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2 Socio-economic Context of Shenzhen and Taihe 

2.1. Shenzhen City in the Pearl River Delta as representative of the regions in rapid 
economic development 
Located in the southern coastal area of Guangdong Province, China, and neighbouring 
Hong Kong and Macao, the Pearl River Delta is endowed with advantaged natural 
environment conditions (figures 2.1). Formed by alluvium delivered from rivers, the 
dominant terrain in the Delta is plain and lowland. As it belongs to the subtropical zone, 
the climate is favourable for agricultural production. Farmers enjoy three grain harvests a 
year and seven to eight harvests of silkworms. Vegetables grow all year round; usually, 
there are ten to fifteen vegetable harvests. The criss-crossing flow of the waters not only 
helps agricultural irrigation, but also promotes the rapid development of water 
transportation. The Pearl River Delta has also a long coastline with rich resources which 
enables it to have convenient connections with the outside world. Therefore, this region 
was called 'a land of fish and rice' and became a densely populated area about three 
hundred years ago. 

There are several definitions of the Pearl River Delta. From a strictly geographical 
perspective, the Pearl River Delta can be defined as a region consisting of six 
municipalities and their jurisdictions. The municipalities are Guangzhou, Shenzhen, 
Zhuhai, Foshan, Dongguan, and Zhongshan. It has an area of 18,683 square kilometres, 
with a total population of 13.9 million permanent residents in 1995. The Delta was one of 
the places where modern industry was first founded in China. However, during a period 
of more than 80 years, i.e., from 1866 when modern industry was founded to 1949, at the 
eve of the new China, the region's economy developed very slowly (The Administration 
Office of the Guangdong Provincial People's Government, 1988). Many people moved 
out from the Delta to make a living abroad, an exodus that did not cease until the 
founding of the People's Republic of China. There are about 20 million Chinese living in 
other parts of the world who have their family origins in Guangdong Province, which 
represents approximately 70 per cent of the total number of overseas Chinese. Available 
statistics reveal that most of the overseas Chinese are concentrated in South East Asia, 
around 65 per cent of whom trace their family roots to the Pearl River Delta. In addition, 
90 per cent of the 5 million Hong Kong and Macao residents are from Guangdong 
Province, particularly from the Pear River Delta (Ho and Zhang, 1997). 

Since the foundation of the People's Republic of China, the economy has managed to 
develop. However, due to the 'leftist' influence and closed-door policy, the whole country 
has travelled a tortuous path. Moreover, because the Delta is situated at the 'frontier of 
national defence', very few of the important industries were allocated to this region. 
Although industrialisation was the dominant preference in this region just like it was the 
national priority, the external input from the state was very limited. Moreover, 
international input was even negligible due to its isolated situation from 1949 to the 
1970s. During a rather long time, the economic growth rate in Pearl River Delta was 
below the national average. Given the very poor economic situation, people of this region 
could hardly accumulate funds to invest in industrialisation. Therefore, the internal input 
was also very small. Actually, due to the influence of the 'leftist ideology', the state was 
considered to be the sole initiator of industrialisation. Other sources of investment were 
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accused of being capitalist, and consequently were forbidden (Yang, 1996). As a result, 
agriculture constituted the chief sector of economy in the Delta till the 1980s. In the rural 
part of the Delta, the peasants' major preoccupation was the task of seeking self-
sufficiency in food supply. Grain production was taken as the 'key link' of the economy, 
and there was little room for other economic pursuits. With the limitations of farmland 
for carrying a dense and rapidly growing population, underemployment was a long
standing problem. In Nanhai county, which is located in the centre of the Delta, for 
example, it was estimated that on the eve of the 1978 reforms about 40 per cent of the 
agricultural labour force was unable to find a job (Lin, 1997). The Delta's 8.3 per cent 
average annual increase in agricultural output value between 1952 and 1978 was 
significantly lower than the national average level (Li, 1997). In the 1970s, the per capita 
income, per capita consumption and percentage of urban population in Guangdong 
Province are all lower than those of China as a whole (Yin and Lin, 1996), 

y?Çf 

Figure 2.1 Map of the Pearl River Delta 

From the introduction of economic reforms and the opening-up policy in 1978, the people 
of Guangdong were the first group of Chinese who faced the outside world, because 
Guangdong borders on Hong Kong and Macao. Moreover, large amounts of overseas 
Chinese originating from Guangdong came to visit their relatives once the 'closed door' 
was opened after so many years. The Cantonese were astonished of the rapid change and 
great affluence of other societies in the outside world. In the meantime, a 'thought-free' 
movement was launched in the central government, aimed at eliminating the influence of 
'leftist' ideology and encouraging people to carry out innovations in the economic and 
cultural arenas, according to the principle of 'practice is the sole criterion for testing 
truth'. The 'thought-free' movement, together with the international influence, played a 
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very effective role as an external input for the Delta to launch a new period of 
industrialisation, urbanisation and economic development. 

Internally, the Pearl River Delta is a region in China that is more open for new things and 
more favourable for the principle of 'practice is the sole criterion for testing truth'. 
Located at the edge of the continent, bordering the coast of the South China Sea, and 
traditionally being well developed as a commercial trading region, Guangdong, the Delta 
in particular, is culturally endowed with commercialism, pragmatism, openness and 
acceptance (Ho & Zhang, 1997). People from this region were the first to propose the 
principle of priority of productivity. In fact, since the middle of the 1970s peasants of 
some areas of the Delta began to secretly expand household commercial economy. Local 
cadres took an attitude of tacit laissez-faire in dealing with the activities of capitalism 
engaged by their subordinates. Once people were allowed to make their own production 
decisions and maximise their profits, they quickly took the initiative in responding to the 
demands of the market and significantly enhanced their productivity. The rather rapid 
economic achievement of this region increased the capacity of investment and stimulated 
enthusiasm for internal input, and furthermore gave a very strong positive feedback to the 
central government as well as to the outside investors. 

At the opportune moment, Guangdong officially submitted a report to the central 
government in the early 1980s in which Guangdong applied to be the 'testing ground' for 
reforms, and asked for more freedom in economic development. The report was quickly 
approved by the central government and resulted in a resolution that Guangdong and 
Fujian Provinces were set up as the experimental bases of economic reforms, 
implementing special policies and adopting flexible measures. Accordingly, four special 
economic zones (SEZ) were established by the central government in Guangdong and 
Fujian (Yang, 1996). Three of the newly set up SEZs were under jurisdiction of 
Guangdong, among which Shenzhen and Zhuhai were located in the Pearl River Delta. 
Later, all the cities of the Delta were gradually designated as open economic areas. As the 
'show-window' and 'experimental field' of China's economic reforms, Shenzhen was set 
up as the first 'Special Economic Zone' in China. 

