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Chapter 5 

Path Dependency and Strategic Management: Transitions of 

Guangzhou and Shenzhen in Contemporary Globalization
§
 

 

This chapter investigates the transitions of Guangzhou and Shenzhen, two leading 

cities in one of the fastest growing regions in China, after the launch of China’s reform 

and opening up programme in 1979. Our major concern is twofold: Firstly, how do 

Guangzhou and Shenzhen’s local authorities respond to the political-economic 

changes at the global and national scales, and steer their cities’ transformations against 

the background of current globalization? Secondly, how is this process shaped by two 

cities’ unique, path-dependent local conditions? Theoretically, the chapter draws on 

the world/global city framework, but extends it to a broader geographical context by 

introducing the concepts of path dependency and strategic management of cities. 

Through such a comparative study, we would like to argue that although the ceaseless 

restructuring of the capitalist world economy is fundamental in understanding the 

patterns of contemporary urban and regional transformations in China, it is filtered by 

the strategic choices made by the national and local leading political actors, as well as 

individual cities’ unique economic structures and local assets that formed along their 

long-term development trajectories. 

 

5.1 Introduction 

 

Before 1979, Guangzhou and Shenzhen, now both megacities located in China’s 

Pearl River Delta (PRD) region (Figure 5.1), were in entirely different urban 

leagues. With a history of more than 2,000 years, Guangzhou is one of the oldest 

cities in China, a famous hub for (international) trade and commerce since ancient 

times, and a major political and cultural centre in the south of the country (Xu and 

Yeh, 2003). Although its leading status in trade and commerce started to decline 

after the ‘Chinese-Anglo Opium Wars’ (1840-1842, 1856-1860), and was even 

further weakened during the communist centrally planned period (1949-1978) 

                                                             
§
 This chapter is submitted to an international peer-reviewed journal for publication and is 

currently under review. 
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(Zhang, 2015), by 1979 Guangzhou was still the dominant economic, political and 

cultural centre in Guangdong province and, moreover, a city with a population of 

nearly five million (Table 5.1&5.2). In contrast, even in China itself, Shenzhen 

could hardly raise any public attention until 1979. Before that time, it was just a 

small county (named ‘Bao’an’) with about 300 thousand residents at the periphery 

of Guangdong province. Its economy amounted for less than 5 per cent of the size 

of that of Guangzhou (Table 5.2), consisting mainly of pre-industrial agriculture 

and service activities (Table 5.3). Probably, Shenzhen only appeared on the radar of 

the Chinese central government as a source of illegal migrants into Hong Kong- the 

adjacent ‘booming capitalist heaven’ (Ng, 2003). 

 

 

Figure 5.1 The location of Guangzhou and Shenzhen 
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Table 5.1 Share of Guangzhou and Shenzhen in Guangdong and the Pearl River 

Delta (1979-2012) 

Unit: % 

 
 

Guangzhou  Shenzhen 

 1979 1990 2000 2012  1979 1990 2000 2012 

Share in 

Guangdong  

Resident Population 9.6 10.0 11.5 12.1  0.6 2.6 8.1 10.0 

GDP 23.3 20.5 23.2 23.7  0.9 11.0 20.4 22.7 

Gross Industrial 

Output* 
37.0 23.3 18.3 15.2  0.3 11.6 18.2 22.3 

Exports 9.5 10.6 12.8 10.3  0.5 36.7 37.6 47.3 

FDI 5.4 12.8 24.4 19.4  17.8 26.7 16 22.2 

Share in 

the PRD 

Resident Population 27.4  26.8  23.2  22.6   1.7  7.1  16.3  18.6  

GDP 43.6  32.2  29.6  28.4   1.8  17.3  26.0  27.1  

Gross Industrial 

Output* 58.7  31.7  24.0  18.6  
 

0.4  15.1  24.0  26.7  

Exports 33.4  11.5  13.9  10.8   1.9  65.2  40.8  49.5  

FDI 24.0  14.9  24.7  21.3   37.4  28.4  23.5  24.3  

Notes:  

1. All percentage values are calculated based on the corresponding values of 

Guangzhou/Shenzhen and Guangdong province.  

2. * The number in 2012 is the gross output of industrial enterprises with an avenue of at 

least 20 million RMB Yuan. 

Sources: GSB, 2013; NBS, 2010; SBG, 2008, 2012; SBS, 2012. 

 

 

However, after merely three decades of rapid economic development, Guangzhou 

and Shenzhen have transformed into a pair of ‘twin stars’ on the southern coast of 

mainland China. Both cities have become huge metropolises with a population of 

over ten million (Table 5.2). They both occupy high positions in China’s national 

urban system, with Guangzhou ranking third and Shenzhen fourth among all 

(mainland) cities in terms of the size of economy. According to the Globalization 

and World Cities Research Network’s ranking, both of them are classified as ‘beta 

level cities’, that is, ‘important world cities that are instrumental in linking their 

region or state into the world economy’ (GaWC, 2012). Besides, visitors to 

Guangzhou and Shenzhen will firstly be impressed by the modern, world-class 

urban infrastructure (e.g., business districts, industrial parks, shopping malls, 

international airports and harbors) in both cities. 
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Table 5.2 The growth of Guangzhou and Shenzhen (1979-2012) 

 

Item City 1979 1985 1990 1995 2000 2005 2008 2009 2010 2012 

Resident 

population 

(million) 

Guangzhou 4.9  5.4  6.3  7.9  9.9  9.5  11.2  11.9  12.7  12.8  

Shenzhen 0.3  0.9  1.7  4.5  7.0  8.3  9.5  10.0  10.4  10.5  

GDP 

(RMB 

billion) 

Guangzhou 4.9 12 32 126 249 515 829 914 1,075 1,355 

Shenzhen 0.2 3.9 17 84 219 495 779 820 958 1,295 

FDI (USD 

million) 

Guangzhou 2  104  186  2,144  2,989  2,649  3,623  3,773  3,979  4,575  

Shenzhen 5  180  390  1,310  1,961  2,969  4,030  4,160  4,297  5,229  

Exports 

(USD 

billion) 

Guangzhou 0.16  0.4  2.4  10  12  27 43  37  48  59  

Shenzhen 0.01  0.6  8.2  21  35  102  180 162 204  271  

Sources: GSB, 2013; SBG, 2008, 2012; SBS, 2012.  

 

 

Table 5.3 The three-sector composition of Guangzhou and Shenzhen’s Gross 

Domestic Production (1979-2012) 

Unit: % 

City  Sector 1979 1980 1985 1990 1995 2000 2005 2010 2012 

Guangzhou 

Primary  11 11 10 8 6 4 3 2 2 

Secondary 55 55 53 43 46 41 40 37 35 

Tertiary 34 35 37 49 48 55 58 61 64 

           

Shenzhen 

Primary 37 29 7 4 1 1 0 0 0 

Secondary 20 26 42 45 50 50 53 47 44 

Tertiary 43 45 51 51 48 50 46 53 56 

Sources: GSB, 2013; SBG, 2012; SBS, 2012. 

