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Abstract

Moving towards Neoliberal(izing) Urban Space? Hagsand Residential Segregation in
Beijing
Chairperson of the Supervisory Committee:

Professor Kam Wing Chan
Department of Geography

This dissertation examines China’s urban housisgesy in the reform era and its social and
spatial changes in Beijing. This dissertation séeksnderstand the nature of China’s reform and
its socio-spatial ramifications, and challenges tlb@vergence thesis that China’s reform is
necessarily following the footsteps of those adedncapitalist cities. Using Beijing as a case,
this dissertation examines the relationship betwiberstate, society and the urban development.
This dissertation particularly focuses on housimgguality and residential segregation in Beijing

metropolitan area in the reform era.

Examining of the behavior of state in urban housiystem reveals that the different goals of
Beijing municipal government and the central gowsent explain the different fates of different
types of housing in the new urban housing systerBejfing. Instead of retreating from the
market as neoliberalism thesis suggests, the npaliggovernment of Beijing was actively
involved in the housing system and took advantddeikoy a socialist institution to achieve its
goal of “accumulation through dispossession” atakgenses of ordinary citizens.

Based on the analysis of various urban groups’ihngusehavior, this dissertation shows that
although being self-reliant for one’s own housirecdime the hegemonic discourse during the
reform, this subjugation only applies to some & thhban residents, such as migrant workers
who were institutionally excluded from any urbanlfeee. In contrast, residents who have
political power orguanxiare “exceptions to neoliberalism”.

Based on Beijing metropolitan area boundary deteway Chan and Forstall and data from
2000 population census of Beijing, this dissertatieveals that employees working in
“monopoly” sectors and governmental organizatioossestently had better housing than their
counterparts in the private sectblukouremains a powerful institution in determining Beg



residents’ access to housing. In addition, basedlbexamination of spatial distribution and
residential segregation of various social groupgs tissertation shows that not only did the
disadvantageous groups mostly concentrated in diter guburbs have poor living conditions,
but also they had high level of segregation th&he institutionally created housing inequality is
not only social and economic, but spatial as well.

Overall, this dissertation argues that China isneatliberal in nature. The examination of the
state, the urban residents and the social spaterrirs of the new housing system shows that
neoliberalism has not been a dominant ideology mMné&se society. Neoliberalism as policy-
based practices is not implemented by either thdraegovernment or local government.
Neoliberalism as geovernmentality is not appliedtiose without any political power and

outside the public sector.

© Copyright 2014
Guilan Weng
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Chapter One Literature Review and Research Framewrk

“Neoliberalism seems to be everywhere. This mddieee-market economic theory,
manufactured in Chicago and vigorously marketeduigh the principal sales offices of
Washington DC, New York, and London, has becomeéadimenant ideological
rationalization for globalization and contemporastate reform...... Indeed, proselytizing
the virtues of free trade, flexible labor, and setindividualism has become so
commonplace in contemporary politics — from Wastango Moscow — that they hardly
even warrant a comment in many quarters.”

(Peck and Tickell 2002:33)

1.1 Introduction

Neoliberalism which advocates the political and economic prastiof the free market,
private property rights and individual liberty hgained its prominence in its US and England
since Regan and Thatcher’s regimes began in teelRf0s. Coincidently, China launched its
economic reform at roughly the same time followitsggAsian neighbors, Taiwan, Hong Kong,
Sigapore and the South Korean (Harvey 2005). insehat what has been happening in China
during its three decades of reform fits nicelyhe rubric of neoliberalism. However, unlike its
counterparts of the former Soviet Union and easopean countries which dismantled the
communist institutions and built capitalist couesriovernight, China took a gradual way to
reform its institutions. It is what Deng Xiaopirntfpe engineer of the reform, described as “cross
the river by touching the stepping stone.” While tehock therapy” transition has turned out to
be traumatic in many Central and Eastern Europeantdes, China’s gradualist transition has
led to steady economic growth and a significanticéidn of poverty.

Gradual in format, the reform in China has resuliagrecedented changes in the Chinese
society (Yang, 2004; Ma & Wu, 2005; Naughton, 1928807). During the reform, there was a
decentralization of both power and responsibil&g. a result, local governments gained more
autonomy and became “entrepreneurial” to fulfile thecentralized fiscal responsibilities (Lin
and Liu, 2000; Wu, 2003). Rapid urban expansiothaturban fringe has encroached on vast

! Neoliberalism was proposed by Hayek, an Austriaifopopher, as a utopian ideology of the optimathamism
to socioeconomic development with entreprenewdlf;reliant individuals competing in open and wulated
markets, liberated from any state intervention. Ibeoal reasoning believes that the market funciorre
efficiently in resource allocation and individualgl be more competitive in the market if they aedf-reliant
(Brenner and Nik, 2002; Harvey, 2005; Peck, 2008grefore, the state should be lean and only “jiei
institutional arrangements that favor private propeghts, rule of law and the free market” (Hayy2009).



amount of farmland, enabling massive housing dereént projects. With the emergence of a
housing market, state-provided housing has inanghsibecome a residual sector (Wang and
Murie, 2000). A consumer revolution brought Chinesmsumers a freedom inconceivable
during the pre-reform period (Davis, 2000). At tkame time, there has been significant
retrenchment of the socialist welfare system amlismantling of the “iron rice bow!” (Leung,
1994; Li and Wei, 2010). Not only has the rigid wahplanning been significantly relaxed; the
danwef system’ is no longer able to dominate all aspeétsrban life. The majority of urban
employees are working outside the state sectotgydmngsonal wealth has increased together with
the emergence of the urban poor. Individuals atea&gd to internalize the neoliberal ethos to
be self-governed and self-reliant subjects (Ton#4)9). All these stories seem to suggest a
convergence of Chinese cities with those in neddilbmarket economies as David Harvey (2005)
claimed in his well-cited workA Brief History of Neoliberalisirthat “China, we may conclude,
has definitely moved towards neoliberalization #melreconstitution of class power, albeit ‘with
distinctly Chines characteristics” .

Apparently for Harvey, China is one of the versiafighe increasing globalizing ideology
and practice of neoliberalism. Is it true that Ghia not exceptional but a manifestation of the
global neoliberal turn as the convergence thesslipis? However, Ma and Wu argue (2005)
that the linear, causal, simplistic and essentialmdition of socialist transition masks the
complex reality of cities. There is still controggras to whether China has indeed put on the
neoliberalism straightjacket. It has been obsethatl governments of all levels are still directly
involved in the sectors of the economy which thdginc are strategically important and
significantly shape the society, especially durthg 1990s (e.g. Bray, 2005; Pei, 2006; Chan,
2010; Huang, 2011). During the reform, the oncélyigaudable model of “developmental state,”
or “local state corporatism,” in which the local vgonment actively cooperated with
entrepreneurs to promote local economic developnmettie 1980s (Oi, 1995; Whiting, 1999;
Chen, 2004) and “growth coalition” in which locabwggrnment nurtured property developers
from 1990s onwards (Zhu, 1999), as well as theigters biased treatment of domestic and the
foreign firms show more, instead of less local goweent involvement in the economy than
before the reform (Huang 2003a, 2003b). Some schataade mild arguments that the

ZIn urban China, there are four types of workpld@®the private sector, (2) the collective sectd),state
enterprises, and (4) state institutes and agentheswork-unit lanwe) refers to the third and fourth types and it
also covers some large collective enterprises 1886).



entrepreneurial city is rather a state projectquermarket imperative) and neoliberalism works
as an exception (as opposed to a general govetaaigology) in the Chinese context (Wu,
2003; Ong, 2006), while others made a more categiodlaim that China is by no means
neoliberal(e.g. Nonini, 2008).

The aforementioned studies mainly focus on the gingnbehavior of local governments and
individuals. They did not pay enough attention e social and spatial consequence of the
ongoing reform. One of the important social congeges observed in those post-socialist
countries following neoliberalism principles is isak inequality in households’ wealth (e.g.
Hamilton, 2005). While the gradualist way was pibve be successful at the beginning, studies
have shown that private wealth disparity has beereasing since the reform in China (Li and
Zhao, 2009; Meng, 2007). Around this question, ghier another debate on whether the old
socialist elites or the new market elites benefirenfrom the transition (Walder, 1994, 1996;
Nee, 1989). In other words, they focus on who ghimere during China’s transition. However,
this strand of literature does not pay adequaenttin to questions such as “who lose during the
transition?” Furthermore, they largely neglect gdaimplication of China’s transition. Who
have the right to the city? Which part of the cityhat are the dynamics of urban space and
social transition?

Housing allows a good analytical lens to study @hnransition towards a market-oriented
development trajectory. It is argued that housgi@mbedded in both locality as a socio-spatial
structure and in the institutional structure ofistc It is also closely related to the market and
the state (Kemeny, 1991). At the same time, hougng basic need and an expression of
lifestyle of households (Zavisca, 2013). Housingstlinks the state on the one hand, and the
society and space on the other. Therefore, theysttithe internal aspects of housing such as
overcrowding, multi-occupation and housing quatignh show the quality of life of households
with different characteristics; the study of théerof the state and institutions in relation with
housing can reveal the broad social dynamics. hEurtore, the study of spatial organization of
different households within a locality can show #uwcio-spatial consequences of the social
processes.

In addition, examining housing during China’s tiéioa can also contribute to the housing
study literature. The existing literature on hogsiis mostly based on advanced capitalist

societies. While housing in transitional econondeswing increasing attention, (e.g. Tuner, et



al., 1992; Hamilton, et al (ed.), 2005), there h&een a lot of studies study on housing in
transitional China. However, they biased towardpesspective. China’s experience is quite
different from those of the former Soviet Union akdstern Europe due to the different
trajectory of transition. Therefore, the study oluking in China can surely enrich the existing
housing literature. Specifically, this study focsism the urban context becau#és “constitute
the essence of ‘modernity’ and that it is in theaur that the basic dynamic of social change can
perhaps be found,” (Kemeny, 1991, p. 5). In addijtibis a fruitful spatial arena to examine whethe
there is “actually existing neoliberalism” in Chisace the neoliberal logic are “interiorized” into
urban policies and the neoliberalism is practicezhroduced, contested and resisted in cities
(Brenner and Nik, 2002)Jessop, 2002; Peck, et. al., 200)rthermore, cities remain to be the
strategic site for negotiating citizenship and abeights, despite of the ongoing globalization
(Castell, 1983; Sassen, 1999; Zhang, 2002). Mogmitantly, in contrast to rural housing, urban
housing in China has experienced significant tramsétion during China’s reform and real estate is
increasingly in the center of the urban economygmernance.

During socialist period before China’s economioref, urban society was tightly controlled
by the central government and subjected to detadedral planning. While urban residents were
generally paid poorly no matter what jobs they wialdng, throughdanwei(work-units), the
state of China was responsible for a wide rangeesburces provision to urban residénts
including cheap public rental housfndhisdanweiaffiliated urban housing system significantly
shaped China’s urban social space and distinctidéfgrentiated the Chinese cities from their
western counterparts: Chinese cities were dividgshdmerousdanweicompounds of various
sizes. Inside the cellul@anweicompounds, people working in the same workplaca® Wving
in the samalanweicompounds regardless of their titles and senesi{iChai, 1999; Li, 2005;
Bray, 2005). Due to the extremely low charge aic#t [z investment in the public rental housing,
the socialist urban housing system was in a vicoyese and hard to sustain (Wang and Murie,
2000).

% The distributive role of the state persists evew,rbut it is mostly confined with the public secémd it distributes
welfare to employees working for the public sector.

* The nature of public rental housing in China dgriine socialist period was quite different fromiabbousing in
the Western countries. Social housing in Westetmutes is a welfare which serves as a way to teldige
resources to the poor. In China, the public rembaising was a wage good provided to all the staigayees
whose wages were set artificially low to serve‘thig-push” industrialization strategy.



Since the early 1980s, the Chinese governmentuashed a series of reforms to introduce
market mechanisms to shed the burden of welfareigpom to the market after the economic
reform. While the reform-minded government claintedbe building a “harmonious society”,
studies show that ironically, China is moving aweym an egalitarian counttyo one of the
most unequal countries among developing countftes iés reform (Khan& Riskin, 1998, 2005).
During the reform, the government terminated daeweiprovided public housing and devoted
in developing a housing market. Housing thus, wasged from a ‘wage good’ with no market
prices to a commodity with values. The homogenetausveidivided sociospatial structure was
also dramatically reshuffled. Wealthy citizens mdwut of olddanweihousing to villas and
luxury condominions, while the urban poor were preegh in dilapidated old neighborhoods. A
small percentage of urban residents with local mrbakou (household registration book)
managed to purchase subsidized affordable housimgrants without local urbahukouwere
excluded from the subsidized public housing andlyiko end up in self-built peasant housing in
“villages in the city® (Wu, 2002; Wang, 2004; Wang et. al. 2010).

This dissertation aims at shedding light on the comg theoretical debates as well as
providing the linkage between government behawgocjety and the urban space by focusing on
the urban housing system during the reform andadtsal and spatial ramifications with Beijing
as an example. This dissertation examines themna@hina’s political, institutional and social
context. Broadly, this dissertation aims at expigrihe nature of China’s socialist transition and
its socio-spatial ramifications. This dissertatarmgues that the social and spatial inequalityes th
consequence of the continuity of socialist insiwios as well as the introduction of marketere
are three goals of this dissertation: t@) clarify the misunderstanding about China’s titams
towards a convergence of neoliberal practit@®ugh examining the housing behavior of
various actors; 2) to contribute to the socialiansition literature through studying the urban
housing system after the housing reform; and 3fytdhesize the micro-level and macro-level
of China housing studies through putting institntoat the center and adding the spatial
dimension to housing studies. Specifically, thissdrtation answers three questions: 1) What is
the behavior of the state in the urban housingesystiuring China’s transition? 2) How do

® In fact, as discussed earlier, China was not altagan as it seemed to be, the disparities ansoeéal groups
were non-pecuniary and thus more hidden duringpthereform era.