Shenzhen borders on the Da Ya Bay in the east, links with the Pearl River Delta in the 
west, and is bounded by the New Territories of Hong Kong in the south. It stretches out 
between the latitudes 22°27' and 22°52' N and the longitudes 113°46' and 114°37' E. 
The area where the municipality of Shenzhen is located now was formerly known as 
Bao'an County. In March 1979, with the approval of the State Council, Bao'an County 
was renamed as the municipality of Shenzhen. In May 1980, with the approval of the 
Central Committee of the Communist Party and the State Council, a Special Economic 
Zone was established within the confines of the municipality of Shenzhen. In October 
1981, the municipality of Shenzhen was elevated to the administrative level of a 
secondary province. At present, Shenzhen Municipality has jurisdiction over two areas: 
the Special Economic Zone which has jurisdiction over three county-level management 
districts (Luohu, Futian, and Nanshan), and the rest of former Bao'an County which 
consists of two districts (Bao'an and Longgang). The total area of the Special Economic 
Zone has jurisdiction over 327.5 square kilometres, with a population of 1.45 million in 
1995. Outside the SEZ, the Bao'an and Longgang districts have an area of 1,093 
kilometres, and a population of 1.96 million in the same year. Between these two areas, 
there lies an 80 kilometres long line, which is called the 'Special Economic Zone 
management line'. Where the border to Hong Kong is called the 'first border', many 
people consider the SEZ management line as the 'second border' which is used to 
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preserve the privilege of 'special policies and flexible measurements' given by the central 
government. People of mainland China coming into the SEZ should have the 'Frontier 
Card' which can be applied for in their local government. The privileges of SEZ include 
granting a 15 per cent income tax rate for foreign investment projects, tax-free treatment 
of capital goods imported, and other privileges in land use, labour wages, international 
travel, etc. Before 1979, the former Bao'an was a backward agricultural region, and the 
area on which the Special Economic Zone has been built originally was a small 
fishermen's village. After the Special Economic Zone was established (in accordance 
with the policy of opening up to the outside world, and carrying out conscientiously the 
special policy adopted solely by the SEZ), Shenzhen has taken full advantage of its 
favourable location adjacent to Hong Kong, by turning this geographical advantage to 
good use. 

Precisely at the end of the 1970s, Hong Kong was upgrading its industries, and 
transforming from a manufacturing and commercial centre into an international trading 
and financial centre. Boosting economic development enabled Hong Kong people to 
accumulate increasing funds and to invest in new enterprises elsewhere. Moreover, given 
rapidly increasing labour wages, a large number of labour-intensive and low-skill Hong 
Kong factories were seeking places for relocation. Since Shenzhen and other regions in 
the Pearl River Delta were just adjacent to Hong Kong, Hong Kong residents traditionally 
have various relationships with the Pearl River Delta; in fact, 90 per cent of Hong Kong 
residents originate from it. What's more important, the advantageous economic policies 
implemented in the Delta, especially in Shenzhen SEZ, attracted great amounts of 
investment from Hong Kong as well as from other sources. 

The establishment of Shenzhen Municipality aimed at making Shenzhen a comprehensive 
Special Economic Zone, based on an economy of the 'export-oriented type' with industry 
as the chief sector. Accordingly, great efforts were made to introduce foreign capital and 
advanced technology from abroad. Therefore, special measures were adopted, such as an 
integration of 'introduction from abroad', 'joint management by various home 
enterprises', and 'independent operation'. Also an integration of the 'development of 
industries characterised by intensive knowledge and technology' and 'the development of 
industries characterised by intensive labour' was aimed at, as well as an integration of 
trade, industry, and agriculture. 

Next to the arena of the economy, Shenzhen has also pioneered an ideological revolution 
in the national reforms process. For example, people of Shenzhen proposed that 'time is 
efficiency, time is money', which straightforwardly challenged the traditional ideology of 
'the poorer, the more revolutionary'. Shenzhen took the lead in practising the political 
reforms when the SEZ was just set up. In 1981, Shenzhen decided to simplify the 
government institutions. The number of government institutions was reduced by 50 per 
cent, and the staff of governmental organisations by 61 per cent, applying the principle of 
efficient and simple administration (Li and Zhu, 1991). Stalinist orthodoxy of public 
ownership in socialist countries was challenged by the economic reforms conducted in 
Shenzhen. The non-state-owned economic system obtained the same ideological-
economic significance as the state-owned system. Moreover, a series of laws and 
regulations related to a market-oriented economy were stipulated and promulgated in 
Shenzhen. 

This favourable social and political context provided great help in introducing foreign and 
domestic investments into Shenzhen. Up to 1996, 18,349 contracts had been signed with 
foreign investors in Shenzhen, which had led to the use of US$ 23 billion foreign 
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investment money. From 1980 to 1996, about 24 per cent of the entire foreign investment 
in China was absorbed by Guangdong Province; about 70 per cent of Guangdong's 
foreign investment was concentrated in the Pearl River Delta, and about 20 per cent of 
this amount in Shenzhen Municipality. Up to 1996, the actually used foreign investment 
in Shenzhen amounted US$ 11.9 billion, which accounts for 4.2 per cent of the national 
total. There were 11,251 foreign-invested enterprises set up in Shenzhen by the end of 
1995. The non-state-owned economic system played a very import role in Shenzhen's 
economic development. As the proportion of the non-state-owned part in the total 
economy increased, the influence of fluctuations in the central government's policies was 
significantly reduced. In 1996, only 16 per cent of the workers were engaged in state-
owned enterprises or in governmental institutions, only 3.7 per cent in urban collective 
enterprises, whereas 34.4 percent were in foreign ventures and individual enterprises, and 
another 45.6 per cent were in the enterprises collectively owned by township and village 
people. Exploiting its geographic advantages, Shenzhen has turned Hong Kong into its 
most important channel to reach international markets. To a considerable extent, Hong 
Kong and Shenzhen have formed a relationship of the so-called 'front shop and plants 
behind' style. Orders for goods are received in Hong Kong, the final products are shipped 
and traded also in Hong Kong, while the production takes place in Shenzhen. In 1996, the 
value of import and export products of Shenzhen reached US$ 39 billion (US$ 21 billion 
of export and US$ 18 billion of import), which accounts for 14 per cent of the national 
total. 

After less than two decades of construction, Shenzhen, the former economically 
backward border town, has now become a new booming city of many dimensions, in 
which economic construction and various undertakings have developed at a high speed. 
The output of its regional structure and process became nationally and globally 
significant. Its rapid economic development was called the 'Shenzhen miracle'. 
Shenzhen's GDP was valued at 113 billion RMB Yuan in 1997. The GDP per capita 
reached 31,000 Yuan (about US$ 36922, according to the current exchange rate), which 
ranks first place on the list of Chinese large and medium-sized cities. The dramatic 
increase of the economy has greatly enhanced the productivity of the work force. The 
consumption level of its rural and urban residents has significantly and steadily increased. 
According to national statistics, the per capita income of Shenzhen urban and rural 
residents has occupied the first position in China for more than ten years. As a newly-
built city, Shenzhen has received a tremendous flow of in-migrants. The vast majority of 
its residents came from other regions during the process of construction of the new city. 
Meanwhile, on this densely populated land, an enormous amount of employment 
opportunities was provided for temporary workers; most of them came from 
underdeveloped regions. The temporary residents pursuing jobs and business 
opportunities in Shenzhen accounted for more than 60 per cent of its total population in 
1995. 