 

 

This chapter investigates the transitions of Guangzhou and Shenzhen after the 

launch of China’s reform and opening up programme in 1979. This is also a period 

during which we have witnessed a dramatic urbanization process in China 

accompanied by the post-1970s global economic restructuring. Our major concern 

here is twofold: Firstly, how do Guangzhou and Shenzhen’s local authorities 

respond to the political-economic changes at the global and national scales, and 

steer their cities’ transformations against the background of current globalization? 
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Secondly, how is this process shaped by two cities’ unique, path-dependent local 

conditions? Through such a comparative study, we would like to argue that 

although the ceaseless restructuring of the capitalist world economy is fundamental 

in explaining the patterns of contemporary urban and regional transformations (cf. 

Scott, 2012), it is filtered by the strategic choices made by the national and local 

leading actors, as well as cities’ unique economic structures and local assets that 

formed along their long-term development trajectories.  

 

Theoretically, the chapter draws on the world/global city framework (Friedmann, 

1986; Sassen, 1991), but extends it by introducing the concepts of path dependency 

(Mahoney, 2000; Martin and Sunley, 2006) and strategic management of cities 

(Wolfe, 2010) from the recent path dependency and urban/regional resilience 

literature. The data used in this chapter are collected mainly from various national, 

provincial and municipal censuses and statistics. In addition, to get a better 

understanding of Guangzhou and Shenzhen’s different patterns of economic 

transitions, especially in the newly emerged advanced services economy, we also 

conducted 21 interviews with, respectively, 15 actors working in advanced business 

service firms, 3 from chambers of commerce and industrial associations, and 3 

from research and planning institutions in the two cities between May and July, 

2013. All but two (one through telephone, the other through e-mail) interviews 

were undertaken in a semi-structured, face-to-face way. Each interview lasted for 

about one hour. 

 

The chapter proceeds as follows. After the introduction, we briefly review the 

world/global city theory and identify, from our perspective, two major limitations, 

namely neglecting both the specific historical trajectory of a concrete city and the 

absence of agency. Accordingly, in section three we introduce the concepts of path 

dependency and strategic management of cities to present a more comprehensive 

framework for exploring urban and regional transitions under contemporary 

conditions of globalization. Based on this framework, we compare Guangzhou and 

Shenzhen’s distinct patterns of economic transitions after 1978, with a focus on the 

strategic choices made by local leading actors and the impacts of city-specific, 

path-dependent factors in section four. In the last section, we give a brief summary 

of the findings and reflect on the wider implications. 
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5.2 Globalization, economic restructuring and the new patterns of 

urbanization 

 

In the past two decades or so, the concept of world (or global) city has been widely 

adopted in geography, urban studies and other related disciplines for the 

investigation of the relationship between globalization and urbanization 

(Friedmann and Wolff, 1982; Friedmann, 1986; Sassen, 1991; Taylor, 2004; Scott, 

2001, 2012). The key feature of this concept is its explicit effort to link many, if not 

most, aspects of contemporary socioeconomic transformations of major cities (and 

city-regions) in the world to the wider dynamics of capitalist restructuring, 

globalization, and the new international division of labour (NIDL) that started to 

unfold since the late 1970s. In short, the key assertions can be summarized as (cf. 

Friedmann 1986; Sassen, 1991; Brenner and Keil, 2006; Scott, 2012): With the 

intensification of globalization and the formation of the NIDL, the world’s major 

cities are integrated into an overarching, worldwide capitalist economic system. 

These cities have become the ‘basing points’ for the global operations of 

transnational corporations, the production sites and markets for advanced producer 

and financial services, the major locations of innovation, and the destinations of 

most international and domestic migrations. Therefore, they function as the 

‘organizing nodes’ of global capitalism and the ‘gateways’ for linking their home 

regions and countries into the world economy. In the meantime, how cities are 

integrated into this global capitalist-urban system also profoundly shapes the 

transformations of their local industrial structure, labour-market segmentation, 

socio-spatial stratification, and urban landscape including architectural features. 

The typical pattern of current global urbanization, hence, is the rise of a 

transnationally networked hierarchy of cities and city-regions across the world 

(Taylor, 2004; Scott, 2012). 

 

By placing cities within a macro-geographical context defined by the restless 

restructuring of capitalist world economy, the world city theory offers a penetrating 

window for investigating the new patterns of urban growth and development in the 

current era. This makes it a useful point of departure for the explorations of this 

chapter. Since the implementation of economic reform and opening up policy in 

1979, China’s major cities, including Guangzhou and Shenzhen, have demonstrated 

a trend of growing integration with and orientation toward the world economy (Lin, 
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2004b, p. 144). These ‘globalizing cities’ not only function as ‘the most important 

centres of the Chinese national economy’, but also serve as ‘the spearheads for 

both global capitalism to enter the Chinese territory and the Chinese economy to 

join the world’ (ibid.). They thus become an integral part and an important 

promoter of the worldwide, capitalist restructuring-led urban booming in the past 

three decades. As such, the context of global political-economic changes depicted 

in the world city theory is instrumental for exploring the post-1979 transitions of 

Chinese cities. 

 

The classical world city theory, however, also has some obvious limitations. One 

major deficiency of this paradigm is that most contributions have adopted a largely 

structuralist point of view, which tends to overemphasize the role of large-scale 

political-economic changes and, accordingly, downplay the (possible) responses 

made by local actors, especially the actions adopted by national and local states. 

For them, ‘globalized urbanization was reducing the capacity of local political 

actors and state institutions to influence socioeconomic life’ (Brenner and Keil, 

2006, p. 11). However, more recent studies argue that, rather than passively 

accepting the outcomes of globalization, local actors may actively participate in the 

process of urban transformation and world city formation, and play a critical role in 

shaping the impacts of globalization on concrete urban areas (cf. Hill and Kim, 

2000; Wu, 2000; Olds and Yeung, 2004; Wei and Yu, 2006; Dupont, 2011). It has 

been pointed out that the existence of ‘developmental states’ in East Asian 

countries clearly differs their world city formation experiences from the classical, 

Anglo-American model (Hill and Kim, 2000; Wu, 2000; Olds and Yeung, 2004). 