® They are special geographical units in China whiehcategorized as rural administratively, buated within
city boundary (Chen, 2012).



different social groups access their housing inrte urban housing system? 3) What are the
social and spatial consequences? In answering thessions, this dissertation shows that China
has not neoliberalized its society and urban spasgpite practices seemingly similar to those in
western countries. Borrowing Ong’s (2006) concegptseoliberal exception” and “exception to
neoliberalism”, | argue that the favored groups exeeptions of the new system, freed from
neoliberal rules in competing urban space. On tinerohand, those devalued and unwanted
bodies (such as migrants, laid-off workers) arel@tbstate protection from market competition.
This dissertation shows that the very practicesastumulation by dispossession” (Harvey,
2003) prevailing in market economies are, ironicgdursued through its institutional legacy (i.e.
danweiandhukousystem) of the socialist period in China.

The rest of this dissertation is structured asofed. The next section of Chapter One
reviews the theoretical and empirical literaturattimspires this research as well as literature thi
research aims to engage in, confront or challeBgsed on the literature review, | provide a
conceptual framework for studying China’s urban ding system. This chapter will end with a
description of data and methodologies. Chapter paots the backdrop of this study through
tracing the historical changes of Beijing’'s urbdrusgture and social stratification as well as
recent social and economic developments in Beijing.

Chapter Three to Six compose the empirical analgkithis dissertation. Chapter Three
examines the changing institutions and the behamagovernment in urban housing system
based on archival materials, news and personatviates with government officials. The
chapter explains the transformation of four mogpanance institutions: thieukouanddanwei
systems which the socialist regime depended orcantinue to function during the new regime,
as well as the tax and urban land system whichigeoshanging incentive for local government
during reform era. Furthermore, this chapter exasiithe behavior of the central state in the
housing reform process. The chapter pays spedehtain to the behavior of local state in
dealing with different types of housing.

Based on personal interviews, Chapter Four exantimeseveryday housing practices of
urban residents such as purchasing a home, reairgppartment, changing residence as well as
resisting urban redevelopment. This chapter ilaies that despite the prevailing neoliberal
discourse, the new regime favors citizens who ltdage relationships with the public sectors. It

carves out exceptions to neoliberalism for them pratects them from neoliberal practices,



allowing them to benefit from “accumulation by disgession”. On the other hand, those
devalued or unwanted citizens are transformednetwiberal subjects to be responsible for their
own housing. This chapter also shows these disaalged citizens are not a consistently silent
victim group: while some disfranchised urban ciizevere more successfully transformed into
‘neoliberal subjects’ ready to be governed/exptbiby the market rules, others who were more
actively resisting neoliberal practices and negdiigtheir right to housing and urban space.

Through examining the aggregated data, ChaptesKliews that the seemingly contingent
individual practices and inequalities discusse@lvapter Four are rather systematic outcomes of
the current regime, which institutionally discrirates against unwanted and exploitable citizens.
Based on a meaningful Beijing metropolitan areas tthapter explores housing inequality
among various social groups within the metropolitaoundary. It exams both the effect of
personal attributes and institutional effects omdmeg cost and housing quality with linear
regression models and housing tenure differencts lagistic regression models. With micro-
level population census data, this chapter not debts the classic models derived from
experiences in western cities, but also examsrdiffees among residents working for public
sectors and those for private sectors.

Viewing spatial dimension as an important dimensadrhousing inequality, Chapter Six
examines whether there is residential segregafidisadvantaged social groups with aggregated
population census data. Furthermore, this chaptes dactor analysis to explore the causal
factors of the concentration of households withdeguate living space as well as the
concentration of households with spacious homeap@h seven summarizes the main findings
and their implications to China’s urban transititine contributions and limitations of this study

as well as pointing out potential directions foiule studies.

1.2 Theoretical Motivation

This dissertation research is motivated by sevbedretical studies and debates. This
section will provide a brief review of these thdaral studies and their implications for my

research on China’s transitional housing systemsadl segregation.



1.2.1 Neoliberalism and the “actually existing nedberalism”

Neoliberalsim is increasingly used to explain tlwditigal and social changes in capitalist
countries after the fall of Fordism. It is geneyalliewed as an ideology, as policy-based
practices, and/or as a particular logic of govemtalgy. While neoliberal political practice has
been criticized as generating pervasive marketurksl, dramatic social polarization and an
intensification of uneven spatial developmentgitsbal reach and overarching power has given
it a global hegemony of political and economicaatility of the time (Brenner and Theodore,
2002; Harvey, 2005; Peck et al., 2009). As a malitand econoimc ideology, it is generally
agreed that the main elements of neoliberalisnmiLagefree market with private property rights;
2) minimal government intervention in market; ang self-reliant, entrepreneurial citizens
(Jossep, 2002; Harvey, 2005; Ong, 2006; Nonini,8208pringer, 2010). As polic-based
practices, neoliberal policies generally involvagiices such as the deregulation of state control
over industry, cuts in public spendingbolishment of barriers to foreign direct investmen
privatization of public services and assets, ratysiocial welfare and limiting the power of the
state (Springer, 2010; Xu, 2011). The overarchiogl gof those policy experiments is to
mobilize urban space both for market-oriented eogoogrowth and for elite consumption
practices, while at the same time controling malged populations (Peck, et. al., 2009). Lastly,
neoliberalism as governmentality is described asassemblage of rationalities, strategies,
calculations, technologies, and techniques thatitite governance at a distance (Barry et al.
1996; Ong, 2006). Neoliberalism in the sense ofegomentality is therefore encouraging both
institutions and individuals to conform to the narof the market (Jessop, 2002).

The neoliberal ideology depicts neoliberalism as®@mmipresent, hegemonic force. However,
there is growing scholarship which is beginningyteestion the ubiquity of what Spake (2006)
calls “the big N” neoliberalism. Spake argues theters have assigned the big N neoliberalism
too much diversity which requires a set of deswgtluties. In the face of this problem, some
scholars suggest that it is necessarily contextuwatibedded and path-dependent (Brenner and
Theodore 2002; Brenner and Nik, 2002; Peck, et28l09). The actual practices vary across
nations, regions and cities as mutable geohistoecdicomes, embedded within national,
regional, and local process of sociospatial trams&ion. Therefore, Brenner and Theodore
(2002) suggest that scholars should pay attentidhé “actually existing neoliberalism” within

local contexts.



There has not been agreement on whether Chinaoltb@&l now. Some scholars believe
that China is a neoliberal county after its ecoroomgform. Judging by the making of the
working class and the capitalist class, the comfreadion of land and housing, as well as
economic structure, Walker and Buck (2007), Ko(28i09) contend that China “has passed the
point of transition to a predominantly capitalistier, and it has followed a path not so distant
from those of Europe and North America.” In a $mivein, Harvey (2005) argues that
neoliberalism requires a large, easily exploited] eelatively powerless labor force, then China
certainly qualifies as a neoliberal economy, albeith Chinese characteristics’ (2005: 144).
For Harvey, China is certainly moving along thelimwal line although still under authoritarian
state control. Abandoning the view that China’s libesalization is a natural part of
neoliberalism’s global expendition, Wu (2010) argubkat neoliberalism in China served as a
system of justification and legitimization for thegime in the face of the failure of Mao’s mode
of economic developoment. Although the functionioigneoliberalism in China is largely
concealed beneath the edifice of China’s specditddions, Wu (2010) insisted that the market
dominance, rather than the “retreat” of the staigicates that China is undergoing a process of
“neoliberalization.” The pillars of the socialisbwgerning structure -- the party-state, the work-
units system and household registration -- weraslaken by marketization forces after China’s
economic reform (Wu, 2002).

From a governmentality perspective, Ong (2006) siewgoliberal practices in East Asian
countries (outside China) as more conditioned amdicgent, tied inextricably to the exceptions
to neoliberalism. She argues that the spaces @péwn such as the export zones are shaped by
elastic, migratory zoning technologies through whstates "carve up their own territory so they
can better engage and compete in global market.thAtsame time, migrant laborers were
treated as exceptions to neoliberalism, preventiregn from enjoying the gains of the free
market. From a structural perspective, Lim (204I3p views the uneven and spatially confined
opening to global market as an evidence of nedllqmactice in China. For Lim, the variegated
neoliberalization is a precondition rather than aternative to "socialism with Chinese
characteristics.” He argues that the “actuall\s#ng neoliberalism” in China’s policy-making is
necessarily intertwined with its national strateqy create “socialism with Chinese
characteristics.” The state strategically uses@grpphically uneven development strategy to

juxtapose the neoliberal logic and SOE dominance.



Taking the other side of this debate, Nornini (20@&ues that guanxi (personal connections)
are the key to understanding the “actually existiegeryday practices of China’s market
socialism. It is echoed by Wang and his colleag(2812) observation that large developers,
created out of former state owned public housingstroction companies, had significant
advantages in the acquisition of land, negotiafamplanning and design standards as well as
access to potential buyers and the market. Furthrernunlike the ideal neoliberal individuals
who are rational, self-interested market actorsin€e individuals are embedded in guanxi
relationships. Due to the glarring lack of nealddeslements, Nonini claims that “China is not
becoming ‘neoliberal’ in either a strong or weaknse nor undergoing a process of
neoliberalization, but instead shows the emergerican oligarchic corporate state and Party”
(Nonini, 2008, p. 145). In accord with Nonini, Xd0l11) argues that the limitation on state
intervention is a core idea of neoliberalism, whleina’s practice is arguably against it. What
China constructed, Xu contends, is a "highly digdmarket in which political power and state
intervention helps the privileged few to benefit”.

Some other scholars take a more eclectic view oh&# reform and transition and
emphasize the partial embracing of neoliberalisf@ma. Liew (2005) argues that the state of
China neither wants to nor is able to fully engageeoliberalism due to three main reasons: 1)
the persistent and far-reaching power of the Cain@e Communist Party) made it possible to
retain the dominance of SOEs to prevent seriousalsalisparity; 2) the CCP successful
reinvented itself by co-opting the new social strat wealthy and potentially powerful new
groups of the entrepreneurial class; and 3) theralegovernment had a hard time enforcing
market rules at the local level (Liew, 2005). Buling the same line, Ma (2009) remarks that
China’s capitalism is "on a strong but flexible d6& held by the CCP. Fligstein and Zhang
(2011), Peck and Zhang (2013) claim that Chinaagitalism with “Chinese characteristics.”
Other new terms such as “neoliberal developmemdligAnagnost, 2004) and “state
neoliberalism” (Chu and So, 2010) are coined terr& the partial embracing of neoliberalism.
However, | would argue that these tactical tropeghinconveal the foundamental patterns of

nl

China’s transition. Judging by the “three self-cdahce™ and the anecdotal “seven non-

" It refers to “self-confidence about the theong thad and the institutions of socialism with Clsiaeharacteristics”
proposed by the new leader Jinping, Xi. obtainedugh: “Confident in three self-confidence: marchon the
Chinese road firmlyhttp://theory.people.com.cn/n/2013/0531/c49150-2043 .html
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talking”®

proposed by the new leaders after the Eighteerghting of the National People’s
Congress, the Chinese government continues tcetighie control of the Chinese society.

Overall, for those who take the side that Chinagsliberal, while noticing the deviations of
China’s practices from orthodoxy neoliberal idegloghey put all the deviations under the
umbrella of “neoliberalism with Chinese charactiess” With such an escape clause, they risk
obscuring presentations and fundamental charattsrid/ore importantly, these scholars tend
to take a birds-eye view to emphasize the structlvanges in China’s economic sphere. With a
few exceptions (e.g. Ong, 2005; Ong, 2006), theaben of individuals on the ground are
missing from their analysis. As a result, whileytmotice the increasing social inequality in
China, they take it to be a necessary consequemnaeotiberalism as happened in other market
economies. At the same time, they do not pay aategattention to the practices that persisted
during the reform era.

Studies taking the side that China is not neolimrain any sense predominantly focus on
economic realms such as SOE restructuring, forgigestment and so on. Little attention has
been paid to the social sphere such as the rastingtof the housing system, which has
significant impact on ordinary citizens’ daily life In addition, these studies tend to over-
emphasize the informal and sporadic and anecdotaitipes of those with power @uanxi
which break the maket rules to achieve personaisgaiThese studies do not pay adequate
attention to the institutions and more systematactices which reflect the underlying structure
of the transition in China. Therefore, insteadcafling to examine the “actually existing
neoliberalism,” | propose that we should take otep vack and pay attention to the “actually
existing reform” in China which might lead to a teetanswer of whether or not China is

embracing neoliberalism.

1.2.2 Socialist Transition

The most dramatic and probably traumatic socigistsitions happened in the former Soviet
Union and eastern European countries. Those cesnised the “big bang” approach to destroy
the Leninist one-party-state societies overnigtlthvihhe aim to provide the preconditions for a

more balanced and effective market economy (Liebaret. al., 1995; Aslund, 1995; Brezis and

8 It is widely disseminated at the internet thatraarnal document: a notice about current ideoléggyed by
General Office of the CPC Central Committee fottiigher education institutions to talk about unie¢rsalue,
freedom of the press, civil society, citizen rightistorical mistakes of the CCP, power capitalistdependent
judicial system. Obtained throughttp://www.rfa.org/mandarin/yataibaocdao/kejiaowed$102013112922.html
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Schnytzer, 2003). Following the Washington Congsnshe state monopoly of the economy
was replaced by private property rights and theiisnone-party rule was replaced by multi-
party parliamentary democracy (Szelenyi, 1996). e\, this “shock therapy” did not lead to
fast growth as expected, following a brief “traimsial recession” (Bradshaw and Stenning,
2000). On the contrary, the economy plummeted forodonged period of time in most of those
former socialist countries (Stiglitz, 2002). Ind#n, the privatization process seemed to
benefit socialist elites more as insiders (Rol&uf)0).

While avoiding a sudden economic plummet, the gaéistureform in China has also
created income inequality and wealth concentratioa few hands (Nee, 1996; Khan & Riskin,
2005). The booming economy promoted by the refpwticies during the reform era has
generated a growing number of the urban middlesadasthe one end of the urban spectrum who
create the niche market for urban-based capitalmaatation. On the other end of the spectrum,
it was seen that the number of urban poor is asseg: While there is a consensus on who are
the losers during China’s transition (Wang, 2000y,V2004), there is no agreement whether
business elites gained more through playing imtlaeket or socialist elites gained more through
their political power and connections.

