established at both municipal 

and district levels in Shanghai to support the activities of local run-down neighbourhood upgrading 

projects, which pooled money from a range of sources, including: 

a) Land transfer proceeds; 

b) Net-income of public housing sales and associated value-added earnings; 

c) Public rental housing demolition and relocation compensation payments; 

d) Budgetary fund arrangement (Shanghai Municipal Government 2010 Document 5). 

In practice, the city-level Special Fund supports designated “key projects” across inner-city districts, 

of which the funding contribution is based on 60:40 share with the district government (except 

projects in Huangpu district at 50:50 share) (Office of Shanghai Municipal Government 2012, 

Document 26). This division of funding also determines how the revenue of the cleared land sales 

(post-housing demolition and relocation) will be distributed between city and district governments. 

After deduction of the relevant costs, the net income is directly transferred to each of the Special 

Fund accounts, to be used for future upgrading project development. Meanwhile, calling for active 

lending support from financial institutions, the policy specifies a low capital requirement rate of 20% 

(as per the preferential lending policy for the Low-cost Rental Housing program) for upgrading 

projects (Shanghai Municipal Government 2010 Document 5). Special lending support is also 

available for the resettlement housing construction, including borrowing from the surplus balance of 

the city’s Housing Provident Fund.  

For project operation, a “land reserve” oriented approach is employed, typically involving housing 

acquisition by the authorised land reserve agents (土地储备机构) at municipal or district/county level, 

either independently or jointly (Office of Shanghai Municipal Government 2012, Document 75). In 
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practice, the operational process begins with the project proposal and approval by the city or 

district’s annual development and land reserve plan. Thereafter, upon receiving the endorsement of 

the project undertaking from at least 90% of the affected homeowners of the neighbourhood (被征收

居民), the responsible land reserve agent(s) will then register the project for investment appraisal. 

Once the appraisal is approved, the city or/and district government provides the initial funds to the 

project, at least 30% of the estimated funding requirement. The responsible land reserve agent(s), 

acting as project investor, will then use the land (of its future lease sales) as collateral to seek loans 

from banks to finance the project operation, in order to cover the cost of household compensation, 

housing demolition and other land clearance works. The affected homeowners will then be offered a 

housing acquisition proposal, detailing the standards, measures and calculation of compensation 

and the resettlement process. As long as a minimum of 80% of homeowners indicate their 

acceptance by signing the contract, the project will then be carried out accordingly (Shanghai 

Municipal Government 2011, Document 71).     

For service provision, the above mentioned “two-stage” consultation process, by engaging affected 

homeowners in project decision making, is intended to ensure that people’s interests are considered 

as a priority. In reality, however, “affected homeowners” does not necessarily cover all affected 

residents. This is often the case for long left-behind rundown neighbourhoods, which have over time 

become enclaves for low-income tenants, low-paid migrant workers in particular. Under the current 

policy framework, they are neither included in the consultation process, nor eligible to access any 

form of displacement compensation or housing assistance by the local government. Thus, from their 

perspective, the undertaking of inner-city housing upgrading projects has meant the loss of 

affordable residence and increased inconvenience due to the forced move. 

6.3.2. Program implementation and case study    

Overall implementation and outcome 

The overall policy evolution of Shanghai’s urban renewal and dilapidated housing upgrading can be 
divided into four main phases:  

a) Phase one (1991-2000): 365 Shantytown Upgrading Program (365 危棚简屋改造) (Shanghai 

Municipal Government Press Conference, 8 August 2003) 

Implementation approaches: market-based, commercial redevelopment oriented renewal 

approach; “targeted” housing upgrading approach (零星危棚简屋改造); off-site in-kind 

relocation approach (异地实物安置); 

Outcome: achieved the program target of upgrading 3.67 million square meters of inner-city 

dilapidated laneway houses; in this process a total of nearly 28 million square meters of old 

buildings were demolished, benefiting 640,000 households with improved housing 
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conditions (of whom 100,000 were originally living in conditions of under 4 square meters 

per person).  

b) Phase two (2001-2007): the new round run-down neighbourhood upgrading (新一轮旧区改造) 

(Fan, D 2012) 

Implementation approaches: market-based, commercial redevelopment and key 

infrastructure projects (e.g. Shanghai Expo 2010) oriented renewal approach; large-scale 

neighbourhood upgrading approach (成片成街坊改造); market price-based cash compensation 

resettlement approach (市场价值货币化安置)； 

Outcome: a total of 42.6 million square meters of residential houses were demolished, 

relocating over 577,000 households; from 2002 Shanghai started large-scale resettlement 

housing neighbourhood (动迁大型居住社区) construction under the affordable housing 

framework, with government providing preferential land and financing policies, with a set 

construction standard;  

c) Phase three (2008-2015): government-led integrated inner-city dilapidated laneway houses 

upgrading and housing safety net provision (动迁安置托底保障) (Fan, D 2012, Zhu, N 2012, 

Shanghai Municipal Government 2017, Document 46) 

Implementation approaches: government-led land reservation (土地储备) renewal approach 

from 2012; housing acquisition and compensation (房屋征收补偿) relocation approach from 

2011; two-stage consultation approach (二次征询) by engaging affected homeowners into the 

project decision making process, a so called “sunshine relocation” model (阳光动迁) from 

2009;  

Outcome: over the 11th FYP period (2006-2010), a total of 3.43 million square meters of 

inner-city dilapidated laneway houses were demolished, benefiting 125,000 households, 

meanwhile, a total of 32.5 million square metres of resettlement housing was constructed as 

part of the affordable housing supply; throughout the 12th FYP period (2011-2015), a total of 

3.2 million sqm of inner-city old “laneway houses” were demolished, benefiting 136,000 

households with improved housing conditions, meanwhile, the city-wide old residential 

housing refurbishing and facility upgrading projects covered 55 million square meters, 

benefiting around 1 million households;   

d) Phase four: the 13th FYP (2016-2020) government-led diversified upgrading approach via 

reservation, conservation and demolition, mainly through reservation (留、改、拆并举，以保

留保护为主) (Shanghai Municipal Government 2017, Document 46) 

Implementation plan: to steadily proceed with the urban dilapidated housing upgrading 

program 

 To upgrade a total of 2.4 million square meters of inner-city dilapidated laneway houses; 

 To refurbish and upgrade 50 million square meters of old residential houses city-wide; 
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 To carry out upgrading projects of run-down neighbourhoods, urban villages and workers’ 
settlement at state-owned farms in suburban and country areas;  

Overall, alongside a rapid economic growth, Shanghai has experienced an unprecedented urban 

transformation over the past three decades. In this process, over 80 million square meters of 

dilapidated residential houses were demolished and redeveloped, contributing to improved housing 

conditions for millions of local households. By 2015, Shanghai’s average per person living space 

reached 24 square meters, compared with less than 7 square meters in 1991 (Shanghai Academy of 

Social Sciences 2015). Considering the rapid population increase and surging housing prices, such 

improvement is substantial. Notwithstanding the progress of widespread transformation, there 

remains many pockets of ‘left-behind’ residential areas in Shanghai’s central districts. The decade-

long stagnation of the Gaofuli (高福里) renewal project and its recent resumption is highlighted 

below, shedding light on the ingrained issues that persist in the city's upgrading model which have 

contributed to prolonging the process of urban renewal in more complex situations.   

Case study: the past and present of Gaofu Li  

The history of Gaofuli dates back to the 1920s, the heyday of Shanghai’s colonial past. Located in 

Luwan (卢湾) district, the heart of the former French concession and one of the central districts of 

the city today, Gaofu Li is a good example of Shanghai’s old lane residential neighbourhoods. The 

housing style, named “Shikumen” or “stone-framed-door house” (石库门), is a unique combination of 

European townhouse and Chinese courtyard house. Through the 1950s and 1960s, alongside the 

transition to a socialist housing provision system, involving nationalization and confiscation of 

private properties, most laneway neighbourhoods (里弄) like Gaofuli were converted into public 

rental residences, under the management of the local housing authority. Due to an overall housing 

shortage during this time, each house was subdivided and allocated to multiple families, all sharing 

the basic facilities that were designed to cater for single-family home. The disruption during the 

Cultural Revolution period and lack of sufficient public resources to invest in housing improvements 

and maintenance resulted in an overall decline of housing conditions in Shanghai through the 1970s 

and 1980s. By the early 1990s, more than 70% of residential houses in Luwan district, including 

Gaofu Li, were considered dilapidated, in desperate need of upgrading (Luwan District 2004).  

In 2001, Shanghai Luoshi Real Estate (thereafter Shanghai Luoshi), a local property developer signed 

the land transfer agreement with the Luwan district government, at the cost of 718 million yuan, to 

redevelop Gaofu Li (Sina Dichan 2010). The “uncleared-land lease” (毛地批租) agreement deemed 

Shanghai Luoshi the responsible party for all relocation activities, covering an area of 30,000 square 

meters and involving more than 1,300 households. The initial relocation campaign commenced in 

2003 (Luwan Housing and Land Management 2003), but was thereafter halted half way through the 

compensation negotiation process in 2005, and remained inactive until 2014.  
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In addition to financial problems of the developer itself (Tong 2007), three factors made the 

upgrading of Gaofu Li particularly complex. Firstly, the historical value of Gaofu Li, due to its well-

preserved architectural features and typical Shikumen neighbourhood lifestyle, limited the options 

for commercial redevelopment. The original sale agreement specified retaining the unique features 

of the laneway houses, while converting the property into high-end residences (Zhu 2007, p. 125). 