Shenzhen's success story before the 1990s was greatly attributed to favourable policies 
for SEZs provided by the central government. However, these privileges as an important 
external input have currently been weakened to some extent, as other parts of the country 
are opened wider to the outside world and hence are granted similar treatment. Compared 

1 Township is part of the hierachy of Chinese adminstration, which follows the order of province, 
municipality, county, township, village and neighbourhood. Township is the aggregate and super-ordinate 
administrative level of villages in rural areas in China. 
2 According to the current exchange rate, 1 US dollar equals approximately 8.3 RMB Yuan. 
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with the explosive average annual growth of GDP of more than 50 per cent in the late 
1980s and about 25 per cent in the early 1990s, China's five SEZs (Shenzhen, Zhuhai, 
Shantou, Xiamen, Hainan3) grew 14.3 per cent on average in 1996, 'marking their entry 
into a conventional and balanced growth period' (Lu, 1997). For example, Zhuhai, 
another SEZ in the Delta, grew 8.9 per cent in 1995, lower than the national average. 
However, other SEZs remained envious of Shenzhen, with a growth of its GDP up to 16.4 
per cent in 1996, and 18.9 per cent in 1997. Although in 1996 38.8 per cent fewer 
contracts on foreign investment projects were signed than in 1995, and the amount of 
contracted foreign investment also crashed by 51.1 per cent in Shenzhen, applied foreign 
investment retained its positive growth, however, with capital inflow shooting up by 56.6 
per cent in 1996 compared with the previous year. After more than one and a half decade 
of booming economic growth, Shenzhen has attained momentum in its economic 
development. The capacity of regional input for sustainable economic development has 
been significantly strengthened. The improvement of the investment environment has a 
great influence, through a positive feedback system to the internal and external input, thus 
reinforcing the high growth of foreign investment to the city. For the first time, the 
number of completely foreign-funded enterprises outstripped that of Sino-foreign joint 
ventures in 1996 (Wei, 1997). To retain sound growth by taking great pains to adapt to 
the policy changes, Shenzhen is striving for optimising its investment climate and 
enhancing its competitive capabilities. To upgrade its industrial structure, Shenzhen is 
gradually out-locating its low-tech and labour-intensive industries, out of the special 
economic zone, moving them to other regions. Meanwhile, investments in high-tech 
industries were strengthened. In 1996, Shenzhen allocated 5 billion Yuan (US$ 6 million) 
to help 83 high-tech enterprises to achieve high returns. Output value realised from high-
tech products surpassed 30 billion Yuan (US$ 3.6 billion) in 1996, accounting for 24.5 
per cent of the city's total industrial output, compared with around 5 per cent in the late 
1980s. 

China's resumption of sovereignty over Hong Kong in 1997 is expected to further 
stimulate Shenzhen's economic upsurge. Shenzhen is trying to tighten its economic 
linkage with the bordering financial metropolis Hong Kong. People believe that a closer 
connection is of great significance in both boosting Shenzhen's economy and keeping 
Hong Kong's future prosperous and stable. It is expected that Hong Kong's transition 
provides a rare opportunity for Shenzhen to initiate its second leap. 

In the meantime, the dramatic economic development and increasingly intensive human 
activities in Shenzhen have induced serious environmental problems, such as air 
pollution, water pollution and increasing waste residues. The rapid decrease of the 
amount of cultivated land, and the enormous change from grain production to cash crop 
cultivation, may influence the agricultural basis. Since the 1950s, the Pearl River Delta 
was one of China's important 'commercial grain production bases'. As cultivated land 
and sown area for grain crops have decreased significantly, grain production in the Delta 
cannot feed its own residents any more. In 1985, the Delta turned from a grain-exporting 
into a grain-importing region. Its unbalanced population composition, due to its migration 
characteristics and its dramatic change in population structure, has caused and/or will lead 
to serious problems in fields such as the marriage market, schooling facilities, and 
support for the elderly. 

3 Hainan was formerly a prefecture of Guangdong. It was set up as an independent province and as a SEZ in 
1988. 
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2.2 Taihe County in Jitai Basin as representative of the underdeveloped regions 

Located in the central southern part of Jiangxi Province of central southern China, the 
Jitai Basin and its adjacent mountains include four rural counties and two cities (figure 
2.2). Taihe as one of the four counties is located in the central-south of the Basin. Jitai 
Basin has an area of 12,511 square kilometres and a total population of 2.47 million in 
1995. It is situated in the middle reaches of the Ganjiang River, embraced by mountains 
in the south, east, and west, and sloping to the north. Mountainous areas and undulating 
hills, with a small proportion of plains dominate the topography of this region. The 
dominant soil types in the area are red earth, mountain yellow earth and paddy soils, 
which are acid with a poor structure and low natural fertility. Situated in the hinterland 
and limited by its terrain, the accessibility for transportation facilities in the region was 
hindered. 

Figure 2.2 Map of Jitai Basin and Taihe 

Taihe is a typical hinterland region, stretching out between the latitudes of 26°27' and 
26°5830" N and the longitudes of 114°18' and 115°20' E. Of its total area of 2,665.41 
square kilometres, mountainous regions account for 15.91 per cent, hilly regions for 54.51 
per cent, plains for 27.61 per cent, and water for 1.90 per cent only. As one of China's 
more than 2,000 counties, Taihe is under jurisdiction of Jian Prefecture, which is one of 
the 11 prefectures of Jiangxi Province. In 1995, Taihe had a total population of 496,500. 
As the location of the county government, Chengjiang Town is the only urban area of 
Taihe, although there are four other regions identified as 'town', which are actually 
located in the rural part. Besides Chengjiang, there are altogether 26 townships under 
jurisdiction of Taihe. According to China's fourth Census conducted in 1990, there were 
27,231 residents living in Chengjiang Town, which accounted for 5.8 per cent of the 
county's total population. 

Since Taihe belongs to the region of the mid-subtropical monsoon climate, annual 
precipitation is distributed very unevenly over the year, which brings about frequent 
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floods in the summer and droughts in the autumn and winter. Unevenly distributed 
precipitation, together with low-fertile soil and a mountainous terrain, does not posit the 
region at a very favourable position for agriculture, particularly not for a traditional 
agricultural technology. Historically, the Jitai Basin was identified as a closed and 
backward rural area in China. At the end of the 1920s, Mao Zedong pointed out that 
China was a large semi-colonial country with an uneven political and economic 
development. This unevenness should be exploited to launch a peasant revolutionary war 
in the extremely backward and most remote rural and mountainous regions, before 
seizing cities and winning the victory of the revolution throughout the country. At that 
time, the 'extremely backward and the most remote rural and mountainous region' 
selected by Mao was firstly Jinggangshan, which is located at the edge of the 
mountainous region of the Basin and bordering on Taihe, where he led his troops of 
uprising peasants and manufacture workers into retreat, after failing in attacking cities. 
And later on, Taihe and other parts of the Basin were also set up as the revolutionary base 
for the 'Red Army'4. This area was called 'the red cradle of the Chinese Revolution'. 
Moreover, again due to its geographical characteristics and difficult accessibility, the 
Jiangxi provincial government was moved to Taihe County in 1939, when the Japanese 
aggressor troops were pressing on toward Nanchang, the capital city of Jiangxi Province. 
For five years, till 1944, the remote and mountainous terrain of Taihe sheltered the 
provincial government from war (Kang et al., 1993). Actually, Jiangxi historically was 
the place to which people from the central region migrated in order to escape from wars. 
Although its population density was slightly higher than the Chinese average, the Jitai 
Basin is a region with low population density in Jiangxi Province. In fact, Jiangxi 
Province is one of the least populated provinces in the south-eastern part of China, 
according to the demo-geographic dividing line proposed by Hu Huanyong. 