Perhaps the most influential group of sociologiiakature on the transition economy has
been the “market transition debate” literature (Band Logan, 1996; Nee, 1989, 1991, 1996;
Rona-Tas, 1994; Walder, 1996). This literaturebislt on Szelenyi’'s (1978) argument that
redistributive and market mechanisms produce couaitang effects on social inequality. While
both sides agree that inequality will increase dtaercourse of the transition, no consensus has
been reached on which group gains more (Waldei§)19%he market transition theory predicts
that market coordination will replace the sociaditgtte in resource allocation. It contends that the
transition will eventually undermine the power amtompanying economic gains of state cadres
and shifts power and new opportunities to direcdpcers and entrepreneurs, who were in a
disadvantaged position in the socialist redistiusystem (Nee, 1989). The state cadres may
retain their privileges during the transition, whionly reflects their technocratic competence
(Nee, 1991) or their advantages in social netw@fksa-Tas, 1994). This theory thus predicts
rising income returns to human capital relativgaditical capital as the labor market develops.
The power persistence hypothesis, on the other,h&tates that the market reform retains or

even reinforces the cadres’ privilege during thengition because they are holding strategic
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positions (Bian and Logan 1996), which enable thenmconvert their political capital and
connections to economic gains (Rona-Tas, 1994)n Biad Logan (1996) argue that the
persistent power of the cadre is the fundamentalae for the income inequality during China’s
transition (Bian and Logan, 1996).

Another significant discussion on socialist traisitwas the property rights redefinition and
clarification among various actors (Walder, 1994Jlearly delineated and enforced property
rights are usually viewed as fundamental to a ntaekenomy to help reduce uncertainty and
externalities in the market (Coase, 1960; Dems&®f7). Economists argue that private
property rights provide an incentive to maintaind amse assets effectively because of the
potential market rewards (e.g. Rose, 2004). Theeethe final solution of the problems lies in
clarifying property rights (Bertaud and Renaud, 4)990n the other hand, based on the study of
Transylvania, Romania, Verdery (2004) shows thesfiamation of socialist property relations
does not necessarily create “good” because propsrtfirmly embedded in local social
relationships.

The property right transition in China has alsorbeebjected to wide study. Some argue
that ambiguous property rights derived from gragnalin the reforms has led to an inefficient
allocation of development resources, particulaalyd (Ho, 2001, Zhu, 2002, 2004; Lin, 2005).
The underlying assumption of these studies isghaatization and private property rights are a
panacea for all society. Without any considerationthe particular history and culture that
property rights are embedded in, these studiessomplify the property rights transition
trajectory and the solution to the problems inphecess. In my dissertation research, | follow
Verdery to view property rights as “simultaneouslgultural system, a section of social relations,
and an organization of power,” all of which “conogéther in social processes” (Verdery, 2005).
This disseration examines how the socialist legedyousing as a wage good and perception of

the property transition influence the practicesidifan residents in terms of their housing choices.

1.2.3 Accumulation by Dispossession and Housing Wta

“Accumulation by dispossession” coined by Harve@Q2) refers to the ongoing process
of what Marx called as “primitive accumulation.” oldberalism as an instrument
of "accumulation by dispossession” is believed troarisfer assets and channel wealth and
income either from the mass of the population towtie upper classes or from vulnerable to

richer countries” (Harvey, 2003). In his earlierhiwoHarvey proposed three circuits of capital
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accumulation, among which capital was spatiallxé@l” in the built environment in the second
circuit of capital accumulation. It provides anigfnt way to absorb the over-accumulated
capital and enlarges the system of accumulatiomvgya 1985, 2003). In this dissertation, | link
Harvey’s “spatial fix” thesis with “accumulation ldispossession” and examines the social and
geographical implications of the “spatial fix” asvay of “accumulation by dispossession” in the
context of Chinese cities and explore the differapthanism from that of the capitalist society.

In contrast to Harvey's work on the production asp¥ capital movement, there is another
strand of studies which focus on the consumptida and study the inequality of housing wealth
in socialist and public policy literature. In adyof housing stratification in the U.K., Rex (1971
proposed “housing classes” to analyze the strugnfiesfferent groups with different power in
the housing market. Inequality of housing wealte haen viewed as an important dimension of
racial and ethnic stratification in social studi@slippen, 2001). Studies show that the
accumulation of housing wealth by minority groupsmuch less than their white counterpart
(Oliver & Shapiro, 2006; Flippen, 2004; Krivo & Kaman, 2004).

In the context of China, my dissertation reseairoisaat making a connection between the
studies on the production of urban space followtimg Marxist line with socialist and public
policy studies on unequal housing wealth accumutatithrough putting the consumption
guestion into a spatial and institutional frameworke gradualist reform in China not only
ensured a rapid economic growth but lead to a mndef over-accumulation during the
transition due to the constraints on investmentobes. The booming property market provided
an excellent outlet for investment. On the othend) after more than three decades of economic
reform under the slogan of “letting some people gt first,” a small proportion of people
accumulated sizable wealth. Probably the mostrighecess of "accumulation by dispossession”
in urban China is the expropriation of rural lanttlaurban redevelopment (Tan et, al., 2005;
Song, et, al., 2005; He & Wu, 2005; Tian & WongpP2pthrough which capital is fixed in the
built environment. At the same time, it has resliltemany disputes which attract wide attention
from both public media and academic inquires (HO0Z2 Ho & Lin, 2003). Less
confrontational and thus more neglected (with a éaeeptions such as Li, 2007) is the demand
side of housing consumption and wealth accumulatibime consumption side of housing wealth
accumulation may not fit seamlessly in the conoépiarvey’s "accumulation by dispossession”

because it does not directly reduce the meanshefr@t However, | argue that the consumption
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of housing provides a most desirable way for thegibd capital to accumulate wealth, while
excluding those "have-nots” from both reaping hogsielated benefits and accessing desirable
locations and facilities. In this sense, "accumatatby dispossession” is relevant to the

accumulation of housing wealth in Chinese cities.

1.2.4 Urban social space

The earliest and the most well-cited model depictime pattern of urban social space is
Burgess’s concentric zone model (Burgess, 1925)s Thodel follows the neoclassical
economics logic and frames urban social space ist&e countries as fragmented by concentric
zones with people of different socioeconomic attidés, races and ethnics becoming
concentrated in particular zones as a result of psition, invasion and succession. The
underlying assumption is that all those social geoware economically rational. And the
institutional constraints have no influence on theices of social groups, especially the group
with market resources.

The political economy approach explains the tramsé&dion of urban social space by
examining the underlying socioeconomic structurer example, Harvey (1973) argues that the
spatial patterns in urban residential structureaikhbe regarded as the geographical expression
of structural conditions within the capitalist ecomy. He further articulates this framework by
identifying three circuits of capital, in which tlever-accumulation in the first circuit can be
temporarily solved through switching capital flowso the secondary circuit of fixed asset and
the urban built environment (Harvey, 1985). Therefsuburbanization and gentrification can be
attributed to the “spatial fix” in the suburb aratdr in the inner city provide solutions to the
under-consumption problem to sustain an effectemahd for products and thereby facilitates
the accumulation of capital (Castells, 1977; Snii996).

In contrast, institutional perspective argues tthegt sectorial and locational switching of
capital can only be achieved through the behavfovamious private and public institutions.
Studies have shown that financial institutions pdayimportant role in determining who lives
where, as they regulate the flow of money into hbesing market (Murdie, 1986; Jones and
Maclennan, 1987). In some cases, real estate ggmobugh their gatekeeping role, try to
maintain the social status of a neighborhood. diiiteon, government policies can also influence
the operation of housing market and thus influeresdential differentiation. Overall, these
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competing views on the production of urban spaeepaedominantly based on experience in
market economies.

During China’s economic reform, the newly creatasdtuse rights together with the
freedom of urban residents to purchase housingeatiiarket has had significant implications for
China’s urban spaces (Zhou and Ma, 2000; Gu et2@D6; Feng et al., 2007, 2008). The
existing studies are mostly descriptive and pasitiwith little consideration of theories
developed in the western countries. With China imgpwowards a market-oriented society, it is
meaningful to examine to what extent theories basedieveloped countries can explain the
changes of China’s social space. In addition, wbiat are the government and institutions, such
as hukou and danwei from the socialist era as agthe new market playing in reproducing the

urban social space throught the new housing system?

1.3 Literature Review

1.3.1 Changing behavior of local government

Kemeny (1991) argues that the state should notdaed as a passive black box through
which social power is exercised. Rather, the stateand does act autonomously in pursuit of its
own vested interests in wider society. The advanwaguitalist countries have experienced a
transition from Fordism mass production to postek@n flexible accumulation, from the
Keynesianism welfare state to a neoliberal worki@gime since the late 1970s. During this
course, they saw a shift from government admirisinato partnership-based governance
(Jessop, 2008). The role of urban governmentseshifom the provision of welfare and services
to fostering and encouraging local growth and eatnaevelopment (Hubbard and Hall, 1998).
Logan and Molotch (1987) use the analogy of “growidichine” for the entrepreneurial cities in
which local governments form informal coalitionghvprivate interests.

In the Asian context, from an institutional pergpes; the “developmental states” theory is
used to explain the behavior of local governmehe €oncept of “developmental states” takes a
contrasting view of the state compared to the “apreqy state” concept implied by the rent-
seeking and public choice theories. The main chtaratics of development states are the state
capacity in promoting growth and the strong intBoscbetween state bureaucracy and economic
and societal actors. The most cited examples aéldpmental states are the newly industrialized
economies (NIEs) especially in East Asia and S@shAsia (Douglass, 1994).
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In China, after the economic reform, the combimatef new market elements and
decentralized state power has given rise to thegr@neurialism in China’s governance as their
western counterpart (Wu, 2002). Especially, theoshiction of a fiscal contractual system in the
1980s decentralized fiscal power and granted Igoaérnment great freedom to use their “extra-
budgetary revenue” (Wong, 1991; Naughton, 1995)is ®taling-down of decision-making
provided local government incentive to behave tikeustrial firms” to promote local economic
development (Walder, 1995). The 1994 tax and fisellrms established a tax sharing system
with the aim of recentralizing tax and fiscal authypoto the central state, especially revenue from
industry (Wong, 1997). A significant result of tHiscal recentralization was the hardened
budgetary constraints facing most localities, whsttifted their interest to promoting projects
related to land and property development (Duck&86; Zhu, 1999; Wu, 2002; 2003; Zhang,
2002).

Political science scholars have debated whethesttite is becoming a “helping hand” in
China similar to those in East Asian developmesitaies, or whether it is increasingly becoming
a “grabbing hand” as the predatory states in Af(eag. Oi, 1995; Pei, 2006). Some scholars
borrow the “growth coalition” or “growth regime” ocepts for the analysis of the political
economy of urban development in the transitionbbarChina (e.g. Zhu, 1999; Zhang, 2002).
They argue that China’s urban growth coalitione afong with the transformation of local states
into post-socialist developmental states that pursareasing local revenue through aggressive
economic growth, particularly through land devel@min(Zhu, 1999). However, observations
show that while private business groups have obthpower to drive the growth machine during
the reform era, they are still politically weakeé€onomically strong. In addition, communities
still only have a weak voice both economically galitically, and thus play a less important
role in the coalition (Zhang, 2002). These findirngsllenge the explanatory power of the US-
style regime politics in transitional China.

Based on studies of local states’ behavior in priimgdocal economic development in the
countryside, Oi (1995), Whiting (2000) and Chen020show that fiscal decentralization has
provided positive incentive for local governments gromote rural industry development.
Decentralization is the key institutional factomathmade it possible for local governments to
determine localized policy agenda and stimulatedféihmation of local pro-growth coalitions in

Chinese cities (Zhu, 1999; Zhang and Fang, 2004adtition, the evaluation system which tied
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up local cadres’ career advancement with econoneeldpment provided them a strong
incentive to protect local industry in the advees&ironment with ambiguous property rights (Oi,
1995; 1999; Whiting, 2000). On the other hand, 606) contends that decentralization has
changed China from a centralized predatory to a&mtealized predatory state, in which local
states tend to be rent-seeking at the expensedofany citizens. However, without examining
the institutionally defined incentive and consttainfacing local states, this argument
oversimplified the behavior of local states by asslg the necessary predatory behavior at the
expense of ordinary citizens.

Overall, these empirical studies show that the ghmgnbehavior of local government during
China’s transition does bear certain resemblandbef western counter-parts in that it is pro-
growth and entrepreneurial. The theories develapethe western countries can potentially
provide us useful perspectives in explaining themaaisms of the behavior of local government
in the new environment. However, we should alsacéeeful about using them in the China
context. In addition, the dichotomy views of losshtes as "helping hand” vs "grabbing hand”
fail to capture the dual responsibilities of thedbstates for welfare provision and development
promotion.

In addition, the role of local states is not staltiés important to provide an updated view of
the changing role of local states with regard ® ¢bnstraints and opportunities they face, the
negotiation between the central state and the lsted¢s as well as between the local state and
urban residents. Zhang (2002) points out that Céioaal coalitions do not form within a liberal
democratic system as in the US. Important locaiciafs are usually appointed rather than
elected; as the key stakeholder in local coalitiahey are still held accountable to their
superiors and the central government.