This development restriction put financial pressure on the developer, adding significantly to the cost 

of construction. Secondly, the initiation of the relocation process occurred right at the time of the 

policy changeover, from the previous negotiation-based housing resettlement approach to market 

price-based cash compensation. The developer’s financial position was further affected by surging 

property prices in the Shanghai market in 2003-2004 (nearly 30% increase), significantly impacting 

relocation costs to move affected residents out. Thirdly, the central government policy intervention 

from 2003, tightening restrictions on real estate investment in the face of an overheating housing 

market, also constrained the financing capacity of the developer, contributing to stagnated progress 

and the long period of inactivity of the project. 

The halt to the project in 2005 led to further deterioration of Gaofu Li. Considering the homeowners’ 

belief that the neighbourhood would be demolished in the near future, there was little motivation 

on their part to invest in regular maintenance or refurbishing their properties. Such neglect over 

time resulted in extremely rundown housing conditions. Meanwhile, as housing prices continued to 

surge in the following decade, the cost burden for the developer to recommence the project only 

became greater. By the time of the project resumption in 2016, Gaofu Li residents consisted of a 

high concentration of low-income tenants, with the majority of better-off homeowners moving out 

as the living conditions generally deteriorated. 

   

 

 

 

 

 

 

 

b. 1 Entrance of Gaofu Li neighbourhood in Luwan District, Shanghai 

b.1 
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b. 2,3,4 Dilapidated old laneways houses at Gaofu Li  

 

In 2014, Gaofu Li was listed among Luwan district’s targeted upgrading projects for 12th FYP period 

(Shi, D 2014). In the background was the nation-wide initiation of urban shantytown upgrading 

campaign under the affordable housing framework of 2013, whereby more financing resources 

became available to support local project implementation. The breakthrough came in December 

2015, when the Great Wall Guofu Real Estate Co. Ltd (thereafter Great Wall Guofu), a holding 

subsidiary of the China Great Wall Asset Management Corporation, sealed the merger and 

acquisition (M&A) deal with the former developer, becoming the new owner of the Gaoful Li 

b.2 

b.3 

b.4 

b.5 
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upgrading project (SHGW 2015). The Great Wall Guofu was an ideal candidate to take over the 

project, given its strong asset management background and financing capacity. For Great Wall 

Guofu, the investment decision was motivated by both economic and political interests. Supporting 

shantytown upgrading projects was part of the company’s commitment to contributing to China’s 

new urbanization agenda. 

The project resumption was welcomed by the majority of the current homeowners. After the first 

round of consultation commenced on 31 December 2016, results showed more than 93% of the 

residents (1271 out of 1356, including homeowners and historic permanent tenants) endorsed the 

upgrading proposal. The formal commencement of the project is now (at the time of writing) 

pending the second round of consultation with homeowners for the detailed compensation offer.  

              

 

 

 

 

 

 

 
b. 6 Notice titled “Result release of first round consultation for Gaofu Li upgrading project”, released by Huangpu District 

housing acquisition office, 9 January 2017.   

b. 7 Notice titled “Housing acquisition notice for Gaofuli upgrading project”, released by Changle Neighbourhood 

Committee, 15 December 2016.   

For the residing tenants, however, as noted during the fieldwork visit to the neighbourhood, the 

restart of the upgrading progress was not generally welcomed. Despite being affected the most by 

the relocation outcome, they have no say in the decision-making process nor access to any form of 

government relocation assistance. The experience of Xiao Pan, a local resident who had up until that 

point lived in Gaofu Li for more than two years as a tenant, shed light on the situation. Xiao Pan 

worked in the hospitality industry, employed at the hotel a few minutes away from her rented 

b.6 b.7 
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accommodation. She rented a 6-square-meter room on the second floor of a three-storey old 

Shikumen house, on the north edge of the neighbourhood. The rented room came with a retrofitted 

private kitchen on the rooftop and shared toilet and bathroom on the mezzanine floor, for which she 

paid 800 yuan per month. Despite the dilapidated living conditions, as a shift worker Xiao Pan 

considered location as an important factor in her housing choice. At the time of interview, many 

tenants, including Xiao Pan were informed that their lease contract would not be renewed after 

January 2017, since the upgrading project appeared highly likely to move forward. However, finding 

a comparable low cost rental accommodation of similar location would prove extremely challenging, 

and Xiao Pan was not optimistic about her future housing situation.  

6.4. Comparative analysis  

The emergence of the market-based urban renewal and shantytown upgrading from the early 1990s 

was primarily driven by the economic impetus, but also by social welfare concerns. The “demolition 

and relocation” process, on the one hand, created opportunities for infrastructure development and 

commercial operations that attracted investment and provided jobs for city growth. On the other, it 

enabled quick improvements in housing conditions, by engaging individual contributions to facilitate 

housing privatization and commercialization reform. The critics, meanwhile, focused on the 

“gentrification” aspects of neighbourhood redevelopment, which often displaced low-income 

residents in favour of middle-class households and commercial interests. From the early 2000s, 

alongside the commitment to the “harmonious society building”, the national policy intervention has 

resulted in a fundamental shift in both the process and financing model of urban renewal and 

shantytown upgrading programs in Chinese cities. The adaptation towards a “land reserve” oriented 

approach made city governments responsible for providing compensation and managing housing 

resettlement, with “land financing” becoming central to the government’s effort towards housing 

poverty alleviation through shantytown upgrading. Drawing on the above policy analysis and 

implementation study of urban renewal and shantytown upgrading in Liaoning and Shanghai, this 

section delves into the comparative aspects of the program development and service delivery 

between Liaoning and Shanghai. This aim is to identify the driving forces and constraining factors 

that have shaped the differing policy strategies between the two, and the resulting policy impact on 

housing welfare of the affected urban residents.  

6.4.1. Urban shantytown upgrading and the role of local government  

Table 6.4.1 summarises the implementation strategy, comparing Liaoning and Shanghai’s urban 

renewal and shantytown upgrading under the affordable housing framework. In the process of 

program development and service delivery, both governments have engaged with project 

implementation in ways aligned with their resource capacity and urban management agenda. Table 

6.4.2 highlights the key aspects for comparison.   
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Table 6.4.1 Implementation strategy in comparison: Liaoning vs. Shanghai    

 Liaoning  Shanghai  

Shantytown 
upgrading 
strategy 

No. 1 People’s Livelihood Project (一号民生工程) 

 The leading role of government in project 
initiation and fund raising; (政府主导)  

 City governments are responsible for providing 
“bottom line” guarantee (市政府兜底);  

 Project operation to follow market mechanism 
(市场化运作), engaging with real estate 
development and commercial operations;   

Government-led “land reserve” oriented inner-city run-
down neighborhood upgrading (土地储备为主的旧区改造) 

 Integrated urban renewal and housing safety net 
provision (住房保障托底) agenda; 

 Authorized land reserve agent(s) as developer to 
undertake housing acquisition (房屋征收), 
compensation arrangement, and raising loans and 
bonds for project development; 

 Large-scale resettlement housing/community 
development under affordable housing to ensure 
housing relocation; 

Project 
decision-
making and 
beneficiary 
target  

Project decision-making  

 City governments in decision making; 

 Initial focus on industry and mining 
shantytowns and largescale urban dilapidated 
residential areas; 

 Gradually expanding to individual, left-behind 
pockets of shantytown dwellings; 

Beneficiary target:   

 All affected residing dwellers; 

 Opportunity to obtain homeownership through 
resettlement process; 

Project decision-making 

 Project proposal and approval in accordance with the 
city/district’s land reserve plan;  

 Two-stage consultation to obtain endorsement from 
the affected homeowners regarding the project 
commencement and compensation deals; 

Beneficiary target:  

 Affected homeowners;  

 Public housing tenants: opportunity to obtain 
compensation or public rental relocation; 

Resource 
mobilization 
and allocation  

A Nine-in-One fundraising strategy： 

 Government: 1) budget expenses on subsidy, 2) 
fee/cost reduction, and 3) policy bank loans; 

 Market: 4) enterprise fundraising, 5) individual 
contribution, 6) project commercial operational 
income, and 7) commercial bank loans; 

 Community: 8) public donation and 9) non-
government organization contribution;  

Funding sources (2005-2011) 

 Government: 39%; 

 Market: 56%; 

 Community: 56%;  

 

Project-based land financing and fiscal support: 

 Special funds established on both municipal and 
district levels government: to provide initial funds 
(30% or more estimated expenses) for approved 
upgrading projects (Municipal 60%: District 40%) 

 Bank loans: the authorized land reserve agent(s) to 
use the land of the project as collateral to borrow 
from banks or raise bonds; 

 Government cost/fees reduction, and preferential 
policy for resettlement housing development; 

 Housing Provident fund and accumulated value-add 
to provide lending support for resettlement housing 
construction;   

Service 
delivery  

A majority in-situ resettlement approach:  

 Replacing low-rise shantytown dwellings with 
high-rise modern apartments with improved 
living space and housing facilities; 

 Improving neighborhood environment and 
public infrastructure, including transportation 
and green areas; 

 Setting up commercial facilities and community 
service center, providing employment and 
social service assistance. 