 

Another common critique against the world city theory is that much of this 

literature has been ‘remarkably ahistorical’ (Abu-Lughod, 1999). That is, they are 

firmly structured within the latest progresses of global capitalism (i.e., the end of 

the Fordist-Keynesian hegemony and the rise of the NIDL), and devalue the 

impacts of individual cities’ specific development trajectories and historical 

legacies (cf. Grant and Nijman, 2002; Kloosterman, 2010). Instead of 

fundamentally breaking from the past, cities ‘mostly adapt to changes by adding 

new layers to the existing outlay’ (Kloosterman and Lambregts, 2007, p. 56). In 

this complex process, cities will display their own typical, path-dependent 

characteristics. ‘It is the contingent mix of the local historical context and the more 
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general trends of change, which help to shape the concrete opportunities and 

constraints for individual cities’ (Kloosterman, 2010, p. 140). Therefore, a more 

comprehensive understanding of contemporary patterns of urban development 

demands careful considerations of the detailed evolutionary histories of individual 

cities and regions. 

 

In short, the classical world city model has overstressed some general trends being 

played out in major world cities driven by external, macro-economic forces, which 

limits its applicability in explaining the multiple pathways associated with world 

city formation processes forged by cities’ diverse geographical, institutional and 

historical contexts (cf. Olds and Yeung, 2004). To fill this gap, in the next section 

we introduce, drawing mainly from the path dependency and urban/regional 

resilience literature, the concepts of path dependency and strategic management of 

cities to present a more comprehensive framework for analyzing urban 

transformations in the Chinese context.  

 

5.3 Filtering globalization: path dependency and strategic management of 

cities 

 

Path dependency is a notion now applied in a variety of social science disciplines 

to characterize and explain the evolutions of technologies, industries, institutions 

and other socioeconomic phenomena (North, 1990; Mahoney, 2000; Pierson, 2000; 

Martin and Sunley, 2006; Boschma and Frenken, 2006; Wolfe, 2010). ‘A 

path-dependent process or system is one whose outcome evolves as a consequence 

of the process’s or system’s own history’ (Martin and Sunley, 2006, p. 399). In an 

urban or regional context, the path-dependency approach suggests that the 

development of a city or region tends to be shaped by a series of economic, social 

and cultural factors that were formed in the city or region’s past trajectory. These 

factors not only are slow to change, but also exhibit obvious self-reinforcing or 

path-dependent features (Kloosterman, 2010, p. 134). They thus strongly condition 

the range of possibilities that a city can pursue in the future. Wolfe (2010, p. 141) 

elaborates the functioning of path dependency mechanism in cities as follows: 

 

‘During the early phase of technology development, many cities have the 

potential to emerge as the location where a technology and its 
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corresponding industry take root. Once a city establishes itself in a 

particular set of production activities, its opportunities for continued 

growth are reinforced by the impact of increasing returns to the 

technological and institutional advantages it enjoys. … By the same token, 

ailing places may face greater challenges in improving their fortunes 

when their principle industries and technologies begin to decline.’ 

 

In other words, a city’s historically developed economic structure (and related 

physical, institutional features and cultural underpinnings) may either constrain or 

facilitate its capability to respond and adjust to external changes at a later stage. 

These external changes may include both sudden shocks (e.g., a nature disaster or a 

financial crisis) and slowly developing challenges (e.g., globalization and 

deindustrialization) (Pendall et al., 2010). For this reason, ‘what looks like and is 

portrayed as regional success in one era does not necessarily look the same when 

conditions change’ (Christopherson et al., 2010, p. 6). The mechanism of path 

dependency therefore provides an explanation on why each round of profound 

technological-economic changes in history has always been accompanied by a 

parallel growth and decline of different types of cities and regions. 

 

The early path dependency literature, however, also largely appeals to external 

factors in explaining the ‘delocking’ of old paths and the formation of new ones. 

According to them, ‘once it is locked in, a technology, industry, or industrial 

location pattern is assumed to persist and remain stable until it is disrupted or 

dislodged by an “external shock” or some kind’ (Martin, 2010, p. 4). More recent 

studies start to emphasize the importance of endogenous forces, particularly the 

role played by local actors, in shifting the paths of urban and regional development 

(cf. Simmie and Martin, 2010; Wolf, 2010; Oosterlynck, 2012). These scholars 

argue that regional economies always ‘consist of collections of agents and 

institutions that learn and change their behaviors’ (Simmie and Martin, 2010, p. 35). 

Through processes of ‘socially organized learning’, local actors may formulate and 

implement strategic management policies to mobilize (or cultivate) their unique 

jurisdictional assets (which may include, for instance, ‘endowment of nature 

resources’, ‘infrastructure and built environment’, ‘regionally specific institutions’, 

sets of ‘knowledge and skills’, etc.) and, based on those assets, to chart a new path 

of development for their cities and regions (Wolf, 2010). Therefore, although 
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‘[p]ath dependency plays a role in determining the outcomes,… that role… is 

framed by the strategic choices of local actors and the degree to which local 

institutional structures [and other resources] constrain or support the realization of 

their goals’ (ibid., p. 151). 

 

In our view, the concepts of path dependency and strategic management of cities 

can be used as a useful extension of the world city framework. Accordingly, the 

patterns of urban restructuring and development in the face of macro-scale 

economic, political and technological changes should be examined by looking at 

the combination of the city’s existing economic structure that determined by its 

past development trajectory, its available, unique local assets, and critically, the 

strategic choices made by its local leading actors based on these specific local 

conditions (cf. Wolf, 2010). Such a more comprehensive perspective enables us to, 

on the one hand, rightly emphasize the capitalist underpinnings of current global 

urban transformations, while, on the other hand, avoid neglecting the divergent 

local contexts that exist between cities and regions. In the next section, we will use 

this framework to analyze the transitions of Guangzhou and Shenzhen since 1979 

(Figure 5.2).  
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5.4 Transitions of Guangzhou and Shenzhen since 1979 

 

The year 1979 was a major watershed in China’s modern history (Naughton, 2007). 

From that year, the Chinese central authority started the reform and opening up 

programme to remedy the nearly collapsed national economy. But different from 

the measures in the planned period, the central government granted ‘sizable de jure 

control rights’, and endowed ‘even greater de facto control rights’ over most 

regional economic issues (such as ‘land allocation’, ‘business development’, 

‘infrastructure construction’, ‘fiscal matters’, ‘law making and enforcement’) and 

resources to lower-level governments to let them initiate and test new reform 

practices (Xu, 2011, p.p. 1086, 1095). In the meantime, through redefining the 

financial responsibility between the central and local states, and, more importantly, 

attaching the appointment and promotion of subnational government officials to 

their jurisdictions’ economic performances, the central government motivated local 

officials to follow its national policies and to devote to developing their economies 

(ibid.). As a result, the local governments ‘shifted from a passive agent of the 

central state to an active promoter and manager of urban development’ (Xu and 

Yeh, 2005, 287). They thus became leading actors in the development of 

Guangzhou and Shenzhen after 1979. 