Furthermore, most of the studies on the changirftalier of Chinese local government
focus on rural China. Recently, attention has beed to the transformation of China’s urban
land system, in which local government has beeagtie in promoting property development
(Zhu, 2005; Hsing, 2010). However, insufficienteation has been paid to the changing
behavior of government in the transitional urbandmeg system. One goal of this dissertation is
to examine the local government’s behavior in hogigirovision and the consequent housing

inequality caused by the changing housing systeantian China.
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1.3.2 Housing inequality

Housing inequality in Western cities has long baefocus of social sciences. Empirical
evidence documents that minority households, ealpgtilack households, are less likely to own
homes and the value of housing property they owgergerally lower compared to their white
counterparts’ (Jackman and Jackman, 1980; Hort@2;1Rrivo 1995). In addition, minorities
are less likely to access housing in communitigh Wigh values and high levels of appreciation
(Massey and Denton 1993). Most early work try tplax these glaring housing inequalities
within the rubric of a neoclassical economic thedilyey find that racial and ethnic inequality is
mostly a reflection of intergroup differences incame, values and microeconomic
characteristics such as age, education, maritalsstand number of children (Alba and Logan
1992; Flippen 2001). Based on this point of vidwe life-cycle thesis states that homeownership
and housing quality is closely tied to individudig-cycle characteristics (Alba and Logan 1992;
Krivo 1995; Rosenbaum 1996). Drawing on the nesatas economic perspective, the spatial
assimilation model (Massey and Denton 1993; Flipg&®01) posits that immigrants, who
usually enter at the bottom of the occupationati¢éad would experience upward mobility and
over the time and they would seek to translatceHabor market awards into improved home
equity.

While the microeconomic explanations seem appealmgearchers have found that
structural factors greatly limit minorities’ housgiroptions, supress their homeownership rates
and negatively affect the potential appreciationtteir homes (Jackman and Jackman 1980;
Oliver and Shapiro 1995; Yinger 1995; Myers and @h@996). Evidence shows that minority
households are discriminated in the housing maakediach stage of the process of becoming
homeowners, from home searching to financing themes (Farley 1996; Massey and Denton
1993; Ross and Yinger 2002). Steering, redliningd ather forms of mortgage-lending
discrimination make it more difficult for minoritigouseholds to access those communities with
better quality dwellings and amenities, such asdegqaality schools, parks, and so on (Massey
and Denton 1993; Oliver and Shapiro 2006; Flipp@0d1b). In addition, studies show that
historical barriers, what Oliver and Shapiro cadl ‘aediment effect’ to homeownership for
blacks, continue to impede their potential to gateehousing wealth (Krivo and Kaufman, 2004;
Oliver and Shapiro, 2006).
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After the sudden transformation of Eastern Euromeahthe former Soviet Union, there was
massive privatization of public assets, includifg tpublic housing. What used to be an
entitlement had been transformed into a fortunewéier, due to the legacy of the socialist
housing system, the past housing inequality coetinduring the privatization since the best
housing units were occupied by the former nomenkdatind apparatchikes who could benefit
from the privatization. In contrast, those who werghe waiting list in the socialist housing
system were totally excluded from the opportunitypeing homeowners through privatization
(Struyk, 1996). Zavisca (2012) finds that factoushs as economic resources, occupation, and
education which are important in western capital@intries are not statistically significant in
obtaining homeownership in Russia. Rather, thatioaél negative view on mortgage makes a
housing regime “property without markets”, in whiblousing is privatized but incompletely
commodified in Russia. With a housing market irHtlidding, it is interesting to see whether
housing inequality is also similar as that in westeties and what are the differences between

that of Chinese cities and other post-socilisesiti

1.3.3 Residential differentiation/segregation

Residential segregation has significant spatialifieations and is viewed as a key aspect of
social inequality (Charles, 2003). Where peoplee lizffects their proximity to good job
opportunities, educational quality, safety fromnwi as well as the quality of social networks
(Jargowsky 1996, Wilson 1987). Massey and Dent@®@93) contend that social segregation is
fundemental to the status of black Americans aedtigin of the urban underclass.

There were three competing explanations of theigierg of residential segregation even
after the passage of the 1968 Fair Housing Acthim éxisting literature: 1) differences in
socioeconomic status, 2) personal preference, andis8rimination. The spatial assimilation
model assumes that minority groups generally hagilosocioeconomic status which leads to
their residential segregation from whites, and @feee accumulate less wealth compared to
whites (Oliver & Shapiro 1995). However, studiesirid that blacks do not get the expected
payoff even with improved social class states. larrhore, quite contrary to other groups, the
blacks are even penalized for owning a home bectigselual housing market restricts black
homeowners to more segregated and less afflueghlb@ihoods (Massey & Denton 1993;
Logan et al. 1996).
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Behavioral perspective rejects the assumption efftlly rational “economic man” used in
neoclassical models. Instead, it supposes thatlpemmose their residence with incomplete
information and based on their aspiration level aalisfaction. According to behavior
perspective, residential differentiation can bensag an aggregation result of people’s choices.
Behavioral approach emphasizes household charstatsraffecting residence choices, such as
age or life cycle (Rossi, 1955). Other factorsudahg things such as preference and residential
satisfaction are also found to influence househakesdential choices (e.g. Brown and Moore,
1970). The behavioral approach admits the existeh@mnstraints in people’s spatial choices,
but it views them as an exogenous structure. ThHeberal approach claims that ecological
fallacies often occur when inferences about indigidoehavior are made from aggregated data.
Therefore, it usually uses individual or micro-leviata. However, an obvious weakness of
studies on residential differentiation with the &eloral approach is that it overlooks the societal
and structural constraints on human behavior.

Some scholars attribute the persistent residesggtegation to racial prejudice (Bobo &
Zubrinsky 1996, Logan et al. 1996, Massey & Dent®93). Yinger (1995) finds that Blacks
and Hispanics are more likely to get poor serveedénied to access housing and to be steered to
segregated neighborhoods. In addition, Blacks anspdtics are experiencing persistent
discrimination by financial institutions (Dedman98B; Yinger, 1995). Therefore, their
homeownership rates are lower than that for whated they are less likely to live in white-
dominated suburbs. As a consequence, minority gr@up mired in neighborhoods with high
rates of unemployment and crime, poor schools d@herocial services, and low home values
(Massey & Denton 1993; Jargowsky 1996).

In terms of methodologies for studying residergegregation, the descriptive tradition of the
early human ecology studies has gradually beeracegdl by studies with quantitative methods.
Many one-dimensional measurements of social setjoegdave been developed, such as
interaction indexes (Bell, 1954), dissimilarity (Bzan & Duncan, 1955) and Gini index (White,
1986). Massey and Denton (1988) later developedeaaikis measurement, including evenness,
exposure, concentration, centralization, and clugje With the development of more
sophisticated statistical methods and GIS techrylogpre recent studies incorporate spatial

dimensions into the previous aspatial studies (Mo1©91; Wong, 1999; Dawkins, 2004).
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Different from capitalist cities, Socialist citiggesented homogenous sociospatial patterns.
After the housing reform in China, the urban sosdce consisting of cellular and homogenous
communities was transformed by the emergence of foems of communities. Residential
enclaves such as gated communites accomodatindnybkatiseholds and “villages in the city
(chengzhongcyh concentrated by migrant populations are emergsognetimes side by side in
large cities (Ma and Xiang, 1998; Huang, 2005; V2002). With a gradualist approach to
transforming its society, Chinese cities expressaie complex picture than either socialist or
market economies with the new layer of social stm&ccaused by market forces laid on top of
the socialist layer. While educational attaimentd ancome are increasingly related with housing
inequality and residential segregation, Li and VZO08) argue that residential segregation in
China is not solely a result of market forces, ibgtitutional. In addition, unlike Western cities
where racial segregation is a salient and pergistierension, Chinese cities lack this dimention
(Huang, 2005; Li and Wu, 2008). In recent yeansdists on the urban social structure of various
Chinese cities have increased (Chai, 1999; Gu dmahg; 2003; Gu et, al. 2005; Shen, 2005;
Feng, 2005; Feng et. al., 2007). Some studies pagtdcattention to residential segregation in
Chinese cities (Huang, 2005; Li and Wu, 2008). €hbedies of research contribute to the
understanding of urban social restructuring in @hgiring the reform. However, these studies
have several limitations. First, due to data camsts, some studies use district-level data, which
are too crude to show a meaningful picture of rsicl segregation (e.g. Huang, 2005). Second,
using administrative boundaries instead of fun@lanetropolitan area boundaries, these studies
either miss the actual urban residents and thudythamic residential pattern at the urban fringe,
or include a large agricultural population, who areler a different institutional regime (e.g.
Feng et al., 2007, 2008). Third, these studies Ijnosed global statistical models which failed
to show the reginonal variations of factors thatluence the urban social structure and
residential segregation. These regional variatioften times are directly related with the
institutional arrangement and spatial developleticges. In addition, using only one residential
segregation axis while missing other dimension$ agconcentration and cluster. Last but not
the least important, while recognizing socialisstitututions as important factors in housing
inequality and residential segregation, very fewdss differentiate residents working for public

sectors from those working for private sectors.
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1.3.4 Literature on Chinese housing

The uniqueness and complexity of the transformagimotess in China’s urban housing
system have been subject of a wide range of iregiin social sciences, such as geography,
sociology, and urban planning. In the existingéitare on urban housing in China, there are two
main perspectives: 1) studies on housing reform lamgsing policy at a macro level, and 2)
studies on housing behavior and residential mghalitmicro level.

The first strand of studies describe and analyegthcess of housing reform (Chen and Gao,
1993; Shaw, 1997; Logan and Bian, 1999; Wu, 1996,12Ho and Kwong, 2002; Song et al.,
2005, Wang, 2004). These studies are mostly deésai hey document the features distinctive
from those in advanced capitalist economies sutheablS and European countries and attribute
these features to the gradualist reform approadBhima’s urban housing reform. In addition,
some scholars also pay attention to the socialspadial implications of the housing reform at
the macro level, such as housing affordability aredjuality (e.g. Lee, 2000; Wang, 2000; Wang
and Murrie, 2000). For example, Logan and hiseagles (1999) examine the sources of
housing inequality in urban China and emphasizeitflaences of political position, socio-
economic background, and the status of work umtdh@using inequality. Wu (2002a, 2002b,
2004) examines the housing disadvantages of orieydar group of urban poor — rural migrants
-- and conclude that institutional constraints eabin the traditionahukousystem are one major
source of their disadvantage.

With a state-centered approach, some studies fomugbe behavior of local states in the
urban housing system (Walder, 1994; Oi, 1995; Biad Logan, 1996; Lai, 1998; Zhang, 2002;
Huang, 2004). Based on the notion of bringing tlaéesback in, Huang (2004) explains housing
choice within a framework that takes into accourg tole of local governments in housing
production and allocation in the transitional hogssystem. Similarly, Zhang (2002) focuses on
the formal structure of the marketization of thei$iag system and examines the governments’
policy reaction to housing problems. Lai (1998)d#ts housing policy in China from a political
economy perspective and examines the changing igawee in housing sector. More recent
work on China’s urban housing system tends to bogolitical theories, such as urban growth
machine and urban regime theories, as well as ptmsech as neo-liberalism and governance to

explain the China’s urban housing development (201,0; Zhang and Wu, 2008; Lee and Zhu,
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2003; He and Wu, 2009). These studies view Chindian housing system as a convergence of
those in advanced capitalist countries.

In contrast, studies that focus on housing behamar residential mobility at the micro level
normally use household survey data to explore Hanging patterns of housing behavior after
the housing reform. They try to examine whethetdisc such as individual preferences, life
cycle and household characteristics influence mgubehavior as shown in western models of
residential mobility in the market economy duringrket penetration in China. Most analyses
reveal the increase in residential mobility in (Jsa cities since the reform, due to both
individual voluntary choices under market mechasis® well as forced mechanisms such inner-
city redevelopment projects (Chai et al., 2002;2003; Li and Siu, 2001; Wu, 2004). It is
found that preferences and socio-demographic faetie becoming more and more significant in
determining individual choices in China’s trangi@ urban housing system (Huang and Clark,
2002; Huang, 2003a, 2003b, 2004, Li, 2000a, 2020b64; Wang and Li, 2003, 2004; Du and Li,
2012).

However, the emerging urban housing market in Clsimaws features different from the
housing markets both in advanced capitalist ecoesnaind in other transitional economies
(Wang and Murie, 1999). Therefore, one cannol/faitplain the housing behavior in China’s
housing system without reference to its institudloioundation, since the individual behavior is
being reshaped by the institutional transition (kya&004; Chen, 2011). Some studies have paid
attention to institutions in influencing housingequality, especially the persistence of
institutions established during the socialist peridbhey suggest that factors deriving from the
pre-reform socialist system, such as party memigrétukou status anddanwei institution
remain important in determining the unequal acdestousing, although individual choices
according to personal preferences and socio-derpbgraharacteristics are becoming more and
more significant (Huang & Clark, 2002; Huang, 2002804; Li, 2000, 2004, Bray, 2005).
Those working in state organizations and/or withhleir rank, party members, and those with
urbanhukouusually enjoy larger and better quality housingrthrural migrants, as well as
ordinary urban residents (Logan et al., 1999, 280#ng and Clark, 2002; Huang, 2003, 2004;
Huang and Jiang, 2009; Chen, 2011, 2012).

In summary, studies on macro-level housing poliaied their socio-economical implications

attempt to explain China’s changing urban housiygfesn from a top-down, state-controlled
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approach. It is probably due to China’s top-dowmanistrative hierarchy. However, they tend
to neglect the diversity of interests in policy nmakand implementation, which may not follow
the state’s political agenda. In addition, thetestaentered approach views urban residents as
passive subjects of state policies and thus doésatiobute enough importance to urban
residents’ everyday practices in shaping the udyace. Research based on urban governance
framework developed in advanced market economiesrporates more actors to examine the
new urban housing system than does the state-deapgroach. However, they tend to over-
emphasize market forces and market actors. In faatket actors play a much less important
role in China’s political economy of urban develamthan their western counterparts (Zhang,
2002). On the other hand, micro-level studies orresidential mobility and housing choices
based on aggregate data do not pay inadequatdi@itea actors in the housing system. In
addition, they tend to build on a neoclassic ecdnoframework which assumes rational
“economic men” who move and choose their housingoming to their socioeconomic
characterstics.