Inner-city run-down neighborhood redevelopment:  

 Market price-based cash compensation and/or 
resettlement housing allocation (considering the 
location-based price difference);  

 Resettlement housing purchasing at lower than 
market price;  

 Low-income households are ensured with public 
housing assistance; 

Other old residential dwellings across the city:  

 Government subsidized refurbishing and upgrading 

Source: Liaoning: the General office of Liaoning Provincial government 2005, Document 16; Ni, P et al. 2012.  Shanghai: 
Shanghai Municipal Government 2010, Document 5, 2011, Document 71; Office of Shanghai Municipal Government 2010, 
Document 26, Document 75   
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Table 6.4.2 Macroeconomic context comparison: Liaoning vs. Shanghai  
Liaoning Province  Municipal (provincial level) Shanghai  

2005 2010 2015 2005 2010 2015 

GDP of the year (billion yuan) 804.73 1,845.73 2,866.9 924.77 1,716.6 2,512.3 

                              Per capita GDP (yuan) 19,254 42,355 65,354 51,474 76,074 103,796 

                              Value added of tertiary industry (share of GDP %) 41% 37% 46% 52% 57% 68% 

                              Value added of real estate sector (share of GDP %) 3.2% 4% 4.1% 7.7% 5.8% 6.8% 

*Population (million) :  Total permanent resident population  42.21 43.75 43.82 17.78 23.03 24.15 

                       Of which: Migrant population (non-hukou) 0.32 1.23 1.52 4.18 8.98 9.82 

                                         Urban resident population 24.78 27.17 29.52 16.84 20.56 21.16 

Urban employment and income: Total employed population (million) 10.07 11.09 11.95 8.63 10.9 13.6 

                                       Urban per capita disposable income (annually yuan) 9,107.6 17,712.6 31,125.7 18,645 31,838 52,962 

                                       Minimum income guarantee (Dibao) level (monthly yuan) - 296 - 300 450 790 

                                       Dibao recipient population (million)  1.5 1.25 0.72 - - - 

Public Finance (billion yuan): Government Revenue  67.5 200.5 212.7 143.4 287.3 551.9 

                                                     Government Expenditure 120.4 319.6 448.2 166 330.3 619.1 

Housing:  Commercial residence selling price (average yuan/sqm) 2,798 4,504 5,758 6,698 14,290 21,501 

State-owned land transaction:  Real estate developer land purchase (million sqm) 24.33 31.35 9.57 7.54 4.32 2.63 

Sources: National Bureau of Statistics Data and local governments’ Statistics Data (2006, 2011, 2016) Liaoning: http://www.ln.stats.gov.cn/tjsj/sjcx/ndsj/; Shanghai: http://www.stats-
sh.gov.cn/html/sjfb/tjnj/  

 

 

 

http://www.ln.stats.gov.cn/tjsj/sjcx/ndsj/
http://www.stats-sh.gov.cn/html/sjfb/tjnj/
http://www.stats-sh.gov.cn/html/sjfb/tjnj/
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The emergence of shantytown challenges in Liaoning and Shanghai is attributed to very different 

legacy effects and socioeconomic factors. In particular, the launch of Liaoning’s sweeping campaign 

for large-scale shantytown upgrading was an integral part of a much broader package of state 

interventions to facilitate the region’s revitalization agenda. The decline of the region’s economy 

and the experience of severe environmental and housing degradation across its major cities has its 

root cause in China’s command economy legacy, and the post-reform dramatic restructuring of its 

industries and economic model. In part, the socioeconomic challenges Liaoning faces share similar 

features with many post-industrial regions/cities in the world, such as Manchester and Liverpool in 

the UK and the Midwest region of the USA, although their decline was more of a result of the 

changing spatial division of labour amidst the rise of globalization and a surging service sector 

worldwide (Massey 1995, Pierre 2011). The common dilemma includes the struggle to seek and 

foster alternative sources of growth through painful restructuring, in order to regenerate the local 

economy. In reality, the process is often extremely complex and slow in the context of a 

combination of a sliding economy, rising unemployment rate, growing outward migration and the 

emergence of new urban poor.  

Thus, on the one hand, providing fiscal support for housing poverty alleviation for local needy 

households, many of whom are laid-off workers and victims of structural reforms during market 

transition, is a political necessity in the case of Liaoning, in order to maintain social stability while 

restoring public confidence and reducing outward migration pressure. Notwithstanding its strong 

welfare implications, the principal purpose of Liaoning’s shantytown upgrading program was to 

mobilize the central government’s financial support and preferential policies to facilitate its 

revitalization agenda. Under the rhetoric of “No. 1 People’s Livelihood Project”, Liaoning was able to 

justify its campaigning for a “larger, quicker and greater” urban transformation, including raising 

public debt at a time of deteriorating fiscal performance, to channel capital into the housing and 

property sector. The logic is largely drawn from the land finance theory: through shantytown 

clearance and housing redevelopment, the improved land use efficiency and infrastructure services 

would create a value add in the real estate sector, which in turn attracts commercial investments 

and generates employment and consumption demand.  

Contrarily, the presence of hidden pockets of dilapidated residential areas in the inner-city districts 

of Shanghai is an outcome of the interplay between market distortion and government neglect. 

Shanghai’s urban renewal campaign began from the early 1990s and the city became one of the 

early pioneers and innovators in the use of land-based finance for urban and infrastructure 

development. Throughout the 1990s and early 2000s, the practice of “uncleared land leasing” 

approach for inner-city dilapidated housing upgrading virtually passed all responsibility for housing 

clearance and relocation onto the property developers. Their profit maximizing and speculative 

behaviour has, in some cases, caused public discontent due to forced relocation or unfair 

compensation and evident land hoarding activities, contributing to the left-behind status of some 
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run down neighbourhoods. From the mid-2000s, to comply with the national policy mandate that 

called for a more people-oriented urban and housing development, Shanghai launched a new round 

of inner-city rundown neighbourhood upgrading campaign. Under the new policy framework, the 

local district/county governments were to bear the project implementation and funding 

responsibilities for the dilapidated residential housing demolition and relocation. In practice, the 

application of market-price based compensation regime at a time of surging housing prices led to a 

biased decision making of project initiation, with neighbourhoods at undesirable locations (less 

commercial redevelopment value) or with complicated land ownership issues (left-behind projects 

through uncleared land leasing) bypassed and neglected, despite their apparent deteriorated 

housing conditions.  

From 2009 and especially throughout the 12th FYP period, the nationwide campaign promotion of 

urban and industry and mining shantytown upgrading helped gain momentum for some long-

stagnated neighbourhood upgrading projects. On the one hand, local governments came under 

political pressure to deliver implementation outcomes under the commitment to housing safety net 

expansion. On the other, the increased lending support from financial institutions for a broader 

range of shantytown upgrading projects under the New Type Urbanization strategy helped to relax 

the financing constraints for many left-behind challenging projects.  

Nonetheless, despite the heightened commitment to people’s welfare and the determination of the 

government to alleviate housing poverty of urban residents, the reliance of the project development 

on land-based financing has continued, if not intensified. The participation of land reserve agents as 

the developer of inner-city rundown neighbourhoods upgrading projects (through housing 

acquisition and resettlement compensation) means that the efforts of local authorities to push 

forward large scale or challenging projects would inevitability have strong implications for the land 

market and housing affordability.  

6.4.2. Assessing policy impact: a solution for whom?  

Table 6.4.3 summarises the program performance from both a quantitative and qualitative 

perspective in both Liaoning and Shanghai. The reality, however, is far more complex when the 

outcomes are assessed from a different viewpoint, for example, from a long-term perspective or 

when the implications are taken into account beyond the focus of shantytown dwellings, instead 

considering the overall impact on the urban and social development objectives.  

Considering the policy impact on housing poverty alleviation for shantytown dwellers, especially 

low-income households, Liaoning’s “No. 1 People’s Livelihood Project” set an impressive record. 

Within a short four-year period, over 29 million square meters of urban and industry and mining 

shantytowns were cleared, replaced by 44 million square meters of modern apartments, benefiting 
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over 70 million households with improved housing conditions. Given that the majority of 

shantytown dwellers in Liaoning were laid-off workers, many existing on Dibao assistance, the 

program service delivery was particularly accommodating and flexible. Access to new homes was in 

principle “guaranteed”, with the affected residents, whether homeowners or former state 

enterprises employee tenants, offered a great degree of flexibility in the way the new housing 

tenure was determined. They could choose to pay a small amount of self-contribution to obtain the 

full homeownership or retain as a tenant. Moreover, the project implementation in Liaoning went 

beyond the physical and material improvement, with the program assistance continuing in the post-

construction phase, focusing on providing community support and employment assistance.  