From the founding of the People's Republic of China, the central government invested 
considerable effort in promoting development of hinterland backward regions, by 
pursuing an equilibrium development strategy. Jiangxi Province, as an old revolutionary 
base and a backward region in China, received large amounts of investment for industrial 
programmes, an inflow of technological assistance and of high-educated in-migrants from 
Shanghai and other developed regions in the 1950s and 1960s. Moreover, after the rift 
between China and the former Soviet Union, a systematic effort of the Chinese central 
government was made to spread industrial plants from the coastal industrial cities, e.g. 
Shanghai, to the 'three-line', i.e., the remote regions. This move was supposed to protect 
the industries from war. Taihe and other regions in the Basin were recipients of such kind 
of assistance and relocated industries, as well as recipients of migrants during the period 
from 1949 to the 1970s. Hence, it cannot be denied that the external input from the 
central government for the regional socio-economic development was considerably 
strong. However, the great efforts and means did not bring about the grand achievement 
they were supposed to bring. Due to limitations of the regional structure with its 
components and processes, the output of the socio-economic process in Taihe and the 
Basin displayed disappointing results. Moreover, since the socio-economic development 
of the whole country was at a very low level, no significant socio-economic development 
occurred in Jitai Basin from 1949 to 1979. Until 1979, Taihe was a region 

Taihe was designated as a guerrilla area of the Red Army in 1927, until 1934 when the Red Army failed in 
resisting the fifth attack by Guomingtang troops. The Red Army retreated from this area and started the 
famous 'Long March' which succeeded in reaching the revolutionary base in northern Shaanxi after 
traversing eleven provinces and covering 12,500 kilometres in 1934-1935. 
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overwhelmingly rural, with more than 95 per cent of its population earning a living from 
the land. The proportion of non-agricultural population in 1979 (11.7%) was even lower 
than that in 1950s (about 14%). Conversely, extreme and faulty economic policies gave 
rise to serious damages to the land resources. 

For example, during the period of the 'Great Leap Forward' in 1958, the Chinese 
government directed by Mao Zedong eagerly desired to catch up with the industrialisation 
level of the Western countries, by urging the whole nation to engage in melting steel and 
iron. The large amount of forestry in Taihe and other regions of the Jitai Basin was over-
cut in order to provide fuel for melting steel. During the 'Great Cultural Revolution', 
from 1966 to 1976, the government stressed the importance of agriculture and adopted 
the 'base of agriculture' and 'head-rope of grain' policy in order to increase the grain 
production. All other agrarian activities but grain planting in the rural areas were labelled 
as capitalist practice. Fish-ponds, grasslands and even high sloped hilly areas were 
transformed into rice paddle land. However, the extremely egalitarian rules of production 
and distribution of harvest under the commune system seriously lowered the production 
enthusiasm of peasants. Being one of the old revolutionary bases, Jitai local cadres 
strictly obeyed and implemented the central governmental policies. Some of them kept 
holding the 'leftist ideology', which was the continuance of the old ways in the wars. 
'Leftist policies' inputted from the state government and closely followed by the regional 
cadres did not lead Taihe and the Jitai Basin to the path of industrialisation and economic 
development. On the contrary, over-cutting of forests to meet the need of fuel for melting 
steel and iron, and over-weeding of grasslands to fertilise farm land, caused serious 
problems of deforestation and soil erosion. During the 1950s, an increase of volume of 
cultivated land in Taihe as well as in the entire Jitai Basin could be observed. However, 
the area of cultivated land gradually began to decline after it had reached its peak in 1957, 
due to encroachment by construction of housing and other infrastructure. Although the 
decline in the area of cultivated land was not very significant, total population doubled 
from 1950 to 1979, which became the main driving force behind the decrease of the per 
capita area of cultivated land from 3.38 mu5 in 1952 to 1.44 mu in 1979. A rapidly 
increasing population and a growing demand for food and fuel wood greatly increased the 
pressure on the land resources. The need to support a growing population from a 
decreasing acreage of cultivated land led to an intensification of production, using 
traditional farming practices and expansion into marginal, hilly and mountainous areas, 
and accentuated the severe problems of environmental degradation. 

From the introduction of the reforms policy Taihe has, in absolute terms, experienced a 
remarkable economic development. However, its gap in socio-economic development 
level as compared with developed regions has only widened. One of the reasons for this 
widening is the shift in economic development strategy from the equilibrium strategy to 
one in which coastal areas are privileged by the central government. In the early 1980s, 
the central government stipulated the policy of 'coastal area economic development 
strategy' which aimed at firstly focusing on the economic development of coastal regions 
by enhancing their export-oriented industries with advantageous policies, rather than 
directing socio-economic development towards the inland and the western backward 
regions. While the developed coastal regions rapidly increased their socio-economic 
development level, the external input from central government in materials and in 
policies to Taihe and other regions of the Basin was relatively reduced. Furthermore, due 
to the strong influence of 'leftist ideology' over a rather long time, this region was still at 

1 mu = 213.3 square metres. 
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a slow pace of 'thought free' as compared with developed coastal areas. Innovation in its 
economic and political systems was relatively hampered. Furthermore, its remote 
geographical location and underdeveloped communication system apparently hindered 
local people to get access to the modern culture and advanced technology. In contrast to 
the developed regions, Taihe and the whole Jitai Basin, with their disadvantageous 
investment environment, were in an unfavourable position to attract international and 
domestic investors. Support from the state is still the main source of investment and 
economic development in this region. Due to the limitations of investment capacity and 
the lack of advanced technology, the township enterprises, individual enterprises and 
other ventures are small in scale, rare in number, and lower in efficiency, compared with 
those in developed regions. In 1994, 90 per cent of urban and town workers of Taihe were 
employed in state-owned enterprises or governmental institutions, 10 per cent in urban 
collective enterprises, the proportion of other ventures (individuals, Sino-foreign joint 
ventures etc.) was very small. Up to 1995, per capita gross domestic product, industrial 
and agricultural product, government revenue, and deposit balance of the residents in the 
Basin were only 2372, 4000, 200 and 1350 Yuan respectively, which were 49.77, 39.49, 
37.45 and 55.17 per cent respectively of the national average levels. Without significant 
progress in industrialisation, the situation that almost all people were occupied with the 
task of making a living off the land has barely changed. In the Jitai Basin in 1995, the 
proportions of the labour force engaged in agriculture, manufacture and services were 76, 
11 and 13 per cent, respectively, which means a minor improvement only compared with 
1982 (81, 10 and 9 per cent, respectively). 

On the other hand, the implementation of the household production responsibility system 
since the early 1980s has greatly stimulated the peasants' enthusiasm of production. The 
agricultural productivity was increased, which disclosed and intensified the problem of 
underemployment in the rural area of Taihe, especially when the large numbers of youth 
born during the last baby boom in the 1960s entered working age. Meanwhile, the 
expansion of cultivated land was highly limited. In fact, being aware of the damage to the 
ecosystem generated by soil erosion and deforestation, the local government 
accomplished a rather effective policy to reforest the hills and mountains. Some land 
unsuitable for cultivation was transformed back into grassland, ponds and woods. 
Moreover, due to limitations in investment, technology, and accessibility to the main 
markets in the metropolitan areas because of the lack of an effective transportation 
system, the transition from a monoculture of grain production to a more varied cash crops 
production (e.g. fruits, vegetables) was hindered. Furthermore, when the developed 
regions speeded up the process of industrialisation and urbanisation, a large amount of 
cultivated land was encroached by the construction of infrastructure, factories and 
accommodation for their increasing population. Grain production in the developed 
regions significantly declined since the early 1980s. In order to meet the increasing needs 
of grain consumption of the developed regions as well as the whole country, some 
underdeveloped regions, e.g. the Jitai Basin, were supposed to compensate for the decline 
of grain production in the developed regions. Taihe county was approved in 1983 by the 
central government as one of China's 50 'commercial grain production bases', among 
which 6 were located in Jiangxi Province. External and internal input were rather 
concentrated on the grain production, so that the situation of a grain crops monoculture 
continued unchanged. In 1995, Taihe sowed 70% of its cultivated land in grain 
production and only 30% in cash crop production. Such a kind of structure of agricultural 
production was exactly the same as in the 1970s. Although the grain production was 
continuously elevated, the output value of agriculture did not increase since the 
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cultivation of rice is generally less profitable than e.g. fish farming or the planting of fruit 
trees. 