Overall, the existing literature on urban housingChina has not paid adequate attention to
the spatial dimension of the housing differentiatemd segregation. In addition, these studies do
not use a consistent and well-delineated metrgpolioundaries. Instead, some of them use the
administrative boundary of city districtsas a proxyhich often leads to counterintuitive
findings® (e.g. Feng, et al., 2007, 2008). More importantljth a few exceptions, housing
research on China has not been able to engagedirmake contributions to many ongoing
debates in related social science disciplinesekample, there is an ongoing debate in sociology
whether socialist elites or new market elites biéemebre from the socialist transition (Bian and
Logan, 1996; Nee, 1989, 1991, 1996; Rona-Tas, 19¢dider, 1996). Housing research on
urban China should challenge, extend, and thusidurthe existing empirical and theoretical
studies. Based on a meaningful metropolitan aresdary of Beijing, this dissertation aims at
filling this gap through paying attention to theigue institutional features of the emerging

housing market in China and examining how differaators are involved in housing reform,

° For example, Feng et al. (2007) found that agnicalpopulation was an important social group inrapolitan
Beijing in both 1982 and 2000. Furthermore, theepetage of this factor explained of the total vac&increased
from 1982 to 2000. As urban area with populatiogaging in non-agriculture activities, Beijing mgiaditan area
had agriculture population as significant socialugr is certainly counter-intuitive.
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such as the states (both central and local) anahurgsidents, as well as what are the social and

spatial consequences.

1.4. Analytical Framework

This dissertation takes an institutional perspectivhich argues that the study of urban
spatial transformation should be put in its so@aljtical and institutional context and be studied
in as a synthesizing way. Focusing on the urbambkdialects within China’s urban housing
system, this research aims at clarifying the misustanding of China’s transition and exploring
the nature of China’s reform. In this frameworke thousing system is located at the center
because it links the state, the society (residesutsl) the urban social space, all of which are
embedded in institutions both from the socialigfimee and the emerging market and facilitates
the sociospatial processes to transform the urbaalsspace.

Unlike the globalization and neoliberal discouns®jch argues for “the eclipse of the state”
due to the dominance of transnational forces inldbal economy and the triumph of the market
on the one hand, and the statist approach, whith the state at the center of analysis on the
other, this framework views the state as one ofntlest important actors in the social spatial
processes and examines the changing role of theeistthe new urban housing system. The state
here is not seen as an integrated one, but incloobsthe central state and the local state. Due
to the fact that economic reform has rescaled tage power from the central government to
local governments to a large extent (Fock and W@0@8), this dissertation research focuses
more on the behavior of local state who is direatlyolved in the urban housing system. It is
very important to understand the behavior of trealstates as both a conveyor belt of central
policies and an independent actor in shaping #restormation of the urban housing system. At
the same time, this dissertation also pays attentm the central state’s policies, which
determines the basic trajectory of China’s hougieigrm, because the housing reform was
initiated and carried out by the central governnmikraugh a top-down process.

Although urban residents are subject to many camts, maybe more than those facing
urbanites in Western countries, urban resident€hma are not merely the subjects of state
policies. This dissertation argues that urban esdil are increasingly changing from passive

socialist subjects accepting any rental housingsualiocated to them to active players in the
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urban housing system. The relationship betweenmnitb&n housing system and urban residents is
no longer a static one-way process, but dynamieviay processes.

The pre-reform urban space was an outcome of dzetlaurban planning. And the main
goal of the planning was to facilitate producti@u( 2006). After the economic reform, while
urban planning still played a significant role maping the urban space, the production of social
space was influenced by more forces, including Iptehning and the market; both the state and
urban residents. All these forces reshaped anadeped the urban social space in the reform
era.

The socialist institutions -- more specificallganwei (work units) andhukou (household
registration) systems -- were two gate-keeper tutgins determining the citizenship and
entitlements to urban housing during the pre-refpariod. Urban employees with local urban
hukou had access to various social benefits, includimdplip housing provided by their
employers according to their rank, seniority andriage status (Solinger, 1999; Huang and
Clark, 2002; Huang, 2003, 2004). On the other haeadsants without urbadrmukouwere not
eligible for the allocation of social housing. this way, housing also became an important way
to control urban residents’ life: the changes ofhbesidence and employer were hard. The
economic reform shed many responsibilities for orleemployees previously attached local
governments, while increase wages at the same tivi¢gh the emergence of a housing market
after the housing reform, urban residents are diegendent on their employers for providing
housing. While functioning with a diminishing rolthe socialist institutions persist in their
influence over the actors of the social spatiakpsses. Market institutions, at the same time,
are gradually increasing in their significance. e@, all the actors in the social spatial
processes are embedded in the socialist and miadtdtitions which defines their constraints

and opportunities.

1.5 Research Questions

In this research, | aim to explore the complexityChina’s urban social transition through
the lens of housing and urban socio-spatial inetyuaSpecifically, this study aims at answering
the following three questions, broken down intoesal’subparts to deal with the case of Beijing:
(1) What is the behavior of local in the urban houisg system during China’s transition?

a) How does local government implement policies amila@ions in Beijing?
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b) How does the development of land and housing-rlptdicies during the reform era
reflect the changing role of Beijing government?
c) How have these policies and regulations solvedxacerbated the problems of social
segregation and housing inequality in Beijing?
(2) How do different social groups behave in ters of their housing in the new urban
housing system?
a) What are the factors influencing residents’ housaogtion and tenure choices in Beijing?
b) What are the strategies that different groups afifBeurban residents use to cope with
their housing difficulties and finance their hougin
c) How does the perception of property rights influieBeijing residents’ housing practices?
(3) What are the social and spatial consequencesthe changing behavior of the state and
urban residents in the urban housing system duringransition?
a) What are the patterns of housing inequality amoagous social groups in Beijing?
What are the implications to housing wealth accuationh?
b) What are the spatial patterns of housing inequalig residential segregation in Beijing
during the transition? Has the urban social sga@some more similar to those in

neoliberal societies?

1.6 Data and Methodologies

1.6.1 Research Data

| employ different types of data in order to answleese questions. The first type is
statistical data. The main part of the statistdath is Beijing 0.1% microdata of the Population
Census of Beijing conducted in 2000. Due to tHéekint sources, this dissertation uses two
datasets based on the population census: the dasaset contains 131,341 individual
observations within Beijing metropolitan area witetailed socio-economic characteristics and
housing information. Among them, there are in t@ta/948 households in this dataset. The
analysis of housing inequality is based on 30,0diBskholds with household heads older than 18
within the Beijing metropolitan area this dissedatdelineated. The detailed information about
household heads’ employment allows differentiabhghose working for the public sector from

those working in the private sector. The secortds#d contains sub-district aggregated statistics
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with spatial information and housing informatiomn addition, | also use supplementary data,
including publicly available data such as statatiearbooks and real estate yearbooks.

The second source of data draws on in-depth iees/i | conducted in-depth interviews
with 82 Beijing residents between 2008 and 2009 tarmigroup interviews with 5 residents in
each interviews. | used a snowball sampling apgrda access my informants. Through this
way, my sample includes a good mix of informantsanous locations of Beijing. They include
employees in the private sector and in state-owdeeavej laid-off workers and rural-urban
migrants. Respondents were asked semi-structurestiqgas about their residence location and
tenure choices, housing finance difficulties andhtsggies to access housing as well as their
perceptions of property rights. Since | have wistedfbcus on the underlying dynamics of the
disadvantagedlanwei communities and *“villages in the city,” in addiiao this snowball
sampling of interviewees regardless of their rasidelocations, | also selected one dahwei
community and one “villages in the city” to condgecbup interviews. Further, | also interviewed
government officials from housing-related organad, including Beijing Construction
Commission, Beijing Land Bank Center, Beijing Mupad Commission of Housing and Urban
Rural Development.

The last type of information | use in this dissedia is publicly available documents. This
dataset includes land and housing-related natilawed, policies and regulations, Beijing local
policies and regulations, and newspaper and jowarialles. They provide rich information for
me to analyze the role of the state in the urbarsimg system.

1.6.2 Methodology

This dissertation takes a mixed-method approachorder to explore the role of the local
state in the housing system during the transitiois, dissertation conducts a qualitative analysis
on documents and interviews of government officidlsalso examines in-depth interview data
of urban residents to understand the everyday hgusiactices of various social groups in the
new housing system.

The second part of the analysis is statistical yaigl which tries to reveal the spatial
patterns of housing inequality and residential eggtion in Beijing as consequences of both the
state policies and individual choices. With the%9.4ample of the fifth population census data, |
conduct regression analysis, hotpot analysis witB énd geographically weighted regression

with GWR to provide a spatial pattern of sociafel&ntiation/segregation.
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Figure 1.1 shows the workflow chart of this disagon. The arrows show the flow of
analysis. After a brief explanation of the socipattal transformation of Beijing as a backdrop
for this study in Chapter Two, | first explain thehavior of the state (Chapter Three). Chapter
Three explains the institutional changes duringn@hransition, which define the incentive and
constraints of the state. Further, this chaptangres the role of the central state in shaping the
housing reform process. In particular, this diggem focuses on the behavior of local
government involvement in the emerging housing mtangroviding affordable housing as well
as dealing with the semi-legal “small property tighousing. Through examining of the
behavior of both the central government and Beijmgnicipal governments in the urban
housing system during the transition, this dissiematries to reveal whether the practices of the
state are indeed moving along the neoliberal Isxemany China observers believe.

In Chapter Four, this dissertation moves on to @epthe behavior of urban residents in.
The main focus is on how homeowners search for timising, finance their homes, and why
they decide to move. In addition, this chapteo atudies the housing experiences of renters
such as their housing difficulties and their resise against urban redevelopment. This
dissertation does not treat either homeowners tere as coherent groups. Instead, it pays
attention to the housing experiences of differgmpies of homeowners, such as homeowners
through privatization, homeowners of subsidizedoraféble housing and homeowners who
purchased on the market, as well as different gaipenters, including presumably temporary
renters such as college graduates, permanent sesueh as the urban poor and disfranchised
non-hukoumigrant renters. Through examining the housinigalber of various social groups,
this chapter shows a mixed picture of the juxtapmsiof neoliberal subjects in-the-making and
the privileged socialist subjects in the urban lnogisystem.

The last but not the least important part of theieical analysis of this dissertation is the
social and spatial ramifications of the transitiorChina’s urban housing system (Chapter Five
and Chapter Six). The most significant social cqosece of the housing reform, this
dissertation argues, is housing inequality. Chafpte examines housing inequality in terms of
how crowded homes are, housing quality and hougingre. Chapter Six explores the spatial
inequality. It particularly examines the spatiaihcentration of various social groups and the

degree of residential segregation in Beijing.
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Questions to

Analysis Aspects

What is the behavior
of the state in the
urban housing
system during
China’s transition?

Data

Housing behavior of the state

B]S [eJ1ua2d ayl

Jo saioljod BuisnoH
juswuIanob [eao] ayy
uswabeuew BuisnoH

Policy and regulation
documents,
newspaper; In-depth
interviews with
government officials
from housing related
department

How do different
social groups
behavior in terms of
their housing in the
new urban housing
system?

Housing behavior of urban residents

awioy s,auo aoueulH
aouapisal Bulbueyd
awoy s,auo Joj bunybi4

5921040 alnual % uoiedo’]

In-depth interviews
of urban residents
of various
socioeconomic
characteristics

What are the social
and spatial
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1.6.3 Definition of key terms
1.6.3.1 Beijing municipality, urban districts andifghng metropolitan area

Beijing municipality includes 16 city districts arxdcountries by 2009 (Figure 1.2). The 16
districts include four inner city districts (Dongaty, Xicheng, Chongwen and Xuanwu), four
inner suburban districts (Chaoyang, Haidian, Sggiran, and Fentai) and eight outer suburban
districts (Shunyi, Changping, Mentougo, Tongzhoandgshan, Daxing, Huairou and Pinggu).
The two counties are Yanging and Miyun. The inngr districts form the city core of Beijing
and are roughly comparable to the central cityaode cities in Western countries. While all the
16 districts were officially categorized as citysidicts §hi qu, they actually included a lot of
rural area. Therefore, many scholars studying uieijing sometimes used only the four inner
city districts and the inner suburban districts.widger, the actual urbanized area gradually
exceeded these eight districts after the econoafiocm, while still much smaller than the area of
Beijing municipality. Therefore, it is important ttefine a meaningful boundary to study urban
Beijing. Matropolitan area is a “daily activity” geon used internationally as a basis for
comparing large urban areas. It is a functionat which is based on a daily labor market
concept and often defined based on commuting d&aia.Western cities, the boundaries of
metropolitan area usually are larger than the mpaiities. However, the boundaries of
municipalities are usually larger than metropolitareas for large Chinese cities. This
dissertation uses the boundary of Beijing metragoliarea delineated by Chan and Forstall
(2013) (see Chapter Five for details).
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Figure 1.2 Map of Beijing Municipality, 2009
1.6.3.2Jiedao
In the Chinese administrative hierarchgdaohas the lowest level of government under the
district government. Beloyiedaois neighborhood committee, which is not a level of
government. As a geographic unit, Jiedao is a sstoket unit. Jiedaois similar to census track
as a geographic unit while neighborhood commitsesmilar to census bloc. In Beijing, there
were totally 135iedao by 2009. This dissertation uses jiedao as theclygigraphic unit for

statistical anslysis in Chapter Five and Chapter Si

1.6.3.3 Socialsit period and reform period

The socialist period in this dissertation referghie period before the economic reform in
1978 when China had a Stalinist society. This diaten used it inter-changeably with “pre-
reform period”. According to Dowlah and Eliiott (@B, p 67), the characteristics of the politico-

economy of the Stalinist model includes: 1) diatsidp by the communist party over the state; 2)
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personal tyranny by Stalin over the communist p@)a closely knit set of institutional
innovations for party/state control and coordinatid the economy, namely collectivization of
agriculture, state ownership of the means of prodanccentralized planning, and a strong
bureaucratic machine; 4) rapid industrializatiorthvemphasis on investment in heavy industry
and shifts in resources from agriculture to indgsand 5) domination by the dictator, party and
state over society through monopolization of cdraker the armed forces, the media of mass
communication, ideology, and education and theesiyatic use of secret police terror. The
politico-economic system of China during the prism@ period largely imitated the Stalinist
model, although some periods were pushed to anmeea extreme level, such as Great Leap

Forward period. The reform period in this disséstatefers the period from 1978 onwards.
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Chapter Two The Research Context: Urban Transforméon
of Beljing

Current Beijing has impressed the world with itsdmm office buildings, giant shopping
malls, western-style gated communities and wideatésl freeways. However, as argued by
Stark and Bruszt (2001) that “the concept of pathethdence is useful not because it signaled a
generalized 'history matters’, but because it fbrege to be rigorous about identifying critical
junctures in which the temporality and sequenciagtipular events are consequentiallhe
examination of Beijing’s urban social transformaticannot be separated from its long-standing
history. As the national capital for several dyresstBeijing not only embodies the orthodox
traditional planning ideology throughout the antigmes, but is imprinted by the Zeitgeist of
the socialist period, as well as the reform eraacihg the history of Beijing’s urban

transformation, we can see that the transformasgonot straightforward. Rather, the current
urban social structure of Beijing is embeddedsrhistorical context.