Economically, the scale of the housing construction and the strong financing support from the 

central government and policy banks for the program helped boost market demand while leveraging 

private investment in real estate and commercial operations. The dilemma, however, was the lack of 

sustainability of the strategy in a market system. The short-term real estate boom has the potential 

to drag the already fragile local economy into a debt crisis over time, being chiefly motivated by the 

benefits offered by government rather than any judgement of the market demand. The fieldwork 

observation, as discussed in the case study, well illustrates such a concern with first hand 

observation of the housing over-supply problem emerging in major cities of Liaoning. 

In Shanghai, the land reserve oriented project development narrowed the program service delivery 

target to only the affected homeowners (and public rental housing tenants). Within this scope, the 

government plays a key role in upholding people’s interest, establishing a two-stage consultation 

system to ensure that the housing relocation and compensation process is fair and transparent. 

Meanwhile, the government has actively engaged with resettlement housing building, to ensure 

market supply and housing affordability for affected households. In reality, however, the affected 

homeowners are not necessarily the residents of the neighbourhood, or experiencing housing 

poverty, or facing eviction from the tenancy due to the project commencement. As the case study of 

Gaofu Li illustrates, this is often the case for many long left-behind rundown neighbourhoods in 

Shanghai, which have over time become low-cost rental areas with high concentration of migrants 

and other low-income populations. In this sense, the new progress on inner-city dilapidated housing 

upgrading due to the enhanced policy support from all levels of government and financial 

institutions since the 12th FYP has the potential to contribute to a deteriorated housing situation for 

people in real need.  

Moreover, the resettlement housing development was defined as one of the four key components 

of Shanghai’s affordable housing provision system (the other three are Low-cost rental housing, 

Public rental housing and Shared-ownership housing) and the government’s commitment to 

addressing housing inequality and affordability challenges. Thus, on the one hand, public resources, 

including fiscal input, tax and fee reduction and preferential lending support from the Housing 

Provident Fund, are directed to the resettlement housing and community development. On the 
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other, regardless of their income or housing situation the former homeowners of inner-city 

dilapidated houses are offered compensation, often in the form of resettlement housing unit(s). 

According to the market survey conducted by the Shanghai Real Estate Research Institute in 2009 

and 2010 at five large-scale resettlement housing communities in suburban Shanghai, an average of 

30% of resettlement housing units were leased as rental properties, of which a majority (68%) of 

tenants were migrant families (Zhu, N. 2012, p. 242). This indicates that as a program that is 

intended to assist people in need, it has in fact contributed to amplified housing inequality.  

Table 6.4.3 Policy outcome in comparison: Liaoning vs. Shanghai    

 Liaoning (2005-2010) Shanghai (2006-2015) 

Quantitative 
outputs 

2005- 2010  

 29.1 million sqm shantytown dwellings were 
cleared and 44 million sqm new apartments 
were built in-situ 

 706,000 former shantytown households 
(2.21 million people) benefited from 
improved housing conditions   

2006-2010 

 3.43 million sqm of inner-city dilapidated laneway 
houses were demolished/upgraded; 

 125,000 households were relocated;   
2011-2015 

 3.2 million sqm of inner-city dilapidated laneway 
houses were demolished/upgraded; 

 136,000 households were relocated; 

Qualitative 
outcomes 

Coverage   

 All identified concentration of shantytown 
dwellings covering a floor area larger than 
10,000 sqm 

Inclusiveness 

 Former shantytown dwellers (homeowners 
and employee renters of the state-owned 
mining companies)  

Resettlement options:   

 Mainly on-situ (new apartment built on the 
original site) relocation 

 Opportunity to obtain homeownership at 
discounted prices   

 Community support and public services 
within neighborhood post construction 

Coverage:   

 Focusing on inner-city dilapidated laneway 
houses under land reserve approach;   

 Project development principle: “Do best within 
the capacity” (量力而行);  

Inclusiveness  

 Affected homeowners and public housing 
tenants: two-stage consultation (over 90% for 
project commencement and over 80% or 
compensation agreement);  

Resettlement options:    

 Market-price based cash compensation or 
resettlement housing allocation at lower than 
market prices; 

 Large scale resettlement community built in outer 
suburbs  

Sources: Author’s summary and calculation based on media and official release (Liaoning: Zhang, W 2007, Ni et al. 2012, 
Chen, Q 2016, Liaoning Provincial Government 2014; Shanghai: Shanghai Real Estate Science Institution 2012, Fan, D 2012, 
Zhu, N 2012, Shanghai Municipal Government 2017, Document 46) 

6.5. Summary  

To conclude, this empirical chapter presents and analyses the research findings of the policy 

evolution and implementation variations of the urban renewal and shantytown upgrading service 

provision in Chinese cities. In particular, building on in-depth documentary analysis and fieldwork 

observation and case study of shantytown upgrading projects in Liaoning and Shanghai respectively, 

the investigation reveals the contributing factors that have have shaped the distinctive policy 

strategies of the two, and the resulting policy impact on housing welfare of the affected urban 
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residents. Drawing on comparative analysis, the findings suggest that the emergence of shantytown 

challenges in Liaoning and Shanghai is attributed to very different legacy effects and socioeconomic 

factors, which sets the context for their differing trajectory of program development and service 

provision design. For Liaoning, the ambitious and sweeping undertaking of massive scale shantytown 

upgrading across its major rust belt cities was an integral part of the region’s revitalization strategy. 

Notwithstanding its strong welfare implications, under the rhetoric of “No. 1 People’s Livelihood 

Project”, Liaoning was able to justify its campaigning for a “larger, quicker and greater” urban 

transformation, including raising public debt at a time of deteriorating fiscal performance to channel 

capital into the housing and property sector. In the case of Shanghai, the presence of hidden pockets 

of dilapidated residential areas in the inner-city districts was an outcome of the interplay between 

market distortion and government neglect. The nationwide campaign promotion of housing poverty 

alleviation through shantytown upgrading acceleration from 2009 has prompted new progress for 

Shanghai’s many left-behind challenging projects. However, with the continued reliance of project 

development on land-based finance, such development would inevitability have strong implications 

for the land market and housing affordability. Moreover, the narrowly home-ownership based 

compensation regime, by turning a blind eye to a growing population of low-income tenants at these 

affected residential areas, has the potential to contribute to a deteriorated housing situation for 

people in real need, amplifying rather than reducing housing inequality between the haves and 

have-nots.  
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Chapter 7 Discussion and Conclusions  

This chapter reviews and synthesizes the findings from the preceding two empirical chapters, in 

direct response to the research questions and reflections from the current theories reviewed in the 

background chapters. It begins with a summary of the research findings, followed by the discussion 

considering how these findings connect with and contribute to existing scholarship in the area. 

Three major theoretical and practical aspects are highlighted: a) the dynamics of central-local 

interactions in Chinese affordable housing provision; b) the incentive dilemma derived from land-

based financing for affordable housing provision; c) the mechanism of affordable housing provision 

as a system of stratification. Drawing on these analyses, the chapter then outlines the major 

contributions, limitations and future study directions of the current research, followed by the final 

concluding remarks.  

7.1. Key findings 

7.1.1. Research question 1:  

What effect do the affordable housing programs have on improving housing conditions for 

the urban poor in Chinese cities? And how do the outcomes differ across localities?  

• Since 2007, China has embarked on a more people-oriented housing strategy, 

committing to ensure basic housing needs for urban residents through massive 

expansion of affordable housing programs. At the municipal level, however, the program 

implementation and service delivery present great diversity, delivering mixed outcomes 

where the policy impact varies across different target groups and between cities. 

a) The Public Rental Housing (PRH) program  

• The PRH program originated as a policy solution to the rise of a so-called “sandwich 

class” (夹心层) housing problem in large cities. As continuing housing price inflation 

pushed more people, especially young graduates and first home buyers, out of the 

market, they were also locked out of the existing social housing system due to tight 

income and hukou based restrictions. The initial launch of the program in 2010 was 

therefore designed to provide government-subsidised affordable rental assistance to a 

broader range of social groups, with more relaxed criteria around income and hukou 

status.     
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• From 2014, the traditional means-tested social safety net program of Low-cost rental 

housing merged into the PRH program. The consolidation aimed at efficiency 

improvement while catering for diverse needs with a greater inclusiveness. The potential 

beneficiaries under the program are categorised into three groups: a) socioeconomically 

disadvantaged hukou households b) tertiary graduates (regardless of hukou status) and 

c) qualified migrant workers.  

• At the municipal level, the program effects on supporting basic housing needs and 

easing housing affordability stress vary across different target groups and between 

cities. The comparative analysis of program implementation in Chongqing and 

Guangzhou illustrates such disparity (Chapter 5).  

• First, the inclusiveness of the program provision differs greatly between case study 

cities, where the accessibility of the program assistance varies across different target 

groups:  

In Chongqing, the application criteria are simple (requiring stable 

employment/income status and evident need for housing assistance) and 

consistently applied across all target groups, making the benefit delivery more 

inclusive. The study showed that, from March 2011 to September 2017, a total of 

more than 380,000 applications were received, screened and processed, of which 

more than 90% have succeeded in becoming PRH tenants in Chongqing. Around 50% 

of tenants are rural migrants from the region, 30% are local hukou applicants and 

20% are tertiary graduates and migrant workers from interstate.    