More important, the lack of significant development in non-agricultural sectors restricted 
the capacity of absorbing agricultural surplus labour in Taihe. Consequently, a surge of 
out-migrating young workers from Taihe and the Jitai Basin to developed regions, e.g. the 
Pearl River Delta, could be observed. Moreover, local governments also considered out-
migration as an effective way to release employment pressure, and considered the 
remittances of the migrants as a very important resource of local government revenue. 
According to an investigation, about 20 per cent of the young and strong labourers of 
Taihe migrated out to other developed regions and worked outside their home for at least 
half a year in 1995. The number of temporary out-migrants from Taihe who worked in 
other regions for less than half a year was even much bigger than this figure. In the 
meantime, the impact of migration selectivity had weakened the agricultural production 
force and had affected the development of their villages of origin. Furthermore, the 
comparative economic disadvantage of agriculture, that of grain production in particular, 
resulted in a negative feedback to the regional input in agrarian production, particularly 
grain cultivation. This introduced the problem of increasingly abandoned arable land, 
giving rise to an apparent or latent decline of grain production in the medium or long run. 

Quite recently, the focus of the economic strategy stipulated by the central government 
has shifted from the coastal developed areas to the hinterland underdeveloped regions. 
Investment in infrastructure in Jitai Basin was and is going to be reinforced. China's 
longest north-south railway line, the Beijing-Kowloon Railway, started to operate in 
September 1996. One of the most important intentions of building it, was to open up the 
underdeveloped and land-locked regions of the eastern inland areas (Zhou Xin, 1997). 
The railway passes through the very centre of the Jitai Basin from north to south, with a 
important station set up in the Taihe confines6. The construction of this railway, together 
with the construction of other infrastructure, will significantly improve the accessibility of 
the region to the outside world, and help to improve its investment environment. As the 
developed regions are upgrading their industrial structure, some investment will be 
introduced into the Basin. The new economic strategy is expected to give rise to an era of 
socio-economic development in Taihe. However, what's more important, the region 
should strengthen its economic and political reforms, in order to improve its regional 
structure with favourable components and processes. In the short term, an economic 
miracle would hardly appear. According to the newest statistics, two of the 32 provinces 
of China only exhibited a negative trend in attracting investment in the first season of 
1998, and Jiangxi was one of them (People's Daily, 1998a). For a rather long period, the 
trend of out-migration to developed regions for seeking employment opportunities and a 
better life is expected to increase, given that the newly built-up railway significantly helps 
to ease the barriers to migration. Moreover, construction of new infrastructure and 
relocation of industries and services from developed regions to Taihe has caused and will 
cause notable encroachment of natural and cultivated land, since the relocated industries 

As it was initially designed, the railway was not passing through this region, since in that case it would 
necessitate a big track detour. However, local people appealed to the central government, emphasising the 
necessity of the railway passing through the Basin which was the cradle of the Chinese revolution and 
sacrificed hundreds of thousands of its finest sons and daughters for the foundation of the new China. But 
the region also had retained a very poor condition. This appeal received strong support from many old 
cadres who originated from the Basin. Finally, the Beijing-Kowioon Railway was built with a sole detour 
passing through the Basin, which led to an addition of about 80 kilometres. 
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from the developed regions are mostly labour-intensive, low-technology, and with a high 
risk of pollution. Therefore, Taihe and other parts of the Basin will face the problems of 
resource depletion, environmental pollution, etc. In order to meet the requirements of the 
newly-advocated strategy of sustainable development, Jiangxi proposed a strategy to 
develop environment-friendly industries and to co-ordinate overall economic 
development with environmental protection (China Economic Window, 1997). To realise 
this goal, Taihe will have a long way to go and should work hard to trade-off the classic 
conflicts between economic development and costs of environmental amenities. 

2.3 Comparison of socio-economic development level between Shenzhen and Taihe 

Because of the lack of valid historical data for Shenzhen as a newly built-up city, we 
could not directly compare the economic development of the two regions before 1979, the 
main data for Shenzhen before 1979 not being available. However, a comparison of per 
capita income between Guangdong and Jiangxi since 1970 (table 2.1) provides a picture 
of the economic development situations of Shenzhen and Taihe. 

Table 2.1 Income per capita of China, Guangdong and Jiangxi, 1970-1993 
China Guan gdong Jiangxi 

(1) (2) (2)-(l) (3) 1 (3)-(D 
1970 235 209 -26 205 -30 
1971 247 212 -35 212 -35 
1972 248 215 -33 223 -25 
1973 263 228 -35 217 -46 
1974 261 239 -22 204 -57 
1975 273 259 -14 209 -64 
1976 261 260 -1 191 -70 
1977 280 281 1 217 -63 
1978 315 320 5 243 -72 
1979 346 354 8 290 -56 
1980 376 420 44 305 -71 
1981 397 475 78 326 -71 
1982 422 532 110 351 -71 
1983 463 556 93 355 -108 

1984 545 662 117 416 -129 

1985 668 832 164 503 -165 

1986 737 922 185 543 -194 

1987 859 1,134 275 619 -240 

1988 1,066 1,521 455 753 -313 

1989 1,178 1,732 554 842 -336 

1990 1,267 1,845 578 943 -324 

1991 1,439 2,192 753 1,018 -421 

1992 1,703 2,800 1,097 1,198 -505 

1993 2,111 3,939 1,828 1,501 -610 

Source: Yin and Lin, 1996. 

In the early 1970s there were no significant differences with respect to national income 
per capita between Jiangxi and Guangdong. The differences between China as a whole 
and these two provinces were also small, given that China implemented an equilibrium 
development policy before the 1980s and the whole country was at a very low 
development level. With additional external input from the central government, Jiangxi 
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had very a comparable national income per capita, even more than that in Guangdong in 
some years. In 1972, the income per capita of the former was even higher than that in the 
latter. This is so, because Guangdong was in the 'defence frontier' and received very little 
investment money from the central government during the 1950s and 1960s, while 
Jiangxi was a receiver of relocated industries from the eastern coastal cities in order to 
avoid destruction by 'forthcoming wars'. However, due to its backward industrial bases, 
geographical hindrances, and other limitations in regional structures and processes, no 
significant socio-economic development could be observed in Jiangxi. The income per 
capita of Jiangxi was still below the national average, even with the exceptional support 
from the central government. Such kind of output in its economic development process 
may result in two types of feedback to both external and internal input. In the positive 
way, the feedback may stimulate input to reinforce the efforts of poverty alleviation. 
Examples are the continuous support from the central government to Taihe and the Basin 
before the late 1970s, and the present shift in the economic strategy toward the hinterland 
and western China by the central government. On the other hand, negative feedback may 
result in a withdrawal of input, as the central government did in the 1980s, by shifting its 
economic development strategy from an equilibrium strategy to one privileging the 
coastal areas, when China were eagerly promoting its economic capacity. 