2.1 Urban Transition during the Socialist Period

The socialist period saw a significant transforimadf its imperial cities after the foundation
of the People’s Republic of China in 1949. Aftee tbrolonged Sino-Japan war and the Civil
War which followed, the new-enthroned communistegoment felt it to be urgent to develop
the war-encumbered country and catch up with thet@vie powers who had humiliated the once
glorious China for about a century. With the helgh® Soviet Union, the key goal of the first
Five-Year Plan starting in 1953 was to transforriesi from consumer places to centers of
production through developing industry, especidlbavy industry. As the capital city of the
newly founded country, Beijing was set as role nidde the rest of the cities in China to
develop heavy industry. At the same time, commeras seen as capitalist virus incompatible
with the new communist country and thus to be @lated. China was repeatedly described as a
“poor and blank (yi giong er bai)” country, althdugt was not exactly true. Through this
discourse of scarcity and lagging behind, the comistigovernment successfully mobilized the
so-called master of the poor mass to voluntariyriee their current well-being to rebuild the
wealth of the country.
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Centered on the discourse of scarcity and lagdelgind, the three main goals of the
socialist city planning was to 1) industrializeiest, 2) limit the size of the cities and 3) shorten
the journey to work. In essence, the communist gouent attempted to utilize all the resources
available to achieve the goal of a "big-push indaltation” through "economizing on
urbanization" (Chan, 1994). There were several ggals for planning the new capital city.
While there was a lot of disagreement on the locatf the administrative center, a general
consensus was on transforming Beijing into an itréhlscenter (Wang, 2011). Following the
Soviet model, the socialist cities were basicaijoted to be places of production to realize the
goal of rapid industrialization. Under the slogan"production first, living second,” factories
took the prime locations in cities and urban lifasnmorganized around various factories (Bertaud
and Renaud, 1994). These basic ideas of urbamip@nvere based on the experience of the
Soviet Union. But the practice in Beijing pushe@ tBoviet model even further. During the
period of the first five year plan, 50 big factarieere built in Beijing, with a total floor spack o
1.87 million square meters. During the Great LEapvard period, another 2.94 million square
meters of factory space was built (Sit, 2005). Adbindustry was located in the central city.
Estimation shows that by the early 1980s, 61% afufecturing activities with 75% of Beijing’s
employment were concentrated in inner urban aréasg, 2013). The traditional administrative

center and consumer city was then transformedan&oof the biggest industrial centers in China.

In order to achieve the goal of controlling thees cities, the government utilized the
hukou system, first introduced as a population regigtnatsystem, to firmly control the
movement of people through linking it with the comer goods rationing system and urban
employment system (Chan et. al, 1999; Gu et al062@han, 2009). Ironically, while the
population mobility was controlled to a large exiehe size of the administrative area of the city
expanded a lot to include the surrounding agricaltarea. This was because the government
tried to maintain a high level of self-sufficienoy the large cities in terms of food supply and
guarantee enough agricultural area within the mpality to support the urban population.
Beijing, like most of other large Chinese citieacarporated a huge rural adjunct in its
jurisdictions. Therefore, the administrative bouydeas far greater than the urbanized area,
which leads to a lot of confusion in studying url@nmina. Statistics show that when PRC was
founded, the total size of Beijing administrativeawas 707 kfaccommodating population of

1.56 million. However, the actual urban land walky@aughly about 2.6% of the total area of the
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municipality during the socialist period and thstref the land was basically agricultural (Sit,
1995).

The idea of minimizing the journey to work was pub practice through building residential
areas within working compounds to form self-congdimnits all over the cities. While the urban
planning followed the Soviet model, the organizatd danweiwent beyond the Soviet model to
combine production and living within a small afdt was claimed that it was an effort to
combine agriculture with industry, rural living Wwiturban living and mental labor with manual
labor. In reality, the construction of variodanweiwith both production and residence functions
was a result of consideration of self-sufficienayd gpopulation control (Gaubatz, 2001; Bray,
2005). As both production unit and social insttatto provide social goods to their employees,
danweialso facilitated the "big-push” industrializatioks a resultdanweicompounds became
the basic structural cells of the urban space a&ycLkits of urban lif¢ (Ma and Wu, 2005; Bray,
2005). They were also designed with the idea ofimmizing commuting time. However, even
with the provision of all-encompassing serviceshwitdanweicompounds, this idea had never
been achieved since one of the couples had to céentmuvork if the couple worked in different
danwe. The planning ofdanweidid, however, significantly transform the sociphses. Within
the danweicompounds, managers and organization officialsdlitegether in the same semi-
public space. Although the central and local gonent officials also lived in the traditional
imperial city in the urban center, the spatial elifintiation among other social groups was

dismantled by varioudanweicompounds.

Through these efforts, the most prominent charetites of the socialist Chinese cities are:
homogenous functional organization, poor livinghstards, and covert residential inequality (Sit,
2005; William & Chan, 2008). Except for the oldyculistricts, the newly developed urban
districts during the socialist period were homogersewith little functional differentiation. The
construction oflanweicompounds dismantled the original social struchased on social status

and became the primary spatial organization andotisic element of cities of Chinese cities

1% This does not mean that nobody needed to comnuuitegrthat period. For example, women were vergliiko live in housing provided by
their husbands’ work-units and need to commutéeéd bwn work-units (Gaubatz, 2001). Those who heidyet gotterdanweihousing but

lived in their own family housing also needed toncoute to work. In big cities like Beijing, it sonraes took more than an hour to reach their
work-units (Sit, 1995 )

1 Besidegdanweihousing, there was also municipally owned housiagaged by the city housing bureau and allocateddan residents who
did not belong to any statlanwei This housing was usually located in the old intigrand was transformed form private housing into

municipally owned housing after the communist ratioh.
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during the socialist period. Within the walleédnwej there were a lot of utilitarian and drab
matchbox-like three-to-five-story residential buigs. In addition, there were also shops,
kindergartens, recreation places, dining halls, ioadfacilities and so on. Theanwei
compounds provided almost all the necessary senfimetheir employees and served as the
principal urban space of any urbanites employeguiic employers. Therefore, the occupation
of residents was homogenous while the social staas heterogeneous. However, it does not
mean there was a high degree of social equalitthéRasocial differentiation was not expressed
by distinct urban space. In fact, housing size quality varied according to employment rank,
seniority and family size even though employeemftbhe samelanweilived in the saméanwei

compounds.

The emergence alanweihas changed the landscape of the imperial Chiogies into a
somewhat homogeneous and unidentifiable one. Thkc#xsocial and spatial inequality based
on class and ethnicity was transformed into seelpihgmogeneous socialist spaces where
residential location was determined by ongéswej instead of factors such as income, race or
gender observed in western cities. Through produeithomogenous socialist urban space, the
government also effectively illustrated their rh@oof equality to the ordinary urbanites. As
Huang argues (2005), it is both the productiongkaed the reproduction space.

The socialist period was also characterized by ligimg standards for the ordinary urban
residents. Viewing consumption as a capitalist emathe majority of investment went to
"productive” use, such as industry, warehousessamih. By 1979, these usages took up 67% of
all building land. In contrast, residential landyaccounted for 22.5%. In the 1966-76 period,
urban planning was abandoned and minimum standarcdsnstruction were adopted. In 1953-
57, the ratio of floor space constructed for prdihecuses and that for living and residence uses
were 1 to 1.12. It dropped to 1 to 0.9 in 1958-@6qul. During the Great Leap Forward period,
the ratio was at its lowest: 1 to 0.64. In addititre living space dropped from 4.75 sq m per
person in 1949 to less than 4 in 1960s in BeijiBd, (1995). During the Great Leap Forward
period, individual working units were encouragediliovhatever space was available based on
the idea of ‘driving pins into any visible gapgf feng cha zhehand low standards were
viewed as good . Under the anti-capitalism ideo]J@ghpt of simple apartment buildings with no

private kitchen, restroom and tap water were cantgd during the Cultural Revolution.
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While the living situations of urban residents irijlig were generally poor, housing
inequality existed. The socialist urban social gpa@as divided by varioudanweicompounds
which successfully concealed the inequality withie compounds. Sit (2005) shows that
housing allocation standard for the elites wereval® square meters per person, which was 2 to
2.5 times more than those for the average worker.gevernment officials working in city
government it was 5.27 square meters. Besides tbsntages, central government officials
enjoyed a lower rent -- roughly 3% of their (highercomes compared to 3.6-4% of income for
ordinary workers, not to mention the differencenon-wage goods. Same differences also
existed among different work units. For employersbig state-owned enterprises or state
government institutions such as Petrochemical Gatmn, Construction Bureau could have
over 10 square meters of living area per personlevéhlarge number of ordinary workers in
small work units only had 0.45 square meters pesque(Sit, 2005, pp. 221).

2.2 Urban Transformation during the Reform Period

The reform era saw unprecedented transformatidheotirban space. One characteristic was
the rapid urbanization and urban sprawl (Zhou aral BD00O; Ma and Wu, 2005). China is
claimed to have some of the fastest sprawling <itiethe world (Campanella, 2008). Gu and
Shen (2003) estimate that the built-up area ofifgiincreased from 335 Knin 1978 to 488
km? in 1998. In about twenty years, the city builtanea increased over 50%. The 4th ring road
that was completed in 2001 was intended to becdmealividing line between urban and rural
areas. However, the urbanized area dramaticallparedgd alongside the 5th ring road, starting
from the northern direction with the completionsefveral major projects such as Zhongguancun
Science Park, and extended to the southern p#reafng road later on (Figure 2.1) (Yang, et al.,
2013). In terms of the administrative area of Begjjithe increase was even more impressive.
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Source: Yang, et al., 2013

The commercial and industrial areas in cities weteo transformed. Concentrated
commercial, office, and retail functions were depeld in the city center and commercial, office
and industrial functions created in large periphdexelopments. The generalized socialist urban
form was changed to be more specialized both imgeof the return to cities’ commercial
function, and to some new functions such as speatain of IT industry in certain areas of the
city. For example, Haidian District has been canged to be the Chinese “Silicon Valley,”
specializing in high technology. Unlike Westernest specialization in Chinese cities is not an
outcome of the market, but rather an expressitaté priority for certain types of development
(or a lack of state priority). Another significattansformation during this period was moving
heavy industry to the urban fringe to help withueidg pollution, as well as to make better use
of the land in central city. However, Lin and Bi@®91) contend that throughout the 1980s, the
danweirelated social differentiation between neighbodsaemained prominent in Chinese

cities.
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From the early 1990s, developers started to buridles family homes at the urban fringe,
especially concentrated in Chaoyang District, fokbd by Changping and Daxing. Before the
economic reform, the urban structure of the oldtlup area did not change much. In contrast,
the urbanized areas at the fringe of Beijing expdandapidly. The expansion of the city of
Beijing was around the ring roads. There were afoesidential buildings developed during the
1990s by variouslanweifor their employees between the second and timginoad. From the
Third ring road to the Fifth ring road was mosthnumodity housing constructed by developers.
Most development projects were outside the fourty road (Figure 2.2). As to the price of the
recently constructed projects, those located ingideSecond ring road were the most expensive.
The prices decreased with increasing distance @outhan center. However, the unit price of
housing between the Fourth and Fifth ring roads kigker than that between the Third and
Fourth ring road. One possible explanation mayhae the quality of housing was better, and

some housing units may even be single family homes.
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The development of housing during this period ig/\fferent from that during the socialist
period. There is also an increase in housing supibusing is provided by botanweiand
private developers. The funding for constructingidential buildings also changed from solely
state investment to multiple sources: the stateida investment and individuals. As a result,
there was a significant increase in constructidre impact on the urban structure was profound
because it cut the spatial linkage of employedkeo workplaces. The housing reform provided
some urban residents opportunities to live outsied danwei The danweicompounds are no
longer the prime choice of urban employees andetiereven a "residualization” afanwei
housing, where families who could not afford to mawt stayed irdanweihousing (Huang,
2005). The out-moving of younger employees to thtslart of Beijing to improve their living
situation also caused increased aging of resid#ritse old buildings irdanweicompounds. At
the same time, the Beijing government made efforteove residents out of the downtown area.
There were 32 housing development projects undestaaction since 1990 to serve this purpose
(Gaubatz, 2001). Based on his study on Beijing,gH&003) finds that population in central
districts decreased, while surronding districts ezigmced rapid population increase. The
development of residential districts is a resulttié removal of industry from established
residential areas and the construction of compleatelv districts on the outskirts of the cities.
Because of the employment areas developed at then uringe, inner-city residents need to
commute to the suburbs to work, while residentsigjun the new apartments at the urban fringe
need to travel to the city center for shopping atiter social services. In addition, the relaxation
of thehukouresulted in an influx of migrants from the couside to the cities to find jobs. Most
of them live in self-built housing by farmers aetbrban fringe (Huang, 2005). They account for

much of the increase of population in “villageghe city” at the urban fringe.

2.3 Changes of Urban Social Structure

During the pre-reform period, the social structwas organized by political power: the
closer one was to the political power center, tighdér rung one was on the social ladder. Here |
use a simiple pyramid (Figure 2.3) to illustrate gocial structure during the socialist period.
The social stratification between different sogedups were based on political power and public
resources related to it, such as opportunitiesottogcollege, access to relatively larger housing

units within theirdanweiand having higher political status. In terms obreamic difference,
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while there were differences between working fdfedent danwej by and large the difference
of personal wealth in the pre-reform society wag/ wenall. Therefore, the living standard of the
urban residents was dependent on the quality aadtidy of state provision, instead of being
based on household wealth. Inequality during tkisgal was also more based on political power
than on personal wealth (Li, 2004).