 

5.4.1 Low-end manufacturing-based growth 

 

Shenzhen: formation of an export-oriented economy (1979- the early 1990s) 

 

In order to reduce the political resistance and risks that might come from reform, 

the Chinese central authority adopted a gradual reform strategy (Xu, 2011) by 

firstly selecting several cities on the coast, which were relatively small but had 

advantageous geographical locations and/or extensive social connections with 

overseas Chinese communities, as the experimental field of new economic policies. 

As the place most close to Hong Kong, Shenzhen was designated (with the 

suggestion from Guangdong provincial officials) by the central government as a 

Special Economic Zone (SEZ) in 1980 (Jang, 2010). According to the design of the 

central government, Shenzhen would function as ‘a “window” for observing global 

trends in economic, scientific, technological, managerial and market development’, 

‘a “training ground” for talents in the Mainland’, and an ‘experimenting ground’ 
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for special economic measures and the cooperation between China and foreign 

countries (Ng, 2003, p. 431). This strategic position allowed Shenzhen to go one 

step ahead of most Chinese cities to explore innovative ways of economic 

development and to (re)connect with the world economy. The government of 

Guangdong province, on the other hand, also provided substantial supports for the 

SEZ. It not only granted Shenzhen same political status as that of the provincial 

capital Guangzhou, but also assigned several key provincial officials (even 

including a provincial party secretary) as the early leaders of Shenzhen 

municipality. As such, Shenzhen acquired remarkable policy advantages in 

exploring new economic practices. 

 

At almost the same time, the global capitalist system had changed significantly. 

After two decades of rapid industrialization, the East Asian ‘tiger’ economies, 

namely Hong Kong, Singapore, Taiwan and South Korea, started to upgrade their 

economy and transfer many low-end production activities to nearby less-developed 

countries (Dicken, 1998). Benefiting from its location advantage and social 

connections, Shenzhen was in highly suitable position to receive these industrial 

transfers from Hong Kong. However, in the first several years after the setup of the 

SEZ, Shenzhen was not very successful in attracting foreign capital compared with 

attracting domestic investments from ministry- and province-led enterprises. Its 

high rate of economic growth (Table 5.2) was also built largely on the massive 

urban construction investments, rather than (as the central government wishes) on 

industrial production or exports (Jang, 2010, p. 111). This situation lasted until the 

mid-1980s, when a national-wide economic fluctuation and the following stringent 

financial control gave a fatal blow to Shenzhen’s domestic investment-led growth. 

To rectify Shenzhen’s ‘problems’, the central government decided to adjust the 

municipality’s leadership by directly appointing its top leaders from Beijing in 

1985 (Su, 2008, p. 56). Meanwhile, it also further opened 14 coastal cities to 

overseas investors (Ng, 2003, p. 433). Under these circumstances, Shenzhen’s new 

authority realized the best choice to sustain the city’s economic growth and to 

reduce external suspicions on the SEZ would be to develop a genuine 

export-oriented, industry-based economy through introducing foreign investments 

(information provided by a planner from Shenzhen; also see Ng, 2003, p. 433; Jang, 

2010, pp. 129-133). 
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Therefore, in the SEZ’s ‘Seventh Five-Year Plan (1986-1990)’ and ‘Second Master 

Plan (1985-2000)’, ‘building an export-oriented economy’ was set up as a basic 

goal and became crucial in the allocation of land use. Since the mid-1980s, 

Shenzhen municipality adopted a series of measures, such as improving urban 

infrastructure, carrying out administrative reforms, providing tax exemption and 

other incentive policies, and conducting overseas marketing, to attract foreign 

investments (Ng and Tang, 2004). As a newly established city, Shenzhen had two 

resources that were especially attractive to foreign industrial investors: a large 

amount of vacant land, and a cheap labour force composed mainly by domestic 

immigrants. Also benefiting from its SEZ privilege and new city status (which 

means fewer ideological and institutional restrictions and less opposition from the 

vested interests), Shenzhen local government was able to introduce some 

innovative economic practices (many were ‘imported’ from Hong Kong), such as 

China’s first foreign bank (in 1985), foreign exchange centre (1985), land leasing 

market (1987) and stock exchange (1990), that later were proven to have 

fundamentally changed the whole country. It also took a lead in the reforms of 

State Owned Enterprises (SOE), housing system, employment, salary and social 

welfare system in the country. These innovative reforms gave Shenzhen an 

institutional advantage compared to other mainland cities. 

 

The endeavors to transform Shenzhen into an export-oriented economy turned out 

to be a considerable success. Foreign investment had flooded into the SEZ in the 

second half of the 1980s (Table 5.2). Main investors were Hong Kong 

manufacturing firms who transferred their production facilities to Shenzhen in 

search of cheap labour and land. Since their investments almost exclusively 

concentrated in low-skill and labour-intensive manufacturing activities, the 

industrial structure of Shenzhen was dominated by small- and medium-sized, 

low-value-added enterprises (Table 5.4). Although this differed from the local 

government’s original desire, which preferred capital- and technology-intensive 

enterprises (Ng and Tang, 2004), it helped Shenzhen build an export-oriented 

economy within a short time. From 1979 to 1990, Shenzhen’s export increased 

from 0.01 billion to 8.2 billion USD (Table 5.2), which means from 0.5 to 37 per 

cent of the total export of Guangdong province (Table 5.1). By 1988, it already had 

the second largest export among all cities in mainland China (Zhong, 2011).  
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The explosive growth of export boosted rapid economic development. Shenzhen’s 

average GDP growth rate reached 50 per cent annually in the 1980s,
1
 making it the 

second largest city (only after Guangzhou) in terms of economic size in 

Guangdong province by 1990. Manufacturing was the sector experienced the most 

rapid growth, at the expense of agriculture (Table 5.3). Fueled by the booming 

economy, Shenzhen attracted large numbers of migrants from across the country. 

Its residents approached nearly 1.7 million by 1990 (Table 5.2).  

 

Table 5.4 The composition of Guangzhou and Shenzhen’s Gross Industrial Output 

(1979-2012) 

Unit: % 

 1979 1980 1985 1990 1995 2000 2005 2010 2012 

Guangzhou Light industry 61 65 65 64 60 57 42 35 34 

 Heavy industry 39 35 35 36 40 43 58 65 66 

           

Shenzhen Light industry 88 87 79 75 54 45 27 25 26 

 Heavy industry 12 13 21 25 46 55 73 75 74 

Note: Data in 2012 represent industrial enterprises with revenue of at least 20 million RMB 

Yuan. 

Sources: GSB, 2013; SBG, 2012; SBS, 2012. 