Figur 2.3 National income per capita of China, Guangdong, and Jiangxi, 
1954-1993 
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Since the mid-1970s, peasants in some regions of Guangdong secretly practised 
commercial household economy, which effectively increased their income. The gap in 
national income per capita between Guangdong and the national average was narrowed. 
At the end of the 1970s, at the eve of the economic reforms, the difference changed from 
negative figures into positive ones. The achievements of Guangdong in this period were 
mainly due to its internal input and comparatively favourable regional structure. 
However, the output produced a rather strong feedback to the national external input, and 
led to the 'special policy and flexible measures' stipulated by the central government and 
serving as the frame of reference for the designation of the coastal area economic 
development strategy in the early 1980s. Ever since, the differential economic growth 
rates have given rise to distinct economic pictures for the developed and the 
underdeveloped regions. The gap in national income per capita between Guangdong and 
Jiangxi widened (figure 2.3). The national income per capita of Guangdong was 1,828 
Yuan above the national average in 1993, while that of Jiangxi was 610 Yuan below it. 
The national income per capita in Guangdong is 1.87 times that of China, and 2.64 times 
that of Jiangxi. Actually, the gap between Shenzhen and Taihe was even larger, given that 
the Pearl River Delta, Shenzhen in particular, is the most developed region of 
Guangdong, whereas Taihe and the Basin is a poor region in Jiangxi. 
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Table 2.2 Industrial and agricultural output value (10,000 Yuan) of Taihe (1949-1996) and Shenzhen 

(1979-1996) 

Industr. & agric. output agricultural output industrial output 

year Taihe | Shenzhen Taihe ] Shenzhen Taihe Shenzhen 

1949 889 871 18 

1950 1,052 942 110 

1951 1,657 1,445 212 

1952 1,733 1,524 209 

1953 1,744 1,473 271 

1954 2,071 1,693 378 

1955 2,218 1,824 394 

1955 2,280 1,657 623 

1957 2,733 2,026 707 

1957 3,015 2,295 720 

1958 3,335 2,787 548 

1959 3,471 2,551 920 

1960 3,878 2,435 1,443 

1961 3,235 2,073 1,162 

1962 3,080 2,107 973 

1963 3,388 2,412 976 

1964 3,833 2,714 1,119 

1965 4,143 2,995 1,148 

1966 4,032 2,766 1,266 

1967 3,914 2,787 1,127 

1968 3,661 2,678 983 

1969 3,835 2,641 1,194 

3,353 1,470 
2,858 2,016 
3,948 2,094 
5,333 2,586 
4,562 2,946 
5,472 2,822 
5,466 3,128 
5,377 2,894 
5,753 3,038 
5,544 3,491 

20,234 7,340 13,106 3,922 7,128 
27,570 6,968 16,938 3,958 10,632 
50,873 8,272 24,181 4,086 26,692 
65,762 11,234 26,929 4,335 38,833 

105,076 12,223 29,083 4,912 75,993 
212,548 13,422 40,416 5,248 172,132 
292,483 16,327 45,821 4,888 246,662 
389,779 18,838 49,552 6,299 340,227 
632,083 19,836 73,772 7,911 558,311 

1,112,143 25,899 99,404 10,058 1,012,739 
1,585,485 32,071 108,015 14,297 1,477,470 
2,321,385 32,071 119,205 18,534 2,202,180 
3,297,029 37,257 143,063 19,568 3,153.966 
4,532,304 38,714 185,297 16,573 4,347,007 
6,970,888 40,843 192,880 20,242 6,778,008 

10,862,172 43,812 224,776 25,438 10,637,396 
12,497,546 49,574 232,653 35,448 12,264,893 
14.550.215 56.652 273.246 49,836 14,276.969 

Sources: Taihe County Statistics Bureau 
Shenzhen Statistics and Inform 

, Taihe Statistics Yearbook, 1949-1996; 
lation Bureau, Shenzhen Statistics Handbook, 1979-1996. 
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Historically, China, as an agrarian society for thousands of years, has a very poor 
industrial base. Particularly in the underdeveloped regions like Taihe, industry was almost 
non-existent before the foundation of the People's Republic of China. In 1949, the output 
value of industry in Taihe accounted for only 2 per cent of total industrial and agricultural 
output value (see table 2.2). With great efforts put in economic development and 
industrialisation, total industrial and agricultural output value increased by more than ten 
times, and the proportion of industrial output value of the total increased in Taihe to 38.6 
per cent in the 30 years from 1949 to 1978. Although the level still is very low, 
achievements in economic development have been fairly remarkable. However, due to the 
rapid increase of population, its per capita industrial and agricultural output value 
increased only by less than five times during this period of 28 years. After the 
introduction of the economic reforms policy, the economy of Taihe entered a new 
economic development era. Compared with 1979, the industrial and agricultural output 
value in 1996 had increased by 9.5 times in 17 years, an average annual 47 per cent 
increase (excluding the effects of rising prices, the increase was 2.26 times, and the 
average annual increase 11.2 per cent). However, compared with the much faster 
economic growth of the developed regions, the gap between industrial and agricultural 
output value in Taihe and in the developed regions had significantly widened. From 1979 
to 1996, the industrial and agricultural output value of Shenzhen increased by 719 times, 
which turned Shenzhen from a small town into a modern city within less than two 
decades. In the process of economic development, industrialisation played a key role. The 
industrial output value of Shenzhen increased by 2003 times from 1979 to 1996, while 
the agricultural output value increased by less than 21 times. Out of the total increment of 
industrial and agricultural output value, 98.2 per cent was contributed by the industrial 
sector, 1.2 per cent only by agriculture. In Taihe, the figures are 48.2 per cent and 51.8 per 
cent respectively, which places agriculture in a more important position there. 

Taihe and Shenzhen have developed very different industrial structures since the 
economic reforms. One can see the differences from the composition of GDP according 
to economic sector. Agriculture is the most important economic sector of Taihe in both 
the 1980s and in 1996, whereas agriculture contributed only 1.73 per cent to Shenzhen's 
total GDP in 1996 (table 2.3). More than 90 per cent of Taihe's workers were 
concentrated in the agricultural sector in the 1950s and 1960s (table 2.4). This situation 
had not changed much in 1995. More than 80 per cent of the workers of Taihe are still 
engaged in agriculture. In contrast, Shenzhen exhibited an absolutely different picture in 
its distribution by employment sector. Although more than half of its workers were 
employed in the primary sector in 1982, in 1995 about 92 per cent of its workers are 
engaged in the non-agricultural sectors. Moreover, the proportion of manufacturing 
workers of the total labour force decreased from 57 to 36 per cent, while the share of 
workers in the tertiary sector increased from 32 to about 56 per cent during the period 
1982-1995. S y 

Taihe and Shenzhen show a difference in labour productivity. In 1982, the general 
productivity per worker in Shenzhen was 4.9 times higher than that in Taihe (table 2 5) 
This figure has risen to 9.1 times in 1996. The differences in labour productivity between 
Taihe and Shenzhen result from several factors. Firstly, Shenzhen has a higher labour 
productivity in every industrial sector. For example, GDP per worker of Shenzhen in 
agriculture, the manufacturing sector and the tertiary sector were respectively 3.4, 4.8, 
and 3.9 times that of Taihe in 1996. Secondly, in both Taihe and Shenzhen, workers in 
the non-agricultural sectors have a much higher productivity than those in agriculture in 
all years. In fact, the discrepancies in labour productivity between agriculture and the 
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non-agricultural sectors show a quickly increasing trend since the introduction of the 
economic reforms policy. Given that many more workers in Taihe are engaged in the 
agricultural sector, whereas most of Shenzhen's workers are employed in the more 
productive non-agricultural sectors, part of the differences in labour productivity between 
Shenzhen and Taihe result from their different employment structures. Assuming that 
Taihe had the same labour structure as Shenzhen, and using a simple double-
standardisation method, the labour productivity of Taihe would be 7527 Yuan in 1995, 
which would be 23 per cent of that of Shenzhen in the same year, instead of the actual 
less than 10 per cent. From this calculation it follows that the differences in labour 
structure contribute 14.7 per cent to the total differences in labour productivity, whereas 
the other 85.3 per cent come from the actual differences in labour productivity in each of 
the three industrial sectors between these two regions. 