In contrast, Guangzhou applies a highly stratified and stringent application criteria 

across different target groups, leaving certain households in need (particularly rural 

migrant workers) out of the program scope, due to restricted eligibility 

requirements. The study revealed, as of October 2017, a total of 37,980 units had 

been distributed via the city-level program application, of which more than 27,000 

were assigned to eligible low-income hukou applicants (over 4 years from 2014 

through 2017), nearly 11,000 units were let to young graduates and employees 

through enterprise application. In 2016, the program was for the first time open to 

migrant worker applications, with a total of 600 units released (10% of overall 

annual PRH supply of the city) and only 138 applicants (out of 1,370 online 

applications received) eventually approved to become PRH tenants, after eligibility 

screening. 

• Second, the rent-setting practices influence the benefit received by target groups. 

Stratified practices exist, contributing to differing beneficiary outcomes among 

recipients:  
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Chongqing employs a cost-based rent setting system. Set at a maximum of 60% of 

the average market rate, the rent rate is to cover the loan interest repayments 

relating to housing construction costs. The fieldwork revealed that, in practice, a 

uniformly low rent rate (at 9-11 yuan per sqm per month) applied to all PRH units, 

and the average rental cost (floor space of 35-80 sqm for one to three-bed units) 

was around 20% of the average disposable income of the target group in Chongqing. 

For the lowest and some low-income applicants, extra government subsidies may 

apply, to ensure their affordability. 

In contrast, Guangzhou employs a market price-based rent setting system, with 

marginal discount applied. The rate varies according to the location and associated 

living convenience of the property. As observed during the field work, affordable 

housing units in the more established city proper area cost as much as three times 

the rental rate of those units on the urban fringe. In addition, for local hukou 

recipients, a rental subsidy is available, ranging from 50 to 80 percent of the rent; for 

migrant worker recipients, a maximum of 30 percent rent reduction may apply; no 

extra deduction is offered for recipients through enterprise application.  

• Third, the consideration of people’s needs in project design and practices is crucial for 

reaching a balance between economic and social efficiency of the program: 

Large-scale, high-density residential setup is a key feature of PRH projects in 

Chongqing. The study showed that, among the 15 established PRH neighbourhoods, 

the smallest contains 9,900 units, while the largest is comprised of 85 33-storey 

apartment buildings, providing home for more than 32,000 families and individuals. 

A great majority of the projects were set up in proximity to the city’s various 

industrial parks and high-tech/education zones, providing transportation 

convenience for potential tenants employed at nearby factories. Taking people’s 

needs into consideration, most neighbourhoods are equipped with quick access to 

public transportation, the subway network in particular, and timely-established 

public facilities, including local schools, clinics, banks, convenient stores and food 

markets. The result was a positive response from the prospective target populations, 

with the data showing a consistent more than 40,000 new application intake added 

to the waiting list each year. Such popularity and a high occupancy rate, in turn, 

attracts commercial retailers and business operation to the area. While benefiting 

the residents with greater convenience, the revenue generated from the 

commercial ventures helps offset the financial burden for the project development 

in the long run. 

The study of Guangzhou’s large-scale concentrated PRH development displayed a 

contrasting scenario, where the project design was geared towards reaching 

quantitative targets, in terms of location and residential setup, while taking into 
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account the time frame and budget constraints. The downside of this approach, as 

shown in case analysis of the city’s newest and largest affordable housing project, 

the Longgui neighbourhood, was the apparent lack of interest from potential 

recipients, resulting in the waste of resources as residential buildings, schools and 

shops stand vacant, undermining the effort government devoted to the service 

provision. The interview with local migrant workers revealed the lack of awareness 

of the program, and their scepticism about whether the program would 

accommodate their needs, taking into account their circumstances, for example 

employment situation, location and working hours.    

b) Urban Shantytown Upgrading (USU) program  

• The launch of the Urban Shantytown Upgrading program was in the context of China’s 

post-GFC stimulus agenda to “boost domestic demand, benefit people’s welfare and 

maintain stability.” The two principal objectives of the program are: a) to revitalize 

dilapidated residential areas of the city and b) to accelerate housing poverty alleviation 

and improve housing conditions for the low-income shantytown dwellers. 

• “Shantytown 棚户区” is a diverse concept that describes a variety of dilapidated 

residential types, ranging from various run-down traditional housing areas, to 

impoverished former industrial workers’ settlements, as well as many left-behind 

pockets of urban villages; each of these residential types and their degradation 

experiences varies, as well the composition of the residing needy population and their 

situation of disadvantage.  

• At the municipal level, the extent of the welfare implications for affected shantytown 

dwellers varies across upgrading projects, of which the undertaking is an integral part of 

the city’s overall urban revitalization and growth agenda. In this research the findings 

showed that the emergence of shantytown challenges in Liaoning and Shanghai is 

attributed to very different legacy effects and socioeconomic factors, which sets the 

context for their differing trajectory of program development and service provision 

design.  

• Firstly, given the many different types of shantytown and the tenure diversity among 

residents, the project undertaking under an overarching program framework creates 

ambiguity in terms of the welfare objective for housing redevelopment:  

Prevalent in Liaoning, the “industry and mining shantytown” is a distinctive type of 

impoverished (former) workers’ settlement linked to state enterprises in the mining 

sector, a legacy of China’s command economy and heavy industry-biased economic 

strategy. Their dilapidation coincided with the decline of the region’s economy, 

amidst dramatic industrial restructuring and SOE reforms from the mid-1990s. By 
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the end of 2004, there were over 29 million square meters of dilapidated dwellings 

across all 14 cities in Liaoning, home to more than 2.1 million people (about 10% of 

the total urban population), featuring a high concentration of laid-off workers and 

poor environmental conditions in proximity to large mining sites. The upgrading 

program, launched in 2005 under the banner of “No. 1 people’s livelihood project”, 

made a positive impact on housing poverty alleviation for the low-income 

shantytown dwellers. It was also part of the overarching regional revitalization 

strategy, aimed at fostering new sources of growth while restoring public confidence 

and maintaining social stability. 

Contrarily, in Shanghai the presence of hidden pockets of dilapidated residential 

areas in the inner-city districts is an outcome of both market distortion and 

government neglect. Shanghai was one of the early pioneers to use market-driven, 

land-based finance to facilitate urban renewal and gentrification from the early 

1990s. In the following two decades, notwithstanding widespread transformation, 

there remained old laneway neighbourhoods in central districts bypassed and 

neglected, due to their undesirable locations or complicated land ownership issues. 

As housing conditions further deteriorated and the better-off homeowners moved 

out, these neighbourhoods became enclaves for low-income tenants, particularly 

low-paid migrant workers. The nationwide campaign for shantytown upgrading 

acceleration from 2009 has prompted new progress for Shanghai’s many left-behind 

challenging projects. However, under the current policy framework, tenants are not 

eligible to access any form of displacement compensation or housing assistance. For 

them, the upgrading projects has meant the loss of affordable residence and 

increased inconvenience due to the forced move. 

• Secondly, the housing redevelopment and relocation/compensation approaches 

influence the welfare outcomes of the project implementation. 

In Liaoning, a majority of industry and mining shantytown upgrading projects 

employed an “in-situ” resettlement approach. Most projects started with small scale 

demolition on a relatively lower density section of the site, making space for 

resettlement housing building. Once the former shantytown dwellers had moved 

into new homes, the remaining large-scale demolition was carried out. In this way, 

many projects managed to shorten the transition period for housing resettlement to 

less than one year, minimizing the inconvenience to affected households. Moreover, 

the in principle “guaranteed” access to new homes, with flexible tenure choices (to 

purchase or rent the new homes) helped better accommodate former shantytown 

dwellers by taking into account their socioeconomic disadvantage. From 2005 to 

2009, over 29 million square meters of shantytown dwellings were cleared, replaced 

by 44 million square meters of modern apartments, benefiting more than 70 million 

households with improved housing conditions.  
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In Shanghai, the land reserve-oriented project development typically involves a 

neighbourhood clearance and property ownership-based compensation/relocation 

approach, which tends to neglect the displacement impact on the affected low-

income tenants. Targeting the affected current homeowners, a two-stage 

consultation system (at time of project initiation and compensation negotiation) is 

established to ensure that the housing relocation and compensation process is fair 

and transparent. A market price-based housing acquisition/compensation practice 

offers flexibility of cash compensation or/and in-kind resettlement for the affected 

homeowners. Incorporated into the city’s housing safety net provision, the 

government has also actively engaged with large scale resettlement housing 

construction, to complement the undertaking of the USU projects. Over the ten-year 

period from 2006 to 2015, a total of 6.6 million sqm of inner-city dilapidated 

laneway houses were cleared/upgraded, relocating more than 260,000 households.   

• Finally, the research also revealed that, in the face of the top-down political mobilization 

for program expansion the reliance of local governments, in this case both Liaoning and 

Shanghai, on land-based financing for project development tends to create a situation 

where the local momentum for shantytown upgrading could have long-term 

implications for land price distortion, further pushing up housing prices and leading to 

worsened housing affordability for urban residents.     

7.1.2. Research question 2: 

What are the mechanisms of local discretion in program development and service delivery 

that explain such disparity? 