 

 

Guangzhou: weakening of the leadership (1979- the mid 1990s) 

 

While Shenzhen and other smaller cities in the PRD were rising at an 

unprecedented speed after 1978, Guangzhou was struggling with many at least 

seemingly intractable problems, most of which were inherited from the centrally 

planned period. Following the central government’s (heavy) industry-centred 

development ideology, Guangzhou had established a large industrial sector during 

the planned period. However, the equipment of most factories was dated back to 

the 1950s, which was outdated and very costly to upgrade or replace. The city’s 

historical development had been largely confined to the old urban area, which was 

now densely populated and overcrowded, leaving very limited space for 

developing new industrial activities. There was also a lack of a reliable urban 

infrastructure as a result of the over-emphasis on ‘production’ and the neglect on 

infrastructure investment in the planned era. These tangible challenges were 
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exacerbated by such institutional burdens as a bloated and inefficient bureaucratic 

system, a dominating SOE sector that lacked the motivation for innovation, and a 

large number of retired workers and cadres who needed support in housing and 

welfare from the local government (Vogel, 1989, pp. 196-198). In short, the 

economic, infrastructural and institutional conditions of Guangzhou were still 

characterized by substantial legacies from the old planned system, which could not 

meet the demand of the growing processing-type manufacturing activities. In 

addition, compared to their counterparts in Shenzhen, the governors of Guangzhou, 

who were basically selected locally or from Guangdong province, were relatively 

less open-minded or competent (information provided by several interviewees from 

Guangzhou; also see Su, 2008, pp. 116-117). Due to these reasons, the economic 

and planning measures adopted by the municipal government did not work out 

effectively (Su, 2008, p. 123). Guangzhou moved relatively slower in the 

market-oriented economic transition compared to other cities in the PRD, and 

lagged behind them in the competition for low-cost-searching investments from 

Hong Kong in the 1980s. 

 

Even though, Guangzhou’s economy still grew and developed after 1978. For 

instance, the city’s GDP had increased over five times from 1979 to 1990 (Table 

5.2), much faster than the growth in the planned period. The structure of its 

economy also shifted from a dominance of industry to a more balanced 

composition of industrial and service sectors (Table 5.3). However, such a speed of 

change was not only far slower than that of Shenzhen (Table 5.2), but also 

overshadowed by most other cities in the PRD. In the 1980s, Guangzhou’s share of 

GDP, foreign investment and, particularly, industrial production and export in the 

PRD had all declined sharply (Table 5.1). Its industrial foundation was challenged 

by numerous emerging factories in Shenzhen, Foshan and Dongguan, while its 

conventional status as the regional services hub was also weakened by the modern 

service sectors in Hong Kong and, increasingly, Shenzhen (Xu and Yeh, 2005). For 

the first time in history, the central role of Guangzhou in the region was severely 

challenged. 

 

5.4.2 Restructuring and upgrading 

 

Shenzhen: from the export-oriented SEZ to the national high-tech centre (the 
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mid 1990s- the 2000s) 

 

By the early 1990s, the prospect of Shenzhen met some serious challenges. 

Externally, the central government decided to promote China’s reform and opening 

up into a new level and, as a symbol, set up Pudong New Area in Shanghai in 1990. 

Without enjoying obvious policy advantages, Shenzhen had to face increasing 

competitions from other opened cities, especially those in the PRD and the Yangtze 

River Delta (YRD). Internally, the city was confronted with rising production costs 

and an increasing shortage of land, which put pressure on its labour-intensive 

industries. These changes made Shenzhen’s local governors realized it was 

necessary to upgrade the city’s industrial structure and search for a new path of 

sustainable development (information provided by a planner from Shenzhen). 

 

In the meantime, at the global scale there emerged a new wave of shift of relatively 

more capital- and technology-intensive activities, represented by electronic and 

information industries, from developed economies (mainly Japan, Hong Kong, 

Taiwan and South Korea) to emerging industrializing countries. Observing this 

trend, the local authority of Shenzhen believed it would be a good opportunity for 

Shenzhen to upgrade from a manufacturing-based SEZ into a new ‘international 

city’ through developing high-tech sectors. Therefore, they started to promote the 

transitions of local low-end manufacturing enterprises and introduce high-tech 

investments. However, these early efforts, which focused on microscopic 

management, did not achieve the desired results (Jang, 2010, p. 201). 

 

Learning from this experience, the Shenzhen local government gradually turned its 

emphasis to formulating broader policy directions and providing relevant 

supporting institutions and infrastructure. In the ‘Ninth Five Year Plan (1995-2000)’ 

and the ‘Third Urban Master Plan (1996-2010)’, high-tech industry was 

highlighted as the most important leading sector of Shenzhen’s economic growth. 

Following the strategies outlined in these plans, the municipal government started 

to build, with the participation of international designers and foreign capital, 

several mega projects (e.g., a national-level high-tech industrial development zone, 

a new city centre in Futian district, the Bao’an International Airport, and new port 

facilities) to facilitate urban restructuring and to provide high-standard 

infrastructure for high-tech activities. Since 1998, the Shenzhen government 
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further issued several influential documents which introduced preferential tax and 

industrial policies to attract investment in high-tech (electronic and information) 

sectors. Meanwhile, it also adopted a series of measures, such as further 

simplifying government regulations, legislating to protect intellectual property 

rights,
2

 setting up venture capital funds and high-tech investment service 

companies, organizing the ‘China Hi-Tech Fair’, to improve the ‘soft’ environment 

of the city (Ng and Tang, 2004; Jang, 2010, pp. 201-205). In particular, to remedy 

the shortage of local knowledge and high-quality labour, the municipality issued 

special policies to encourage inland talents to move to Shenzhen and establish their 

businesses there. 

 

Most of these efforts, in retrospect, were quite far-sighted and innovative at that 

time. Shenzhen became a pioneering city which chose a high-tech-based 

development strategy in mainland China. Favorable local policies and friendly 

entrepreneurial environment attracted numerous professionals and technicians who 

left government institutions and universities in the inland to start a business in this 

‘city of entrepreneurship’. The city’s geographical proximity to Hong Kong once 

again became a great advantage. Many early-established enterprises in high-tech 

sectors started businesses by introducing (or, in many cases, imitating) products 

and technologies from their counterparts in Hong Kong (information provided by a 

director from a high-tech company in Shenzhen). As such, Shenzhen experienced 

remarkable transformations in urban economy. High-tech industry maintained a 

high rate of growth since the early 1990s. Between 1991 and 2004, the value of 

high-tech production and its share in the gross industrial output in Shenzhen grew 

from 2.3 billion RMB and 8 per cent to 327 billion RMB and over 50 per cent 

respectively. The export of high-tech products also increased (from 0.2 billion USD 

in 1992) to 35 billion USD in 2004, contributing to 45 per cent of the city’s total 

export and one fifth of the high-tech export in China (SMG, 1997; Li, 2005; SBS, 

2005). In 2009, the number of patents filed with the Patent Cooperation Treaty 

(PCT) applied in Shenzhen reached 3,800, accounting for 47 per cent of the 

national total (Jang, 2010, p. 7). It is worth noting that, due to the lack of 

state-funded research institutions and universities, market-oriented enterprises were 

the leading actors in developing high-tech industries in Shenzhen. Over 90 per cent 

of R&D institutions and researchers concentrated in enterprises, and 82 per cent of 

research funding was also from them (SMG, 1997). This distinctive characteristic 
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enabled Shenzhen to have a very high efficiency in transforming scientific research 

into products. In addition, the fast growth of high-tech industries also generated an 

increasing demand for advanced business services, such as finance, real estate, 

logistics and information services. In 2000, high-tech industry, finance and modern 

logistics were identified by the Shenzhen government as three pillar sectors of 

urban economy.  