Table 2.3 Composition of GDP and GDP per capita in Shenzhen (1979-1996) and Taihe (1984-1996) 

GDP per capita (Yuan) composition of GDP (%) 

year Taihe Shenzhen Taihe Shenzhen 

primary | secondary \ tertiary primary secondary ; tertiary 

1979 606 37.04 20.46 42.51 
1980 835 28.89 26.05 45.07 
1981 1,417 26.91 32.31 40.77 
1982 2,023 22.96 38.07 38.96 
1983 2,512 17.23 42.56 40.20 
1984 385 3,504 69.36 17.78 12.86 11.07 45.53 43.40 
1985 458 4.809 62.80 22.32 15.55 6.69 41.92 51.39 
1986 463 4,584 59.24 24.54 17.40 7.90 39.18 52.91 

1987 574 5,349 58.13 20.03 21.84 8.32 39.44 52.24 

1988 705 6,477 55.73 22.63 21.64 6.55 41.30 52.15 
1989 723 6,710 49.32 25.85 24.83 5.93 43.69 50.37 
1990 859 8,724 52.63 24.10 23.27 4.09 44.81 51.09 
1991 885 10,746 55.26 23.42 21.32 3.42 47.58 49.00 
1992 1,001 12,707 56.23 21.51 22.26 3.34 47.98 48.68 
1993 1,105 16,165 53.47 21.30 25.23 2.45 54.65 42.90 
1994 1,566 19,514 38.54 23.31 38.15 2.24 54.70 43.06 

1995 1,696 23,381 48.91 30.62 20.47 1.62 52.40 45.98 
1996 1,668 27,005 52.78 23.87 21.66 1.73 49.29 48.97 

Sources: Shenzhen Statistics and Information Bureau, Shenzhen Statistical Handbook 1979-
Taihe County Statistics Bureau, Taihe Statistics Yearbook, 1984-1996. 

1996; 

figure 2.4a Percentage distribution of outpout value of economic sectors in Taihe 
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Figure 2.4b Percentage distribution of output value of economic in Shenzhen 
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Table 2.4 Distribution of employment structure 
Taihe Shenzhen 

year primary 1 secondary [ tertiary primary 1 secondary ) tertiary 

1952 95.79 2.94 1.27 
1957 95.45 2.01 2.54 
1965 93.01 3.22 3.77 
1978 87.71 8.02 4.27 
1982 86.41 7.13 6.46 54.10 20.40 25.50 
1990 83.40 7.40 8.20 10.10 57.30 32.40 
1995 81.30 10.1 9.60 7.97 35.89 56.14 

Sources: The China's Third (1982) and Fourth (1990) Census; Kang et a/., 1993. 

Table 2.5 Labour productivity (10,000 Yuan) of the different ectors in Shenzhen and Taihe 
Taihe Shenzhen 

year total j primary 1 secondary [ tertiary total j primary | secondary j tertiary 

1982 0.0802 0.0644 0.2000 0.1597 0.4734 0.2009 0.8836 0.7234 
1990 0.1606 0.1013 0.5231 0.4557 1.3951 0.5656 1.0911 2.2000 
1995 0.3226 0.1941 0.9781 0.6879 3.2487 0.6621 4.7431 2.6606 

Sources: see tables 2.3 and 2.4. 

Given their differences in labour productivity and in industrial structure of labour, GDP 
per capita in Taihe and Shenzhen were very different (table 2.3). In 1984, Shenzhen had a 
GDP per capita about 8.1 times higher than Taihe. However, this gap has grown to 15.2 
times in 1996. With their distinctive economic development conditions, residents of 
Shenzhen enjoy a much better material life than their Taihe counterparts. 

Ever since the introduction of the economic reforms policy, net per capita income has 
significantly increased in both Shenzhen and Taihe. In rural Shenzhen, net per capita 
income in 1996 had increased by 35.6 times compared with 1979 (table 2.6). As Taihe's 
net per capita income among rural residents increased by about 6 times from 1983 to 
1996, the increment was much smaller than that in Shenzhen. In 1983, the difference 
between Shenzhen and Taihe in net income per rural resident was only 149 Yuan (or 46.6 
per cent). However, the difference was 3,502 Yuan (or 183 per cent) in 1996. With 
respect to net per capita income in the urban areas, the differences between Taihe and 
Shenzhen are even larger. In 1988, net per capita income in urban Shenzhen had climbed 
to 2,115 Yuan, while this figure in Taihe was still 641 Yuan, which was 1,474 Yuan or 
230 per cent less than that of Shenzhen. Moreover, this difference was even enlarged to 
8,269 Yuan or 365 per cent in 1994. 
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Table 2,6 Comparison of some economic indicators (Yuan per capita) of Taihe and Shenzhen, 1979-1996 

government revenue merchandise purchase net income 

Year Taihe Shenzhen Taihe Shenzhen Taihe Shenzhen 
l rural | urban I rural 1 urban 

1979 21 55 126 358 152 

1980 17 91 152 589 208 
1981 18 239 181 933 230 
1982 21 204 176 1,205 393 
1983 24 262 187 2,080 320 469 
1984 30 397 197 2,713 339 656 
1985 34 713 236 3,014 390 750 1,935 
1986 39 793 269 2,926 425 894 1,841 
1987 48 758 293 2,810 494 641 1,097 2,115 
1988 56 957 345 3,281 618 808 1,317 2,601 
1989 62 1,193 373 2,848 658 920 1,622 3,687 
1990 54 1,075 373 3,306 769 1,318 1,954 4,163 
1991 52 1,146 406 3,473 799 1,383 2,270 4,602 
1992 77 1,647 501 4,404 929 1,517 2,833 5,821 
1993 82 2,290 572 5,441 1,079 1,630 3,050 7,775 
1994 95 2,217 618 6,591 1,254 2,265 3,692 10,534 
1995 109 2,550 666 7,514 1,457 4,517 12,153 
1996 127 3,675 723 8.285 1,913 5,415 16,308 

Sources: Shenzhen Statistics and Information Bureau, Shenzhen Statistical Handbook 1979-1996; 
Taihe County Statistics Bureau. Taihe Statistics Yearbook. 1979-1996. 

From table 2.6 we can also see that net per capita income differs much between rural and 
urban residents in both Taihe and Shenzhen. Furthermore, the differences display an 
increasing trend. In the 1980s, net income per rural resident in Taihe was 30 per cent 
lower than that of urban residents, against about 50 per cent in Shenzhen. However, these 
figures have increased to some 40 per cent in Taihe and some 70 per cent in Shenzhen. 
Therefore, generally speaking, people in developed regions, and residents of urban areas 
have enjoyed much more benefits of economic development since the introduction of the 
economic reforms policy. The urban-rural differences in net per capita income are even 
more profound in the more developed regions. Moreover, we can also find from table 2.6 
that net per capita income in urban Taihe was even lower than that in rural Shenzhen, and 
that this difference too shows a tendency of increase. Hence, from the perspective of their 
economic situation, rural residents in developed regions are no longer in a disadvantaged 
situation, compared with urban residents in underdeveloped regions. The traditional 
urban-rural discrepancies between the urban parts of the underdeveloped regions and the 
rural parts of the developed regions could be reduced, eliminated even, with the 
remarkable developments that took place in the rural parts of the developed regions. 