Senior Officials

Managers of SOEs

Professionals

Clerks and workers in the public sector

Contracted migrant worers, self-employed

Figure 2.3 Urban Social Stratefication before tikertomic Reform

On top of the social ladder were party and goveninheaders at all levels. These people
were the key decision makers in pre-reform Chinlae Becond level included directors of
various public academic and professional instingjcand managers of large state enterprises. It
was followed by a professional group of technicisnSOEs and intellectuals in various schools
and research institutions. Clerks and ordinary wgkn public organizations or factories formed
the forth class. At the bottom of this ladder wHrese without formal jobs in the public sector,
including petty retailors and a very small numbenmagrant workers doing contracted work in
public sector.

The economic reform reshuffled the social structdiheough introducing a market
mechanism which created new social classes in thanusociety. Figure 2.4 provides a
conceptual structure of social stratefication aftex economic reform. The left hand side are
what are normally called "within the system" (tiztei) social groups. From top to bottom, the
ability to access political resources decrease® fight hand side are social groups which
emerged after the economic reforms which can Hedcdbutside the system” (tizhi wai) social
groups. They have no direct access to politicabuases. In addition, from top to bottom, the
ability to access market resources decreases. data&vthat social class at the same rung in this
conceptual structure may not be exactly on the ssmo®l position in reality, since there is no
agreement on whether social groups with more adoegslitical resources or market resources

should be on higher rung of the social ladder. poiat here is that the social structure after the
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economic reform become more complex, with classested by the market mechanism grafted
onto the pre-reform society. As Li asserts (2004g,social structure of China after the econonic
reform has become more diversified and fragmenkédre importantly, differences among
social groups lie more in income and wealth thaotirer dimentions. Therefore, the more covert
inequality during the pre-reform era has been faansed into increasing manifested inequality
in the reform era. It is argued that although thveas a decrease in income inequality in the early
stage of market reform, inequality increased aféeds (Walder, 1996).

In addition to the newly created weathy group amlémerging middle clasn the urban
society, there are two disadvantaged groups: ideofd workers who were deprived of both the
public resources they used to have and the madseturces, and millions of migrant labors
working diligently for the “China miracle” at theotiom of the urban society (Chan, 2006).The
laid-off workers worked in SOEs and enjoyed somaadenefit from their employers before
the economic reform. They were left out by bothlmuphere and the market sphere during the
reform era: they were kicked out of the public sgdbut a lot of them could not enter the private
sector successfully. Theukousystem institutionally forced the migrant workevghout local
urbanhukouto take up low-paid, manual jobs in host citieha and Riskin (2005) suggest that
the income differences between migrant labor andbmrresidents came partly from the
exclusion of the migrants from much of the formathdr markets. In addition, the uncertainties
of their residency status gave rise to opportusnif@ employers to exploit migrant workers
(Chan, 2005). Statistics show that employers itestavned units decreased both in their share of
units overall and in absolute number. The total leyg®es in state owned units decreased about
29 million, accounting for about 27% of total emy#es in state owned units nationally from
1997 to 2000 (National Bureau of statistics). As ttational capital city, Beijing protected its
state employees better. Even so more than 14%atd employees lost their jobs between 1997
and 2000.

2 Although the middle class in China is still relatiy small, it is argued that the middle class inn@hs rising and
have more influence in the society (Tomba, 2004).
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Figure 2.4 Social Structure after the Economic Raefo

The economic reform created the “'China miracle"dignificantly increaing the national
GDP and improving most people’s living standardaratise in the first decades of reform (Lin
et al., 2003). However, the fruits of the reformregvaot equally shared by various social groups;
rather, they are increasingly concentrated in #reds of small social groups, such as the owners
of big companies, high government officials, andoso If the 1980s can be seen as a period of
“reform without losers" (Lau, Qian and Roland, 1p3ke years from 1990 onwards should be
marked as a period with the emergence of losers.aitgued that after more than two decades of
reform, China has moved away from an egalitariamty to one of the most unequal countries
among developing countries (Khan& Riskin, 1998; KigaRiskin, 2005). A report published by
World Bank shows that Gini coefficient was 0.28&he 1980s, and it increased to 0.38 in 1995
and 0.458 in the late 1999s A survey conducted by China Statistics Bureau atieér six
ministries in 1999 shows that 20% of the high-ineognoup had 42.4% of the total income of
urban residents, while the 20% of the poorest ezdggl had only 6.5% of total income (Sun,
2004). It is argued that "one of the significantommes of the economic reform in China is that a
small percentage of newly wealthy group has accatedl a large amount of wealth who
increasingly distance themselves from the low-inegroup,” (Sun, 2004: p 63).

Employees working in highly profitable state entesgs, especially state monopolized
sectors such as telecommunications, still enjoydrigvages. Employees in governmental or

guasi-governmental organizations still receiveddreivelfare than those in non-state sectors.

13 World Bank, 1997, Sharing the Rising Income: Iradigy in China,
http://books.google.com/books?id=XRHitll XY X0C&pg=BA&lpg=PA3&dqg=world+bank+report+++sharing+incre
asing+income+++1997&source=bl&ots=zfosiZS1yi&sigtbwXalRRArvpZCTN36UI7zafPc&hl=en&ei=_q7PTIr
aDJSesQOvrPSiAg&sa=X&oi=book_result&ct=result&resma&sqi=2&ved=0CCQQB6AEWAwW#vV=0nepage&q&
f=false
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These groups are more advantaged from the old sytan ordinary workers in factories.
However, the most salient inequality exists betw#ennewly emerged middle class including
getihu (private business owners), managers and professiamorking in private sectors and
urban poor including laid-off workers and rural-arbmigrants (Li, 2005). After more than two
decades of economic reform under the slogan ofiriptsome people get rich first," a small
proportion of people accumulated sizable wealthe Dooming private sectors promoted by
policies during the reform era generated a growmiagnber of urban middle class on one side of
urban spectrum. On the other side, the size ofrupo®r is also growing. Estimation shows that
the total number laid-off and other unemployed peamtionally in urban areas had reached 15
million in 1997 (Wang, 2005). In 2000, there ared Jdillion temporary migrants who live
outside their owiukouregistration place (NBS, 2000).

2.4 The Urban Change: Some Statistical Evidence

Based on the discussion in the previous sectioncave see that Beijing has undergone
significate transformation since the economic nmefotn this section, | will further show the
general patterns more visually with statisticalada caveat here is that since the data used in
this section are mostly from the official statistigearbooks, which usually only calculate the
hukou population, the real magnitude of changesithbg smaller if including migrants.
2.4.1 Increasing Nonkukou Migration

One significant change in Beijing’s society was theer-increasing numbers of migrants
after the economic reform. Figure 2.5 shows thedref total population growth and that of the
breakdown ofhukou and nonkukou population. We can see that the population sizhimvi
Beijing administrative boundary increased steadftgr the economic reform. In this figure, the
hukou population also includesukoumigrants who officially changed thdnukouregistration
place to Beijing after moving there. The increaBbukoupopulation was quite steady with very
little fluctuations. In contrast, there was a suoj@onhukoumigrants in 1995 and another one
around 2000. While there is slight a drop afterwsarthe increase of ndmikou migrants
increased rapidly after 2000 with a much largerease rate than that diukou population,
which accounted for acceletating growth of theltptpulation. By 2010, the number of non-
hukoumigrants in Beijing reached 7 million, an incre&sem 2.5% to 36% of total population
since 1978. Usually, the ndnikoumigrants are largely confined to the “3 D” (dirgfficult
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and dangerous) jobs due to the fact that they ddhawee official residency right (Chan et al.,
1999). For the same reason, they are not eligiblenty public provided or subsidized. Studies
show that most nohukoumigrants end up to staying in crowed rental apantntvillages in the
city” or dilapidated neighborhoods (Wu, 2002, 20@/ng, 2004)
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Note: A caveat of this figure is that the criterion to categorize urban and rural population before 1990 was based on the
criterion of hukou management; The criterion used for data during 1990 to 1999 period is based on 1990 census population
criterion; the criterion of 2001-2005 is based on 2000 population census criterion; the criterion of 2005-2008 is based on
criterion released in 2006 and the criterion used for 2009-2010 data is based on criterion in “Approval by the State Concial on
Regulations of statistically Divide Urban and Rural Population”. In addition, the administrative boundary changed over time (for
details, see Zhou and Ma, 1995).

Figure 2.5 Hukou and NonhukouPopulation in Beijing Administrative Area
Unit: 10,000 persons

Source: Beijing TINJ, 2011

2.4.2 Change of the Employment Structure

During the socialist period, except for a relatwemall number of self-employed residents
in the cities, the majority of urban employees wieréhe public sector. Figure 2.6 shows that
while the absolute number of urban employees inptitdic sector did not decrease until about
1998, the share of employees in it dropped rigterahe economic reform in 1978. After 1998,
the number of employees working in state ownedsudibpped rapidly. After several years’
stagnation, employment in collective sectors alsgrehsed with an even greater rate. The
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number of employees in the private sector increagedkly both in absolute number and its

share after 1992, although it was negligible atlibginning of the economic reform. However,

employees in public sector still took the lion'sugshboth nationally and in Beijing till 2000. The

number of employee state-owned units and colleaiveed units combined still took up more

than 50 percent of total employment in 2000, mbentone decade after the economic reform.
The total number of employees in state-owned arbative-owned units was almost three

times that in the private sector. There was an nggsaf employment in the private sector after
2001. In the meantime, the number of employeekenpublic sector dropped significantly. The

share of employees in the private sector outnundbir@se in state-owned and collective-owned
units for the first time in 2004. By 2010, the ghaf employees in the public sector only

consisted of about 30 percent of the total labordon urban Beijing.
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Figure 2.6 Employees in State-owned, Collectivé @ther Units in Beijing
Unit: 10,000 persons

2.4.3 Increasing personal wealth and living standais

One of the biggest contributions of the economiorma in China was that it brought a large
number of the Chinese population out of povertythHa urban area nationally, the annual per
capita disposable income has increased gradualte she economic reform (figure 2.6). Taking
inflation into consideration, the disposable incoofi@eirban residents almost increased threefold
from 1978 to 2000 on average nationally. It inceshsapidly from 1988 to 1994. The trend of
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Beijing is even more impressive. The annual displeseacome doubled the national level in the
late 1990s. Especially, after Deng’s Southern tour992, disposable income of urban residents
in Beijing skyrocketed. While the disposable incodeereased slightly after 1996 nationally, it
continued to grow in Beijing and it had a big jueypin 2006. The increased income implied an
increasing purchasing power for urban residentschvthey had not enjoyed in the pre-reform
era. Here one should bear in mind that the incorheurban households is notoriously
complicated and usually underestimated. One reesthrat households tend to underreport their
income due to the tradition of "hide family wealtfihe other reason may be due to the fact that
urban households have sources of income other shkmy. Some may not be totally legal.
According to a report by an economist, “gray incbnmeChina was 5.4 trillion yuan in 2008
(Wang, 2007
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3000

=i Beijing
=¢==national

2000

1000 r

Note: only the numbers difukoupopulation were used to calculate per capita disaele income, which inflated the actual
figure (for more details about the problems in akdting per capita figures in China, please seenGimal Wang, 2008).

On the other hand, a lot of non-wage goods werealotilated. It would slightly offset the inflatiai income by leaving
migrants out of the calculation.

14 Wang, Xiaonu. 2007, Gray income and income diffeesrof Chinese citizens. China Reform. (zhongguurjthuise shouru ji shouru
bu pingdeng, Zhongguo Gaige ).

http://www.wyzxsx.com/Article/single/%E7%8E %8B ESWB8F%EI%B2%81%EF%BC%IA%ES5%9B%BD%E6%B0%91%E6%94%B6%
E5%85%A5%E5%88%86%E9%85%8D%E7%A0%94%E7%A9%B6% E6%08RPUES%91%8A.htm
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(Unit: yuan, in 1978 value)
Figure 2.7. Per Capita Annual Disposable IncominefHukou Population
The floor space of housing per capita is also goomant indicator of the standard of living.

Except for some fluctuation right after the economaform, the per capita living space in urban
areas kept increasing (Figure 2.7). The living spdmubled from 1984 to 1985 nationally in just
one year and it increased steadily afterwards.pErecapita living space in 2000 increased more
than fivefold from that in 1979 in urban areas torenthan 20 square meters per capita, which is
an impressive improvement in the standard of livefigirban residents. It is worth mentioning
that the formal housing reform did not start ud®98. Therefore, the improvement of living
space was mainly due to more investment in resaldmiilding by the state before the housing
reform.

The trend is quite clear that the living space eijiBg also increased after the economic
reform, although Figure 2.8 does not show a whatetpe of Beijing due to the lack of data.
However, comparing with the level nationally, Begi residents lived in a more crowded

environment and the magnitude of improvement imgj\space is smaller.
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The living space of urban residents may be even smaller since the data here only includes the hukou population.
Usually, migrants has poorer living situation than hukou population. In addition, this data includes population of the
whole Beijing municipality. And rural residents normally have more living space than do urban residents. It also
inflates the average of all residents.
(Unit: square meters)

Figure 2.8 Per Capita Living Space of Hukou Pofpaiein Urban Areas Nationally and in
Beijing
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2.4.4 Emerging housing market

The economic reform did not just increase the gwstandards of most urban residents in
Beijing. Although it is argued that China is stilhder a dual-track system with the residual
welfare system interwoven with a market-orientedtay, the housing marketization in urban
China since 1998 has significant implications. Btile way of producing and the way of
consuming urban space have been transformed. ¢hasacterized by institutional changes
involving the reduction of state’s direct intervient in housing provision and distribution, as
well as the development of a private housing seclor addition, the nascent private housing
industry is being seen as the driver for economievth and the urbanization process, as well as
improved quality of life in cities (Guan, Feng, addng, 2001). The housing marketization,
along with the reform in the urban land systemg &las been a major force affecting the process

of urban development and spatial restructuringhmm& (Wu, 1997; 2001).
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Figure 2.9 Investment in Real Estate DevelopmedtianShare in Total Fix Asset
Investment by yeaBeijing

The amount of investment in real estate developmed relatively small before 1994
(Figure 2.9). It increased significantly afterwarifsom 1990 to 2010, the amount of investment
in real estate development increased more thamdelds. Based on the share of investment in
real estate of the total investment in total fisetanvestment, we can see that the increaselin rea
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estate investment was modest before 1994, thenstarear of housing reform experiment. It
jumped from around 15 percent in 1994 to over (kg in 1998, the starting time of the
national housing reform. The share of investmeneal estate increased rapidly afterwords and
it reached almost 60 percent in 2004, indicatingoaarheating in real estate development.