 

Economic restructuring brought Shenzhen a high rate of growth. Soon after the 

year 2000, it already could rival Guangzhou with respect to the size of economy 

(Table 5.2). Meanwhile, industrial upgrading further boosted the cost of labour and 

land, which forced many low-end manufacturing activities to be transferred to 

other cities and towns in the PRD and, in turn, consolidated Shenzhen’s functions 

in management, finance, logistics and other services in the region. In less than three 

decades, Shenzhen turned into a new leading centre in Guangdong province. 

 

Guangzhou: revival of the old capital (the late 1990s- the 2000s) 

 

During the 1990s, Guangzhou’s city development was further improved. For 

instance, the municipality constructed its first metro line and two ring roads, and 

started to build a new city centre in Tianhe district. However, many old problems 

still persisted. By the late 1990s, the disarray of Guangzhou contrasted sharply with 

the achievements made in those fast-growing cities like Shenzhen and Shanghai, 

and caused much discontent among its residents (Xu and Yeh, 2005). The prospect 

of China’s accession to the World Trade Organization (WTO) also posed new 

external pressures to the city. Meanwhile, the newly nominated (in 1998) party 

secretary of Guangdong province paid high attention to Guangzhou’s urban 

construction and economic development issues. He proposed to strengthen the 

capital’s regional central city function, and put forward a ‘three-stage-change’ goal 

for Guangzhou municipality (Lin, 2013, pp. 24-27). Against this background, the 

municipal government of Guangzhou initiated a large-scale city rebuilding project, 

aiming at rectifying the city’s urban problems and regaining its central status in the 

region.  

 

Firstly, in 2000, with the support from the central and provincial governments, 

Guangzhou municipal government re-adjusted the city’s administrative boundary 
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by transforming two county-level cities (Huadu and Panyu) into two new 

sub-districts of the municipality. This adjustment greatly expanded the land (from 

1,444 to 3,719 square kilometers) under the direct administration of Guangzhou 

municipal government, which enabled it to conduct massive urban construction 

projects. Following that, the municipality invited several top planning and 

designing institutions in China to make a ‘Strategic Planning of Comprehensive 

Development’ for the city. It was the first strategic planning in China, aiming at 

breaking through the limitations of the traditional urban master planning system 

and outlining the direction for Guangzhou’s future development (Xu and Yeh, 

2005). In this plan, the goal for Guangzhou was defined as becoming a ‘modern, 

internationalized, regional central city’. This seemingly somewhat contradictory 

statement actually reflected the local authority’s ambition to revival Guangzhou’s 

former glorious as both an important international port city and a major centre in 

Southern China. The plan also set up a polycentric spatial strategy- ‘expansion in 

the south, optimization in the north, advancement in the east, and linkage in the 

west’- as the outline for the city’s future development (ibid.). Under its guidance, 

over 30 mega-projects, covering almost all parts of the municipal territory, were 

initiated in the following years. A new city transport network including several new 

metro lines and a Bus Rapid Transit (BRT) system was also planned. As a way of 

city marketing and promoting, several world-famous design firms and architects 

were invited by the municipal government to participate in these projects.  

 

In the economic domain, realizing the opportunities offered by the transfer of 

automobile and electronic industries from Japan, the USA and Western Europe to 

newly emerging economies, as well as the rising consumption market for these 

products in China, the Guangzhou government adopted a heavy industry-based 

(re)industrialization strategy to restructure the city’s economy. In 1998, three 

sectors- ‘transportation equipment manufacturing’, ‘electronics’ and ‘petrochemical 

industry’- were identified by the government as the pillar industries of the urban 

economy (Su, 2008). The main approaches used by them were setting up giant 

industrial complexes through merging and reorganizing former local SOEs,
3
 

introducing foreign capital and technologies via joint ventures,
4
 and establishing 

new companies with the participation of central state-owned enterprises.
5
 In 

addition, the local government also tried to promote the development of service 

sectors to restore the city’s traditional advantages in commerce and trade. Many 
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constructed or planned projects (such as the new CBD, the exhibition centre, the 

new airport and port) were supposed to meet the future demand of service activities. 

A great effort was also devoted by the local government into attracting 

international leading companies in the service domain.
6
 

 

Guangzhou’s former industrial foundations accumulated during the planned period, 

together with the introduction of foreign and domestic leading companies, provided 

necessary inputs in technology, capital and management experiences. Its 

historically-established merchant traditions and resources, such as ‘the China 

Import and Export Fair (Canton Fair)’, also generated new advantages (information 

provided by an interviewee from Guangdong Modern Service Industrial 

Association). With the stimulations from the local government, Guangzhou started 

its most significant post-1979 transition, characterized by the parallel 

heavy-industrialization and tertiarization, since the late 1990s. The leading sector 

of the city’s industrial growth gradually shifted to the manufacturing of capital- and 

technology-intensive products. The weight of heavy industry in the local gross 

industrial output increased from 36 per cent in 1990 to over 60 per cent in 2010 

(Table 5.4), with 48 per cent contributed by three pillar sectors (SBG, 2011). 

Service sectors, whose share in local GDP increased from 48 per cent in 1995 to 

over 60 per cent in 2010, experienced even faster growth, implying that Guangzhou 

had revived as a ‘mercantile city’. After 2000, Guangzhou basically stopped its 

sharp decline in the region (Table 5.1). In 2010, it became the third city (after 

Shanghai and Beijing) with a GDP of over one trillion RMB in mainland China 

(Table 5.2). The urban built environment, after years of multibillion dollar 

investment in infrastructure, had also been significantly improved. 