Given their higher net income, residents of Shenzhen are able to consume much more 
merchandise than their counterparts of Taihe. In 1979, every resident of Shenzhen in 
average purchased merchandise worth 358 Yuan, while the residents of Taihe purchased 
for 129 Yuan only. In 1996, merchandise purchased by every resident of Shenzhen in 
average had increased to 8,285 Yuan, which is 23 times more than that in 1979. In Taihe, 
although it had also increased by 5.7 times from 1979 to 1996, this indicator was one-
eleventh of that of Shenzhen. According to the investigation conducted in the urban area, 
the Engel's Index for urban residents of Shenzhen was 47.07 per cent in 1990, while it 
was 52.17 per cent in urban Taihe in the same year. Apparently, urban residents of Taihe 
spent more of their earnings on food in comparison with their counterparts in Shenzhen. 
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Because of the different speeds of economic development, it was supposed that the gap 
in the Engel's Index between Shenzhen and Taihe will have widened further. 
Unfortunately, we don't have new data on Taihe. However, the Engel's Index for urban 
Shenzhen has declined to 42.1 per cent in 1992, 45.5 per cent in 1993, 38.40 per cent in 
1994, and 39.9 per cent in 1995. Therefore, people in Shenzhen could spend more and 
more of their income on health care, education, entertainment, and other cultural things. 
For example, in 1990, each urban resident of Shenzhen spent 39.9 Yuan monthly on 
average on entertainment, education, health care, and other cultural activities, whereas 
expenditure on these items in urban Taihe was only 9.38 Yuan. Moreover, next to their 
expenditures, Shenzhen people could deposit much more of their income in the bank 
compared to their Taihe counterparts. The end-of-year per capita account balance of 
Shenzhen residents was 13,515 Yuan in 1995 and 16,242 Yuan in 1996, about 13.2 and 
13.5 times respectively that of Taihe residents in these two years. 

Not only income of individuals increased; government revenues tremendously grew in 
both Taihe and Shenzhen since 1979. However, government revenues of Shenzhen 
increased by 766 times from 1979 to 1996, while the increment in Taihe was only 7.5 
times during the same period. Government revenues per capita of Shenzhen were 3,675 
Yuan in 1996, which was 68 times that of Taihe (table 2.6). With higher and rapidly 
increasing government revenues, Shenzhen government is in an advantaged position to 
invest more in infrastructure and other public services, compared with its Taihe 
counterpart. Up to 1996, telephone sets per 100 people and length of roads per square 
kilometre of land in Shenzhen were 25.6 sets and 2.09 kilometres, whereas they were 
only 1.14 sets and 0.22 kilometres in Taihe. Numbers of medical staff and hospital beds 
per 10,000 people were 41 persons and 21 beds in Shenzhen, against 17 persons and 11 
beds respectively in Taihe. Theatres and library books per 10,000 people in Shenzhen 
were 0.22 and 4,268 volumes respectively, while they were only 0.006 and 0.2 volumes in 
Taihe. The number of people with college and higher education per 10,000 residents in 
Shenzhen, according to the 1990 Census, was 446, whereas it was only 56 in Taihe. 
Conversely, the illiteracy rate of Shenzhen in 1990 was 3.3 per cent, contrasting with 
Taihe where it was 16 per cent. 

In summary, we present a picture which can exhibit the positions of Shenzhen and Taihe 
in China with regard to their socio-economic development levels. From figure 2.5 one 
can intuitively see that the economic development level of Shenzhen is much higher 
than the national average, whereas that of Taihe is much lower than that of China as a 
whole, as indicated by GDP per capita. People in Shenzhen are by far richer than the 
average Chinese, while residents of Taihe are relatively poorer as measured by their 
end-of-year per capita bank balances. From the perspective of government revenues per 
capita, the government of Shenzhen is more economically powerful than those of other 
regions with a more average economic development level, whereas the Taihe 
government is in a more disadvantaged position in this sense. Moreover, Shenzhen is 
much more urbanised than China on average, while Taihe is still basically an agrarian 
county. Again, using the number of college attendants per 100,000 people as a criterion, 
Shenzhen is also a socially developed region whereas Taihe is apparently 
underdeveloped in the Chinese context. 
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Figure 2.5 Comparison of some socio-economic indicators of Taihe, 
Shenzhen and China 
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Note: GDP - gross domestic product per capita in 1996 (Yuan); 
government revenues - government revenue per capita in 1996 (Yuan); 
bank balance - end-of- year bank account balance of residents per capita in 1996 (Yuan); 
college attendants - people having college or higher education per 100,000 residents in 1990; 
urban proportion - proportion of urban residents to the total population (per 10,000) in 1990. 

2.4 Discussion and conclusion 
Shenzhen and Taihe are two regions in China with different characteristics in the fields 
of geographical conditions, historical tradition, socio-economic development and so 
forth. They were selected as our research sites not only because they are worth to be 
studied by their own virtue, but also because this study can be expected to provide 
lessons for other regions with similar characteristics. On the one hand, the regions are 
considered as realities with their uniqueness; on the other hand, they share common 
rules, common realities, common relationships which can be treated as a mental concept 
in order to formalise the structures and processes behind their reality and uniqueness. 
Therefore, Shenzhen and Taihe are representing China's rapidly developing, 
respectively its underdeveloped regions. Through this research, we hope to reach some 
generalisations and to provide lessons and conclusions of general value for the regions 
of China and even for other developing countries at comparable development levels and 
following similar socio-economic development processes. 

In our study, both Shenzhen and Taihe (with their division into rural and urban parts) 
are considered as a system. Having their wholeness and completeness, they consist of 
sub-systems which are interrelated and constrained by, conditioned by, and dependent 
on the state of the other units. Moreover, Shenzhen and Taihe also exist as components 
of super-ordinate or higher systems, the Pearl River Delta, Guangdong Province for 
Shenzhen, and the Jitai Basin, Jiangxi Province for Taihe, plus China and the global 
system for both of them. Any change in one sub-system will lead to changes in other 
sub-systems and in the higher systems, in order to reach a dynamic equilibrium, on the 
one hand. On the other, changes in the one sub-system are based on the interactions with 
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other sub-systems and super-ordinate system(s) by importing and exporting matter, 
energy and information. For example, in our study the economic development of 
Shenzhen is conditioned by the regional geographical, cultural, and political sub
systems etc., and also driven by the external input from other components of the higher 
systems. At the same time, changes in the economic sub-system will produce influences 
on demographic, political, and cultural sub-systems which adjust to these changes 
through feedback mechanisms. Moreover, the changes in Shenzhen produce their 
output, after the running of the regional system process, to other regions (e.g. the Jitai 
Basin, Taihe) and to the higher systems (the Delta, Guangdong Province, or China and 
the whole world) which accordingly get adapted to the changes occurring in Shenzhen. 

This chapter, describing the regional system processes of Taihe and Shenzhen, aims at 
providing a context in which the demographic sub-system operates. From the discussion 
in this chapter, we see that Shenzhen and Taihe have undergone tremendous socio
economic changes over the recent decades, although they are at very different socio
economic development levels due to complicated environmental, political, cultural and 
demographic reasons. During the process of socio-economic development of Taihe and 
Shenzhen, industrialisation and urbanisation have played a very important role, giving 
rise to substantial effects on population dynamics, land use, environmental problems, 
and so forth. The demographic sub-system, interacting with others, experienced 
profound changes which were affected by and at the same time had their influence on 
other sub-systems and super-ordinate systems. 