• Overall, the research findings revealed that despite the concerted effort by the central 

government to strengthen administrative control while providing funding incentives to 

engage local interest and compliance with policy priority in the past decade, the 

discretionary power of city governments in manipulating the process of service delivery 

has largely endured, resulting in a disparity of policy impact on people’s housing welfare 

between localities.   

• At the launch of the PRH and USU programs, the central government’s policy directives 

instruct city governments to “act according to local circumstances” (因地制宜), including 

to specify the detailed implementation scope in regards to a) eligibility criteria and 

application procedure for access to service b) how, when, and what kind of benefits will 

be delivered to and across different target groups of the program and c) decision making 

in relation to project location, scale and provision timeline. In practice, through 

manipulating these detailed program design elements, city governments are able to 

engage with the program implementation in ways best aligned with their resource 

capacity and growth agenda.  
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• Through imposing tight control over the eligibility and application process for example, 

as illustrated above in the case of Guangzhou’s stratified approach to PRH service 

provision, local governments are able to channel resources to selectively benefit certain 

social groups over others while remaining committed to the principle of inclusive safety 

net provision. This highlighted that, to assess policy impact, it is important to 

differentiate the concept of “target groups”, as stipulated in the policy objective, from 

that of “beneficiaries”, concerning real benefit received from the recipient side.     

• Moreover, the process of decision-making on a project’s location, scale and timeline 

commitment is found to be influenced by incentives to maximize the opportunity to 

expand policy and financing resources for the local development agenda, while weighing 

up the corresponding costs for service delivery. This explains why some localities 

launched ambitious implementation plans despite the apparent fiscal risk (for example 

Liaoning’s campaigning for a “larger, quicker and greater” shantytown upgrading by 

raising massive public debt at a time of deteriorating fiscal performance), while others 

participated conservatively and incrementally despite substantial gaps in the local 

market for affordable housing (for example Guangzhou’s incremental PRH expansion to 

include migrant workers under service provision). 

7.2. Discussion of the findings 

7.2.1. Central-local interactions in affordable housing provision in Chinese cities 

This research examined the recent evolution of Chinese housing policy and its effect on improving 

people’s housing welfare in urban areas. Since the market reform, Chinese urban housing provision 

has experienced two major transitions: from the state control of distribution under a planned 

economy, to the dominance of market mechanisms for housing allocation; and from a pro-growth 

market enabling strategy in the forging of a homeownership society, to a more “pro-poor” equality-

enhancing approach in the face of growing market distortion and a housing affordability dilemma. In 

this process, the driving forces emerged from not only market disequilibrium, conflicts of interest 

and external pressures, resulting from rapid urbanization and socioeconomic transformation; they 

also derived from the need to modernize governing tools, comprising both regulatory framework for 

improving service delivery and intergovernmental fiscal and administrative arrangements for 

increasing efficiency and policy performance.  

In practice, after 2003, coinciding with the launch of the “Harmonious Society Building” program, 

addressing market distortion, including rebuilding social services, received higher priority in housing 

policy at the macro-level. In the face of rising social discontent over the deteriorating housing 



Chapter 7 Discussion and conclusions 

191 
 

affordability and widening housing inequality, the government was under pressure to stabilize the 

housing market while better responding to people’s needs and enhancing social inclusion. In the 

following decade, especially in the aftermath of the GFC and the subsequent stimulus package, 

through pumping public investment into infrastructure and people’s wellbeing projects, including 

affordable housing, there occurred a massive expansion of public rental housing construction and 

shantytown upgrading nationwide.  

Where the welfare implications are concerned, however, a growing body of evidence suggested that 

the policy effect on rebalancing social resources distribution and relieving housing affordability 

stress for the urban poor has been far from satisfactory. This implementation gap, between policy 

and practice, between resources invested and benefit received, has attracted attention from both 

policymakers and academia. On the research side, to reveal the causes, many analysts pointed to 

discretion of local governments in policy interpretation and resource allocation for an explanation. 

The major concerns identified include:  

• A lack of clear articulation of target group priorities in the policy, leaving room for discretion 

by local authorities in program interpretation and service delivery. The result has been a 

persistent mismatch between the services provided through the program and the services 

needed by the targeted social groups;  

• The distorted motivation of local governments in undertaking market intervention, due to a 

heavy reliance on land sales for public finance and service provision. As a result, the 

credibility of the central government’s commitment to price stabilization has been 

challenged and market speculation ensued;  

• Territory-based administrative autonomy, accompanied by a pro-growth incentive system 

for bureaucrats, explains the lagging progress of social policy provisions, including housing, 

in providing security and reducing inequality issues;  

• The limits of administrative control, compounded by a lack of sufficient vertical monitoring 

and supervision over fund management and service delivery, makes program provision 

vulnerable to fraudulent activities, negligence and mismanagement.  

Correspondingly, on the policymaking side, since the 12th FYP period, there has witnessed a growing 

effort by the central government to strengthen political and administrative control over policy 

process, aimed at enhancing outcome delivery. The key measures included clarifying policy 

objectives, specifying housing production targets and timeframes for completion, streamlining 

administrative procedures and strengthening supervision over service delivery on the ground. 

Notwithstanding this emphasis, their effectiveness in narrowing the gap between policy aspirations 

and beneficiary outcomes was limited.   
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This research, delving into the implementation process of affordable housing programs across 

different localities in China, analysed the mechanisms of local discretion in program development 

and service delivery to explain the outcome disparities in policy impact on beneficiaries. This 

analytical approach drew on Barrett and Fudge’s (1981) conceptualization of social policy 

implementation, which interpreted implementation as an on-going interactive and negotiative 

process between policy and action in the central-local government relationship. It emphasised that 

at the delivery level, the behaviour of local implementors needed to be considered as in response to 

a wide variety of interests, incentives, constraints and pressures from a range of sources. The 

theoretical implication of their discussion was to shift research attention from explaining the 

implementation gap between policy goals and outcomes, to revealing the process of implementation 

at the delivery level and the mechanisms behind local discretion in policy performance.  

Following this lead, the current study employed comparative analysis to examine the dynamics of 

central-local interactions in affordable housing provision in Chinese cities. It contends that, although 

housing affordability and inequality may be a common challenge across urban societies, the history, 

nature and extent of the actual issue at stake in the local context varies, as well as the capacity, 

constraint and incentive structure of different localities. In this sense, the exercise of discretion in 

housing intervention and welfare provision by local governments is inevitable as a response to 

pressures and problems emerging from the local policy and market environment. Thus, in order to 

understand implementation disparity between localities, it must be approached through unpacking 

within the specific local perspective and context, rather than judging from a hierarchical position, 

focusing on its merit in conforming to the idealisation of the overarching policy intention from the 

top.   

The rationale for this approach was also to reflect the salient feature of Chinese central-local 

relations, presented as a combination of a highly centralized party-state authoritarian regime on the 

one hand, and a highly decentralized locality-based socioeconomic and public finance management 

on the other. This institutional dilemma, in practice, entails fragmentation of authority and 

accountability, contributing to great complexities of central-local interactions in policy process. 

Focusing on the behaviour of “selective implementation” by local governments in public policy, two 

theories dominate the scholarly debate: the “political tournament” theory (Zhou, L 2010) and the 

“muddling through” model (Zhou, X. et. al 2013). While the former points to a top-down incentive 

mechanism, or career promotion competition in particular, as an explanation for the driven 

behaviour of local officials in economic or social policy performance; the latter looks at the 

improvised strategies that local officials adopt to cope and manoeuvre between top-down policy 

directives and targets, regional competitions and incentives, and local priorities and pressure.  

To what extent do these two competing theories apply to affordable housing provision in Chinese 

cities? How does local discretion in program development and service delivery differ across 

localities? Looking for variety of behaviour patterns to facilitate theoretical reflection, the locality 
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selection of this study brought diverse city cases under scrutiny. That is, under each program, the 

comparative analysis consisted of one case being a “pioneer”, involving proactive behaviour in 

program initiation, and the other sets a diverse case for comparison, engaging reactive adaptation in 

response to the national policy directives.  

For the two “pioneer” cases, the Chongqing model of PRH and the Liaoning model of USU, the 

research findings highlighted factors in explaining their proactive behaviour in program development 

and service delivery, including:   

a) a “catch-up” or “revitalization” position in socioeconomic and urban development;  

b) the compatibility of the provision with existing local political/strategic priorities, and  

c) the opportunities for a source of funding for local projects; 

In both cases, the competition pressure to catch-up/revitalize the local economy has placed local 

authorities under pressure to foster new sources of growth, to which the initiated program was 

considered as complementary. In particular, Chongqing sees its future in manufacturing expansion 

by exploiting its comparative advantage in cheap land and labour supply. Providing transitional 

public rental assistance to the influx of migrant workers, mostly from local and neighbouring rural 

areas, was part of the strategy. For Liaoning, the motivation derived from the need for industrial 

restructuring to enable economic revitalization. Addressing the region’s severe housing and 

environmental degradation formed a key component of the plan. On the one hand, shantytown 

upgrading improved housing welfare for local residents, many of whom were laid-off workers and 

victims of structural reforms of the state sector, which was therefore a political necessity to stem 

public discontent with economic problems, while restoring market confidence. On the other, 

mobilizing public investment, including policy loans, to invest into urban and housing redevelopment 

projects under shantytown upgrading programs helped create market demand and leverage private 

capital, contributing to economic recovery.  