 

5.4.3 Recent trends: the emerging advanced services-led transition 

 

The 2008 global economic crisis dealt a serious blow to the PRD’s export-oriented 

economic growth model, which had already suffered from the rising cost of labour 

and land, the appreciation of RMB, and the intense competitions from other 

fast-growing regions in China (encouraged by the central state’s ‘equitable growth’ 

and ‘endogenous development’ policy) and many newly emerged low-cost 

countries. Even relied relatively less on low-value-added sectors, Guangzhou and 

Shenzhen also experienced a decline in export in 2009 (Table 5.2). In response, the 
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local authorities of both cities chose to speed up the pace of economic transition 

through promoting advanced economic activities, particularly high-order business 

services. The municipal government of Guangzhou formulated a strategy of 

‘withdrawing the secondary (sectors) and promoting the tertiary (sectors)’ to help 

push out low-end manufacturing activities and make space for modern service 

economies. Shenzhen, in order to consolidate its leading role in institutional 

innovation, chose to strengthen its cooperation with Hong Kong in service sectors 

through setting up the ‘Qianhai Shenzhen-Hong Kong Modern Service Industry 

Cooperation Zone’- a ‘Special Zone within the SEZ’ that aimed to become a 

leading centre of service innovation in the mainland. To secure the demand for 

high-skilled labour of advanced economic activities, the governments of both cities, 

in addition to their traditional industrial and investment policies, devoted special 

efforts to upgrade their labour structure. For instance, both of them recently 

formulated a ‘Medium- and Long-Term Talent Development Plan (2010-2020)’, 

which not only introduced special financial and policy supports (in business 

establishment, residency permit, housing, social welfare, etc.) for attracting 

top-notch talents from across the world, but also sought to improve the education 

and training system by increasing public investment and strengthening cooperation 

with local and external research institutions. 

 

Although the prospects of these policies are still uncertain, what can be expected is 

that Guangzhou and Shenzhen will have a great potential to benefit from the new 

wave of advanced services-led economic transition. Unlike low-end manufacturing 

industries, whose major concern is to minimize production costs, high-order 

business services, relying on strong economies of agglomeration, tend to 

concentrate in a limited number of large metropolises that can provide a pool of 

well-educated labour, a concentration of large companies (as clients), as well as 

excellent urban infrastructure and global connections (Daniels 1985; Coffey, 2000). 

This will give Guangzhou and Shenzhen significant advantages in developing these 

activities in the region. As already shown in Table 5.5, while both cities’ 

contributions to GDP and industrial output in Guangdong province had declined 

between 2004 and 2012, they had gained increasing shares and/or dominance in 

most advanced service sectors, such as ICT, business services, financial sectors, 

scientific and technical services, and cultural industries. More importantly, we can 

also observe that a new division of labour, with Guangzhou taking a lead in the 
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provision of many traditional services (e.g., transport and storage, wholesale and 

retail, leasing and business services, hotels and catering, and culture and 

entertainment services) and Shenzhen dominating in innovation-related service 

sectors (e.g., finance, real estate, high-tech sectors), is emerging between two cities. 

Such evidences indicate that Guangzhou and Shenzhen are heading to two centres 

for advanced business services in the region. 

 

Table 5.5 The share of Guangzhou and Shenzhen’s GDP in Guangdong by sectors 

Unit: % 

 
Guangzhou Shenzhen 

2004 2012 2004 2012 

GDP 24 23 23 22 

Primary Sector 9 8 1 0 

Secondary Sector 19 17 24 20 

Industry 19 17 24 20 

Construction 24 24 19 19 

Tertiary Sector 31 32 25 26 

Transport, Storage and Post 56 40 22 21 

Wholesale and Retail Trade 23 28 23 22 

Hotels and Catering Services 26 29 19 20 

Leasing and Business Services 38 51 19 17 

Financial Intermediation 29 29 45 54 

Real Estate 24 27 37 27 

Information Transmission, Computer Services 

and- Software 
31 32 24 34 

Scientific Research, Technical Services 

and-Geological Prospecting 
45 43 34 34 

Culture, Sports and Entertainment 42 65 22 28 

Education 29 32 12 12 

Health Care, Social Security and Social Welfare 29 37 16 14 

Services to Households and Other Services 26 17 20 15 

Public Management and Social Organizations 23 21 15 14 

Management of Water Conservancy, 

Environment and- Public Facilities 
28 29 29 24 

Sources: GFNECO, 2006; GSB, 2013; SBG, 2005; SBS, 2006. 

 

 

Our interview information reveals that the comparative advantages of Guangzhou 

and Shenzhen in the advanced services economy are also highly related to two 
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cities’ respective economic structures and local assets that formed along distinct 

development trajectories. As a traditional commercial hub and a major economic 

centre in Southern China, Guangzhou has established a diverse and complex urban 

economy with a cluster of variegated economic sectors (Table 5.5), a concentration 

of specialized trading markets, and extensively-distributed (domestic and overseas) 

commercial and trade networks in the long history of development. ‘Its 

comprehensive economic strength, solid developmental foundation, balanced 

industrial structure, and central status in the region bring it significant advantages 

in providing transitional services, such as commerce and trade related services, 

exhibitions, logistics, etc.’ (information provided by an interviewee from 

Guangdong Modern Service Industrial Association). Meanwhile, as the provincial 

capital, Guangzhou is also the site of all provincial-level state institutions, 

including the provincial governments, the Higher Court and the Justice, etc. These 

institutions are indispensable in the provision of many business services (e.g. legal 

services) and, therefore, make Guangzhou an attractive location for service firms in 

relevant sectors. A diverse urban economy, the regional centre status, and key 

institutions are the main reasons why many business service firms choose 

Guangzhou as the hub to provide services for the regional market (information 

provided by several interviewees from business service firms in Guangzhou). In 

addition, the deeply rooted, distinctive ‘Cantonese Culture’ and the ‘lively, diverse 

urban atmosphere’ also strengthened the city’s (cultural) appeal to high-quality 

service talents, especially to those from foreign countries (information provided by 

most interviewees living in Guangzhou). 

 

On the other hand, Shenzhen, based on its leading role in institutional and 

technological innovation after 1978, has developed into a major high-tech-based 

innovation centre which has a number of world-class high-tech companies (e.g. 

Huawei, ZTE and Tencent) in mainland China. High-tech industries not only 

contribute to a large part of Shenzhen’s local economy and export, but also provide 

a strong demand for high-order, innovation-intensive producer services. For 

example, as an interviewee from a financial firm in Shenzhen explained, ‘since 

high-tech enterprises normally need a large investment of capital, but at the same 

time run higher risks, their concentration will create a large demand for innovative 

financial services, such as security, equity, venture investment’. Therefore, it can be 

observed that the leading service sectors in Shenzhen, such as finance, ICT, 
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scientific services and real estate (Table 5.5), are all closely related to the city’s 

high-tech and innovative industries. In addition, the unique development trajectory 

as a SEZ and a newly built city, and the weakness of the SOE sector
7
 also help 

Shenzhen establish ‘a relatively higher level of marketization and competition’, ‘a 

more transparent and flexible regulatory environment’ and ‘a more efficient local 

government’ compared to other cities, including Guangzhou (information provided 

by three interviewees from the Guangdong Modern Service Industrial Association, 

Shenzhen University, and a high-tech company in Shenzhen respectively). This 

market-oriented regulatory environment is especially beneficial to the development 

of private enterprises
8
 and, thus, further contributes to the clustering of high-tech 

and innovation-related industrial and service firms (whose growth, as an 

interviewee from a high-tech firm in Shenzhen told us, ‘relies on a competitive 

market environment’) in Shenzhen. Lastly, as the fruit of the city’s former 

innovation exploration, the Shenzhen Stock Exchange- one of the two stock 

exchanges in mainland China and the only one that contains Main Board, Small 

and Medium Enterprises Board and ChiNext (a NASDAQ-style board)- ‘has 

already formed an agglomeration effect’ which is still ‘playing a key role in 

supporting the development of financial firms … and high-tech industries in 

Shenzhen’ (information provided by an interviewee from a financial firm in 

Shenzhen). An urban economy focusing on innovation, a well-established market 

system and regulatory environment, and the crucial financial institutions have 

contributed to Shenzhen a sustainable advantage (which differ from that of 

Guangzhou) in the new transition led by advanced service activities. 