In the two comparative cases, Guangzhou’s PRH expansion and Shanghai’s renewed momentum of 

inner-city dilapidated housing upgrading, the research findings identified a “foot-dragging” 

behaviour, with both observed engaging in piecemeal adaptation and perfunctory effort in program 

development and service provision. In Guangzhou, for example, although appearing committed to 

the principle of inclusive safety net provision, through imposing tight control over the eligibility and 

application process, the PRH program has remained a scarce resource beyond the reach of certain 

social groups, particularly low-income rural migrant workers. Moreover, the city’s so-called “Three-

to-One” PRH strategy, streamlining the major existing housing assistance programs under a unified 

rental scheme, allowed the city to meet the program target without being over-burdened by housing 

costs and new responsibilities. Correspondingly, it legitimized a program design that gave priority to 

local hukou applicants under the former programs, while extending services to migrant applicants 

only after this population had been covered. In Shanghai, despite the heightened commitment to 

people’s welfare and the determination of the government to alleviate housing poverty of urban 
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residents, the reliance of the project development on land-based financing has largely continued. On 

the one hand, to minimise the impact on financial pressure, neighbourhoods at undesirable 

locations or with complicated land ownership issues tended to be bypassed and neglected, despite 

their apparent deteriorated housing conditions. On the other hand, employing a narrowly home-

ownership based compensation regime, local authorities were able to “turn a blind eye” to the large 

population of low-income tenants at the targeted shantytown projects, amplifying rather than 

reducing housing inequality between the haves and have-nots. 

7.2.2. The incentive dilemma: land-based financing for affordable housing development  

The heavy reliance of city governments on land-based financing for public investment highlights a 

salient feature of China’s urban housing problem. Following the urban land (1988) and tax-sharing 

(1994) reforms, land has become the single most valuable municipal asset, emerging at the core of 

China’s government-led urbanization (Hsing, 2010, Wong 2013). With the de facto ownership and 

monopoly of land supply, city governments, driven by revenue imperative, were found to 

strategically leverage land for development and growth (Su, F & Tao, R 2017, Liu, S 2018). This 

mechanism, as the existing literature attests, while enabling vital resources for China’s 

unprecedented urban expansion, also entailed distortion and speculation in land and housing 

markets, contributing to surging housing prices and affordability pressures.    

Although the macroeconomic policy intervention of this housing affordability challenge began in the 

mid-2000s, the decision to launch massive public housing expansion was in the context of China’s 

post-GFC stimulus package. Under pressure to combat contagion from the decline in global market, 

the government launched expansionary fiscal and monetary policies. Through pumping liquidity into 

economy, particularly focusing on infrastructure investments and social spending, including 

affordable housing, the objective was to boost domestic demand and stabilize growth. The 4-trillion 

yuan (USD 587 billion) program, spread over 27 months, comprised 1.18 trillion yuan in central 

government funding, with the rest arranged through local government inputs and bank credit (Wong 

2011, p. 54). The program was effective in terms of quickly bringing China back to its high growth 

path, but at the cost of a looming asset bubble caused by excessive borrowing and investment 

alongside ballooning local government debt. Pointing to the “Achilles’ heel” of China’s 

macroeconomic management” as an explanation, Wong (2010) contended: 

“The tendency towards overinvestment that is rooted in the growth orientation and soft 

budget constraint of state sector agents, including local governments. Hardening the budget 

constraints requires a system with clearly defined responsibilities and accountability, which 

are lacking in the current intergovernmental fiscal system… The stimulus programme, its 

implementation and exit have shown the extent to which the government continues to rely 

on administrative instruments, alongside indirect/market instruments, to manage the macro 
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economy. the experience has shown both the advantages – quick results – and the 

disadvantages – inefficiencies and distortions.” (p. 70)     

China’s affordable housing expansion from 2008 was part of this. Being a key component of the 

stimulus package, about 400 billion yuan was channelled into the public housing sector, resulting in 

11 million affordable housing units constructed nationwide. In 2011, despite policy tightening of 

fiscal monitoring and administrative control over bank lending to local government financial 

platforms, an even more ambitious expansion plan, to build 36 million new affordable housing units 

within a 5-year period, was rolled out. In doing so, as the research revealed, on top of the increased 

government budgetary input, policy banks, including China Development Bank (CDB) in particular, 

have emerged as a vital funding source for the program investment. From 2011 to 2017, the 

aggregated government budgetary expenditure on overall affordable housing development 

accounted for 2.43 trillion yuan, while the CDB’s accumulated total bank loans for the program of 

Urban Shantytown Upgrading exceeded 3.4 trillion yuan over this period. In terms of the production 

output, a total of 16.6 million public rental units were constructed by the end of 2014 and nearly 39 

million shantytown dwellings were rebuilt/relocated by the end of 2017.  

Delving into the implementation process of the PRH and USU programs across localities, the 

empirical findings of this study suggest a tendency towards “overinvestment” and sustainability 

challenges, which inevitability have implications for program performance and housing affordability 

over time. To a great extent, they echo the insights of Wong’s (2010) remarks above, regarding 

China’s post-GFC stimulus program experience.  

Concerning the issue of a tendency towards overinvestment, two types of scenarios were observed. 

The first is evident in Chongqing’s PRH expansion, which aimed for “big, fast and effective”, taking 

advantage of the central government’s political support while relying on land-based financing on a 

large scale for funding and investment. The program operated through two designated state-owned 

land reserve and supply enterprises, performing a range of roles from land supplier to project 

investor, from building contractor to property manager. Importantly, they were able to use the city’s 

land stock (under their operation) as collateral to borrow from commercial banks for project 

financing, making up 70% of the overall program investment. Despite the uncertainties involved in 

such a speculative land financing approach, the political and fiscal support of the central government 

for Chongqing’s overall growth and urbanization agenda has had the lenders’ confidence assured. 

On the other hand, the massive scale of the undertaking was an integral part of the city’s growth 

strategy for industrialization and urbanization, attracting young graduates and migrant workers to 

work and settle in the city by providing relatively easy access to public housing. However, whether 

such growth oriented government steerage of public resources provides the desired social efficiency 

is questionable.  
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The second scenario of overinvestment is illustrated by the “mismatch” situation of Guangzhou’s 

newly built public rental housing projects, as observed during the fieldwork. The situation in this 

case was in part due to the undesirable location of the project, in the outer suburb location with 

limited accessibility and insufficient service facilities. The extra cost and time of commuting and 

living inconvenience dissuaded many potential beneficiaries from applying, resulting in overall low 

application rates and high vacancy levels. According to the local official, such undesirable location 

choice was however a “choice out of practicality” for the government, given that the city is under 

pressure to meet the ambitious target set by the central government within strict timeline, and 

constrained by resource capacity (for example, no available land in developed area). In addition, the 

PRH “mismatch” issue in Guangzhou was also an outcome of program design, with tight eligibility 

criteria and application restrictions set to discourage welfare dependence while keeping fiscal 

pressure under control.  

The sustainability challenges are closely related to the heavy reliance of programs on land-based 

municipal financing. For example, under the rhetoric of “No. 1 People’s Livelihood Project”, Liaoning 

called for a “larger, quicker and greater” shantytown upgrading campaign, which entailed raising 

public debt on a large scale at a time of deteriorating fiscal performance, to channel capital into the 

housing and property sector. The immediate results, in terms of improving former shantytown 

dwellers housing and living conditions as well as generating market demand and leveraging 

investment, were effective. The dilemma, however, was the lack of sustainability of the strategy in a 

market system. The tendency towards oversupply in the local real estate sector has the potential to 

drag the already fragile local economy into a debt crisis over time, being chiefly motivated by the 

benefits offered by government rather than any judgement of the market demand. With the 

prolonged process of revitalization, compounded by growing outward migration, the problem of 

housing deterioration due to the lack of sufficient maintenance will likely recur. 

In the case of Shanghai’s inner-city dilapidated neighbourhood upgrading, alongside the heightened 

commitment to people’s welfare and the determination of the government to alleviate housing 

poverty of urban residents, the reliance of the project development on land-based financing has 

continued. There are two core funding sources: 30% local government input and 70% bank financing 

with the land (of the project) as collateral. The local government input is through a so-called Special 

Fund account, with pooled funds chiefly from the city/district’s land transfer proceeds. Moreover, 

from the mid-2000s, to comply with the national policy mandate that called for a more people-

oriented urban and housing development, Shanghai opted for a market price-based compensation 

regime. The combined effect has been an upward cost and price trend in the local land and housing 

market, indicating an unsustainable long-term program outlook, given that market cannot keep 

going up forever.  
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7.2.3. Affordable housing provision as a system of stratification  

This research originated from the empirical observation concerning the disparities between policy 

aspirations and beneficiary outcomes of affordable housing provision in Chinese cities. 

Acknowledging the diversity of social groups facing housing affordability challenges in urban China 

(Chapter 2), the analytical focus of the study was to assess the variations in policy effect on people’s 

housing welfare. Overall, the research findings revealed the mechanism of affordable housing 

provision as a system of stratification, whereby city governments engaged either proactive strategies 

or reactive tactics, implementing programs in ways that complement their existing local resources 

and policy priorities. In terms of welfare impact, the outcomes have been mixed, creating 

opportunities for some but impediments for others.    