  

5.6 Conclusions 

 

In this chapter, we conducted a comparative analysis of the transitions of 

Guangzhou and Shenzhen- two leading cities in one of the fastest growing regions 

in China- under conditions of contemporary globalization. Our main purpose is to 

expand the world city framework to a broader geographical context (such as China) 

by highlighting the impacts of specific urban evolutionary trajectories as well as 

the strategic roles played by local leading actors. Our main findings can be 

summarized as follows. 

 

Firstly, the development and transitions of Guangzhou and Shenzhen in the past 
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three decades are part and parcel of what Scott (2012, p. 12) calls the ‘third wave 

of urbanization’ that is promoted by the reorganization of the capitalist world 

economy since the 1970s. The transfer of different types of economic activities 

(beginning with low-end manufacturing, later shifting to relatively capital- and 

technology-intensive industries, then to more knowledge-intensive advanced 

services) from developed countries/regions to the PRD at various stages has 

provided an important impetus for the continuous restructuring of the urban 

economies and spaces in two cities after 1978. This reintegration with the modern 

global economic system makes Guangzhou and Shenzhen’s new development 

patterns rather different from their former experiences in terms of the scale, speed 

and complexity of urbanization (Zhang, 2015). In this sense, the ‘restless capitalist 

restructuring’, as emphasized in the world city theory, is also fundamental in 

understanding contemporary urban transformations in China.  

 

However, this does not suggest a simple cause-and-effect relationship between 

macroeconomic changes and concrete changes in cities. Instead, both national and 

local states have played an active role in this process, which constantly shapes the 

paths and patterns of urban development in the Chinese context. At the national 

level, the major Chinese cities are not only the ‘organizing nodes’ of global 

capitalism and the ‘gateways’ for linking the country into the world economy, but 

also the grounds for the central government to test innovative policies and practices, 

and to carry out its national development plans. The setup of the Shenzhen SEZ is a 

key part of the central government’s early explorations in introducing foreign 

capital and technology to promote the modernization of the national economy. The 

recent positioning of Guangzhou as one of the five ‘national central cities’, 

however, reflects the national authority’s higher expectations on core cities to lead 

the new transitions and strengthen the global competitiveness of the country’s 

economy. Similar measures have been undertaken in a variety of cities throughout 

the whole process of Chinese reform and opening up. The spatial development 

strategies formulated by the central government constitute one of the most 

important preconditions for urban and regional development in China.  

 

On the other hand, to increase local revenue and get better promotion opportunities, 

local governments also actively respond to these external political-economic 

changes at the global and national scales, and make great efforts to direct the 
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development paths of their individual cities. The major transitions of Guangzhou 

and Shenzhen after 1978 were all initiated and further promoted by the two cities’ 

local municipalities through various measures, including, firstly, providing 

preferential tax, low-cost land, and necessary infrastructure and institutions to 

attract low-end manufacturing investments; then, conducting urban strategic plans 

and large-scale construction projects to promote the growth of more technology- 

and capital-intensive industries; and more recently, introducing special supports for 

high-skilled labour to meet the demand of knowledge-intensive advanced services. 

These strategic choices, in most cases, are made by the local government through a 

combined effort of learning from its own former experiences, imitating other 

successful cities and regions, and inviting external, even international, experts and 

specialists to participate. The local state’s interventions provide a power 

counterweight to the general trends that are played out at higher scales. 

 

Finally and importantly, to what extent the strategic measures adopted by the local 

government can effectively stimulate economic growth and urban transition is 

largely constrained (or promoted) by the city’s existing economic structure and 

unique local assets that are formed during its past development history (cf. Wofle, 

2010). The contrasting circumstances experienced by Guangzhou and Shenzhen 

during the low-end manufacturing-based industrialization period were very much 

results of their distinct economic, physical and institutional conditions that 

inherited from the centrally planned period. Similarly, the newly emerged division 

of labour between two cities in the advanced services economy is also derived from 

their different comparative advantages that formed along diverse evolutionary 

paths. These two cases demonstrate that urban and regional development is a 

highly path-dependent process. Instead of leading to a convergence of the patterns 

of urbanization, the intensification of globalization and the rise of new economies 

may highlight the value of local assets and qualities of places, thereby resulting in 

the differentiation of production and diverging patterns of urban and regional 

development in the current era. 
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Notes 

                                                             
1 Calculated based on data in Table 5.3. 

 
2 Shenzhen was granted by the Chinese National People’s Congress with the authority of 

legislation in 1992. 

 
3  For example, 66 automobile-related companies owned (or hold) by Guangzhou 

government were merged to establish the ‘Guangzhou Automobile Industry Group Co., 

Ltd.’. The nearly bankrupted ‘Guangzhou Ethylene Company’ was taken over by another 

SOE ‘Guangzhou Petrochemical Company’. 

 
4 Three Japanese automobile companies- Honda, Toyota and Nissan- were introduced to 

form joint ventures with local automakers. 

 
5  A new ‘Guangzhou Longxue Shipbuilding Co., Ltd.’ with an annual shipbuilding 

capacity of up to 3.5 million dwt was established with the participation of three leading 

central state owned enterprises. 

 
6 For example, after 23 rounds of negotiation, Guangzhou successfully attracted FedEx to 

build its Asia-Pacific hub (with a 2.4 billion RMB investment) at Baiyun Airport. 

 
7  According to the 2008 national economic census, Shenzhen had only 938 SOEs, 

accounting for 13 per cent of the gross asset and 6 per cent of the gross annual revenue of 

all enterprises in the city. In comparison, the numbers of Guangzhou are 3,039, 26 per cent 

and 19 per cent respectively (GSNECO, 2010). Most leading companies in Shenzhen are 

also private enterprises. 

 
8 One interviewee called Shenzhen as ‘the paradise for private enterprises’. 