For example, in PRH program service delivery Guangzhou applies a highly stratified eligibility criteria 

system to target groups, which leaves the city’s large population of migrant workers impeded from 

applying for government assistance, despite their generally substandard housing situation. 

Meanwhile, by engaging enterprises into the direct application and screening process, the program 

appears particularly accommodating and flexible for young graduates and sought after talents, in 

particular, helping to relieve their cost-pressures at a time of surging housing prices. Moreover, 

considering the effect of program provision in delivering affordable rental to recipients, the program 

design of rental subsidy in Guangzhou discriminates between hukou and non-hukou low-income 

recipients. That is, for eligible hukou recipients, the rent is heavily subsidised, based on their income 

and housing disadvantage situation (50 to 80 percent of the market-based rental rate), whereas for 

low-income migrant recipients, a marginal discount may apply (to a maximum of 30 percent) in 

limited circumstances.   

In contrast, in Chongqing, a relatively inclusive and flexible PRH provision was delivered in an effort 

to proactively address housing needs of labour migrants, including young graduates and rural 

labourers, to accommodate their settling into the city, thus creating a competitive advantage to help 

advance its manufacturing expansion and urbanization strategy. Meanwhile, however, with “stable 

employment status” as the primary eligibility criterion, the policy practice effectively impeded 

unemployed or casual workers from the application process, regardless of their housing difficulties.    

In the case of USU program, the two principle policy objectives are to revitalize dilapidated 

residential areas and improve housing conditions for the low-income shantytown dwellers. In 

practice however, as the study revealed, given the variety of shantytown types under the 

overarching program framework and the tenure diversity among residents of the project 

undertaking, the welfare implications of shantytown upgrading differ greatly across projects. For 

example, in Shanghai, the property-ownership based housing acquisition/compensation approach, 

by “turning a blind eye” to a growing population of low-income tenants at these affected residential 



Chapter 7 Discussion and conclusions 

198 
 

areas, has the potential to contribute to a deteriorated housing situation for people in real need, 

amplifying rather than reducing housing inequality between the haves and have-nots.  

Reflecting on these empirical observations, it appears that the ambiguity of policy objectives for 

affordable housing provision has provided local governments with further discretion in program 

development, and that this ambiguity stems from the policy making process. To begin with, China’s 

recent massive expansion of affordable housing investment originated as an integral part of its post-

GFC fiscal stimulus package, with the aim of achieving the multiple objectives of “boosting domestic 

demand, benefitting people’s welfare, and maintaining stability” (扩内需，惠民生，保稳定). During the 

12th FYP period (2011-2015), under the overarching economic rebalancing strategy, both the PRH 

and the USU programs underwent a substantial expansion to include a broader range of social 

groups/shantytown residential types under the service provision framework. In practice, however, 

without specifying the service priorities in the national policy directives, the program expansion has 

caused increased ambiguity in performance management for local implementation, allowing for 

biased policy interpretation that prioritizes housing needs of certain social groups over others.  

7.3. Contribution and implications 

The aim of this research was to investigate the recent evolution of affordable housing provision in 

Chinese cities, with a particular focus on the program implementation at the service delivery level, 

questioning who has been served, who has been left behind and what are the causes of this divide. 

Drawing on the above discussion of the findings, the contribution of this research offers a new lens 

to explore the unfolding of Chinese housing policy and its effectiveness in improving people’s 

housing welfare, in the pursuit of a more people-oriented urban governance. Specifically,   

• It contributes to extending existing scholarship of Chinese housing policy studies, by bringing 

the mechanisms of central-local interaction in shaping policy process to the focus of policy 

implementation analysis; 

• It contributes to extending the current debate on the “implementation gap” in Chinese 

affordable housing policy, by employing a comparative analysis to reveal insights into the 

causal relationships between implementation mechanisms and beneficiary outcomes at the 

municipal level of service delivery;  

• It builds on the current theory of “selective implementation” by local governments in 

Chinese social policy, providing extended empirical observations of how particular 

mechanisms played out, in the context of affordable housing provision across different 

localities;   

• The research findings highlight the incentive dilemma in the policy process of affordable 

housing development, pointing to the reliance of local governments on land-based financing 

for program target delivery as a contributing factor to continued market distortion and 
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prevalence of housing inequality. This insight draws attention to the sustainability concern 

of China’s affordable housing development over the past decade and its implications for the 

overall housing welfare of Chinese society, a topic which is worthy of following for further 

research; 

• Focusing on the distributional consequences of affordable housing provision among 

different social groups and across cities, this research shed light on the mechanisms of 

housing policy as a system of stratification, contributing to the changing pattern of social 

inequality and segregation in urban areas. This inspires further comparative studies across 

more localities, thus extending and consolidating the current findings, contributing to 

practical policy advice and studies.      

Inevitably, the current research entails a number of limitations that should be taken into account 

both when interpreting the findings and setting a path for further research on Chinese affordable 

housing policy studies. Firstly, given the political and institutional context of China, data availability, 

accessibility and consistency can be a constraint. The policy analyses of this study were drawn on the 

documentary data collection, chiefly sourced from a range of Chinese government websites and 

databases, at both the national and municipal level. The use of publicly accessible documents and 

government releases provides the needed credibility for the information base. The problem, 

however, is that the quality of information released online by local governments vary across cities 

and is often not user friendly or particularly consistent in its presentation of data across the board. 

The undertaking of careful data verification, processing and cross-checking helped to address this 

limitation. Moreover, the empirical investigation of this study used inter-city comparative design. 

The location selection for each program study was narrowed to two city cases, based on their 

representativeness of a diverse policy context situation, and comparability due to the data 

consistency and availability. Acknowledging the complexity and diversity of local policy contexts 

given the sheer size and scale of China, it would be ideal if more cities from more diverse regions and 

market conditions can be included for the comparison, thus encouraging discussion from broader 

viewpoints. However, the reality of the time and resource constraints and data and information 

accessibility does not make such an approach practical in the current circumstances. The research 

findings of this study will set a starting point for the further exploration and investigation, which is 

the long term goal of the researcher.  

7.4. Conclusion  

To conclude, this thesis demonstrated the implementation dynamics of affordable housing provision 

and their effect on improving people’s housing welfare in Chinese cities. Since 2007, under the 

banner of “harmonious society”, the Chinese government has pursued a path to deliver “adequate 

housing for all” (住有所居) as a fundamental commitment to its urban residents. Over the past 

decade, there has been a massive expansion of affordable housing construction sweeping through 

urban areas. At the service delivery level, however, the policy impact on relieving housing 
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affordability stress for lower-income households has been far from satisfactory. The strength of this 

research lies in providing new insights into such disparity, drawing attention to the mechanisms of 

“selective implementation” by city governments in affordable housing programs’ service delivery for 

an explanation. It achieved this by unpacking the program development and implementation process 

of two affordable housing programs, the Public Rental Housing (公租房)and Urban Shantytown 

Upgrading (棚户区改造), which form the core of China’s current affordable housing regime aimed at 

delivering “adequate housing for all”. Under each program, using comparative case analyses, the 

investigation scrutinised the program delivery from a contextual and action-focused approach, 

delving into the observations about “who has been served” and “who has been left behind”, 

questioning how and why it occurred, and the contributing factors deriving from the both market 

and institutional context across localities. The empirical data drew on in-depth documentary analysis 

and fieldwork observation in Guangzhou, Chongqing, Shanghai and Liaoning. 

Overall, the research findings revealed that, notwithstanding the concerted effort by the central 

government, with strengthened administrative control while providing funding incentives to engage 

local compliance with policy goals, the discretionary power of city governments in manipulating the 

process of service delivery has largely endured. Through unpacking the mechanisms of various 

“selective implementation” in affordable housing provision across different localities, the evidence 

showed that the government’s willingness to provide relief to people under housing stress depends 

less on the anticipated need than on the perceived opportunity for economic growth, or to maintain 

social stability. It was this underlying mind-set that has propelled the recent massive expansion of 

affordable housing development in Chinese cities, with the resulting disparity between resources 

invested and benefit received by the neediest members of the community.   

The implications of this further understanding for policy advice are twofold. Firstly, in the context of 

China’s centralization-decentralization governance reality, top-down policy leadership and target 

enforcement through administrative strengthening has its limits. While searching for a solution is 

beyond the scope of this research, a possible starting point, implied by this study, may lie with 

addressing the issues in the application of incentive and accountability mechanisms to the 

performance management of China’s affordable housing provision. Secondly, as China has 

transitioned to a market economy, housing is now both a major contributor and a consequential 

factor of social inequality in urban areas. This highlights the significance of affordable housing policy 

for rebalancing social stratification, due to its re-distributional effect. Yet, the evidence derived from 

this research showed that the policy outcome has been rather mixed, creating opportunities for 

some but impediments for others. On this point, the paper argues that until the principles of 

inclusiveness are truly upheld, the gap between policy aspiration and beneficiary outcomes will 

continue to persist. How this journey unfolds towards the vision of “adequate housing for all” will 

reshape Chinese society in the coming decades. 
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