Although the share went down a little after 200, teal amount kept rising.
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(Unit: 1,000,000 yuan, in 1978 value)
Figure 2.10 Sources of Investment in Real Estateel@dpment in Beijing

Figure 2.10 shows the sources of investment ingst@te in Beijing. While state budgetary
funds, bonds and foreign investment only fluctuatkghtly over the years, the domestic loans,
self-raised funding and funding from other sounoeseased significantly over time. Untill 2000,
self-raising funds were more tha all other sourakefundings. After that, domestic loans and
other funding sources caught up, suggesting thelifignsources of real estate was more
diversified. At the same time, the share of stateding dropped from 25% in 1990 to 7% in
2000 and less than 2% in 2010. It is interestingdte the the real amount of foreign investment
decreased. It may be due to the central regulaticioreign capital in real estate industry and the
fact foreign investors fear that the real estateketas overheated. Overall, funding from private

sources was the main funding source of real ed&atelopment.
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Figure 2.11 Floor Space and Total Value of ResideBuildings Sold in Various Years in

Beijing

Before 1997, the total floorspace of residentidldiogs sold was quite stable. After that, it
increased significantly, probably because the mmuseform not only preventedanweifrom
allocating housing to their employees, but provided emerging market for households to
choose their own housing. The total floorspaceesidential buildingds sold in 2000 was 3.5
times of that in 1997 (Figure 2.11). It was almiestfold 1997's level in the peak year of 2005.
After, it has fluctuated but is down overall, prbbadue to the government regulation of the
overheated real estate market. It reached its madi®08 when the global recession happened
and bounced back after that due to the active ptiomoof the housing market by the
government. The total value of the residentialdingis sold echoed the trend of the floor space
sold. However, the downturn was rather mild, whoduntered the drop in the amount of
residential buildings sold. After 2008, the reboeinof total value sold was even greater,

suggesting a big jump in housing prices.

2.5 Conclusion
The planning ideology had significant impact on thiban social structure of the imperial

Beijing. The main goal of the socialist city plangiwas to change Beijing into an industrial city,

to economize on the costs of urbanization and ¢totsh the journey to work. While these goals
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were never achieved, these planning ideologiesdémmogenous functional organization, poor
living standards for ordinary residents, and reasiidé inequality between officials and ordinary
employees, and between lardganweiand smalldanwei After the economic reform in 1978,
Beijing saw rapid expasion with a lot of large ridagrhoods developed at the urban fringe. With
an emerging housing market, more and more Beijiegidents live outside théanwei
compounds. In addition, in influx of migrants inifey were totally excluded frondanwet
allocated housing and mostly lived in informal hogsat the urban fringe. Thdanwet
delineated urban space was gradually dismantlealddiition, the emerging market also provided
new job opportunities and created new social grolipe statistical data shows that the living
standards of most of Beijing residents were impdoaéter the economic reform. However,
migrants were outside the social welfare systemratimuch constrained improvement in their
living standards. Overall, rather than replacing #ifready existing social groups created by the
socialist system, the social groups created byntlaeket were only grafted to the old social
structure.

One of the most significant changes which has prodosocial, spatial implications was the
emerging housing industry. Statistics in this ceapiave shown that the investment in real estate
incrased dramatically and its shares in fixed agsettment kept increasing. However, the
marketization of urban housing system has alsodibabout a lot of economic and social
problems, such as the lack of affordability anddiog inequality among various social groups.
As Lee (2000) remarks, “the housing scene in Clanghe masses is still a picture of chaos,
extreme scarcity, and unfair distribution...” (p.74he next chapter will explore the

government’s management of the new housing system.
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Chapter Three Moving towards Neoliberal Urban

Governance?

For whatever reasons, from western developed deshtvoluntarily embarked on the
neoliberal train following Regan and Thatcher’'s| el "there’s no alternative,” to the debt-
ridden Latin American and African countries’ invotarily falling into the trap of ‘structural
adjustment’ enforced by the international finandratitutes such as WTO, World Bank and
IMF, neoliberalism has “become a dominant ideolalyiationality for globalization and state
reform” since the turn of last century (Peck andhéil, 2002). Whether China has embraced
neoliberal governance is debatable. One thingneeabis that the new generation of government
is playing an active role in the creation of theliteeral subject to legitimize its reform and shed
its social responsibility. It is argued that neeliél urban governance is “characterized by distinct
intergovernmental relations, including the devantof responsibilities to municipal and local
government and the development of ‘new institutiomdays’ enabling the direct control of

development outcomes by powerful business inte(Bsener & Theodore 2002, p. 369).

At the beginning of the economic reform, the soaialhitect Deng Xiaoping declared to
the whole world that China was going to construct'naarket economy with Chinese
characteristics.” It was by no means a minor ctioeoof China’s development trajectory and
governance in history, as it shed the straitjiaakethe planned econon; legitimized the
existence of the market, and turned the locomaamway from the orthodoxy of the Marxian
track'®. The three decades’ of socialist governance washenverge of being transforméd
Since then, China has seen the burgeoning of aemt&rprises in the countryside (Oi, 1995), a
flood of rural-to-urban migrants taking up manuwadg in cities (Chan, 1994, 2003; Liang, 2004,
2007), a reform of state owned enterprises andbtéaking of the "iron rice bowl," as well as a

15 The practices include replacing markets with ddflg-mandated allocation of resources and outmetijng
prices to extract savings from farmers and conssraed extracting revenues from state-owned ensepto the
state coffers through profit remittances and s¢Rawski, 2013).

18 Although the Chinese leaders still officially atad that China is a socialist country, the prastiofthe
government during the reform period were not basedrthodoxy Marxist and the practices were alstequ
different from those during the socialist period.

7t is argued that ‘governance’ is a neo-liberalation promoted by the international organizatisunsh as the
World Bank and the IMF to rebuild a pro-market goweent (Jessop, 1998). Therefore, it is differeoirfthe
direct involvement of ‘government’. In this dissaion, | apply governance to both the socialistqzband the
reform period since even the socialist period wight control of government, it was not solely t@vernment, but
other institutions governed the society as well.
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decentralization of power to the local level, alwhich were unimaginable during the pre-
reform era. Therefore, many China observers asghateChina is moving to be a capitalist
country with no fundamental difference from othearket economies, especially in the
economic sphere. It is true that Deng never expthiexplicitly what "Chinese characteristics"

are, except that China must stick with the leadprehthe communist party. While the central

government claiming almost anything desirable aliri€se characteristics”, left enough room
for China to explore during the reform in economphere, it also implicitly suggested that the
market would be the main means of governance dineeemphasis of the phrase "market
economy with Chinese characteristics" is still "kereconomy” itself no matter how many

Chinese characteristics it bears. However, it ishaod to see the contradiction of the two parts
of the concept and the inner imbalance with théovahg. On the one hand is the infinite

container of "Chinese characteristic" which the ggament can put almost everything in, from
the unshakeable leadership of the communist partye direct control of strategic industries, to
the constant intervening in the economy. On therotiand is the limited "market economy" that
is at risk of being hollowed out and overriddentlhg former. It begs the question: to what extent
are the "Chinese characteristics” compatible witmarket economy," and is there any boundary
limit that "Chinese characteristics" cannot puskdoel and still have a "market economy?” In
other words, can we still call it a "market econ8ray "neoliberal governance" when there are

too many "Chinese characteristics?"

In this chapter, | do not plan to provide a fulttpre of the transition of China’s urban
governance. Instead, | will confine my analysishivitthe area of housing to shed some light on
the question raised above. The main goal of thegpwr is to show to what extent the socialist
urban housing system was transformed and how tlvergance has been changed. In the
following sections, I will first explain the functn of the two most important socialist institutions
and their transformation during the reform era. mhiewill move to examine the process of
housing reform in terms of different types of hagsio show the changing role of government in

the urban housing system.
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3.1 Leveling the ground for neoliberal governance?

Studies on the socialist regimes predominantly $oon the public sector and central
planning system. Unfortunately, with a few excepsid¢e.g. Chan, 2007), scholars have paid less
attention to the socialist institutionsukou and danwei These two institutions are viewed as
only serving in supplementary roles for the sostaystem. | would argue thaukou and
danweiare the key institutions to maintaining the sastajovernance of the society. They serve
as gatekeepers which determine ordinary residamtigenship rights, and thus eligibility for
public goods. While they diminished in importanegidg the reform era, they have not become
dead institutions bound to the socialist regime fmohd only in history books; nor have they
shed most of their active functions and turned iatopty terms. Instead, they continue to
function as gatekeepers in the new era. In thevatlg sections, | will describe the changes of
these two institutions. More importantly, | willlkaabout how they retained their main function

by working through new ways during the reform pério
3.1.1 The transformation ofhukou system

Saunders (1986) suggested that “the more the sstatierventions are directed towards
provision for consumption, ...the more those in keysipons are predisposed to support
principles of allocation grounded in concepts dizenship rights” (p. 307). According to
Marshall (1964), there are three interrelated amgqessive types of citizenship: civil, political,
and social. Civil citizenship provides individuagts, such as freedom of speech, the right to
own property, and equality before the law. Polltigéizenship gives citizens the opportunity to
exercise political power by participating in thdipcal process. The last type, social citizenship,
is related with the health, education, and welfageded to participate fully in their cultural
communities and in the national civic culture. IhiGa, there has been a great leap in granting
civil citizenship to ordinary citizens during theeform era. However, minimal political
citizenship is still firmly confined to the villagkevel, the lowest administrative level in the
countrysidé®, with little influence in policy-making. It has hget been obtained by the urban
population. Therefore, it is fair to say that owtin citizens have generally enjoyed these two
types of citizenship to some extent. What muddieswater is the social citizenship right, which

18 |n urban areas, there is not yet any sort of ieleéh which ordinary citizens can participate.
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has never been an equal right for Chinese citizemen during the claimed-to-be egalitarian
period before the economic reform. The most ingurtinstitution enforcing differentiated
social citizenship rights and ensuring the unedalécation grounded in concepts of citizenship
rights” is thehukousystem (household registration system). Those hawe local urbamukou
were born with citizenship rights to a variety aifgtic goods, the content of which changed over
time. In contrast, those who have ruhalkou are excluded from the public goods and are

responsible for themselves in all aspects of thess.

In fact, thehukousystem was not a new creation after the foundasfoRRC, but evolved
from the imperialbaojia system and transformed based on the model of dweetSinternal
passport system. As detailed by many scholarsast mot designed as a discrimination system at
the beginning (Chan, 1994; Cheng and Selden, 1084n and Zhang, 1999; Wang, 2005; Chan
and Buckingham, 2008). When it was restored fromn population registration system that
existed before the communist revolution in citieslP51 and then extended to rural areas in
1955, it only aimed at recording and monitoring i-@alvernment elements, as well as
implementing socialist type programs (Chan and ghag99; Chan, 2009). However, with more
and more peasants migrating from the countrysideities to find jobs, they brought about a
serious burden to the state because it was direesiyonsible for providing almost all essential
services and facilities in life such as educatlumysing, medical care and pension for the urban
residents. The central government viewed the sgrgiigration as jeopardizing their strategy of
"economize on urbanization" (Chan, 1994) and reguthe "blind flow" to move back to their
hometowns. In 1958, the National People’s Congmassed a decree forbidding anybody
without a valid urbarmukoufrom buying food or grain in cities. The rationiegstem was soon
extended to other consumer goods as well. In aatditi the centrally-planned regime prior to
the market reforms, what consumer goods a persold purchase, from rice to cloth to a bike,
was determined by the number of ration coupon<atés to him/her every month. Residents
with urban localhukouwere allocated coupons to buy these goods, whsalents with rural
hukouwere not eligible for the coupons and thus unébkettle down in the cities. Furthermore,
without local urbarhukoy one is not eligible for the state allocation obg. The linkage of
hukouwith the rationing and job allocation system pmbve be very effective in controlling the
rural-urban migration and binding people to thdacp of birth (Chan& Zhang, 1999; Fan,

2004). Through these ways, thekousystem took away the freedom of migration whicls wa
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written in Constitution and was formally institutige as a population movement control
institution (Chan, 2009). It not only minimized thests of the city, but confined peasants in the
agriculture production for exploitation. This systehus formed an invisible wall separating
urban residents from their rural counterparts amiriizing cities over the countryside,
urbanites over the peasants and became the keysfoie rural-urban divide (Chan, 1994;
Cheng and Selden, 1994). In essence, it is antatde outcome of the command economy to
serve the “big push industrialization strategy” &h1994, 2009). | would argue in addition to
function as a mechanism of control over the Chinggaulation (Cheng and Selden, 1997), the
hukousystem also served as an effective means of ganeen depriving outsiders without local
urbanhukouthe social citizenship rights to access to theileged public welfare in the locality

they lived as "temporary" residents during the slsti period.

The economic reforms in 1978 saw significant change the socialist regime. Private
business was legalized and buying and selling emtarket was allowed. It became possible for
rural residents to buy grain at the market and stayties. On the one hand, due to the booming
private sector and a large number of jobs createdtes, there was suddenly a great need for
manual labor. On the other hand, there was a liapréase of rural surplus labor generated by
the introduction of household responsibility. Witte push and pull factors, many peasants
migrated to cities to take up jobs urbanites ditwant. The state of China gradually realized
that it was also increasingly impossible to contmgration. Therefore, it gave tacit consent for
peasants to live and sell their cheap labor iregitvithout actually converting themukou to
local urbanhukou With the end of food and grain rationing in 1992¢ distinction between
agricultural and non-agriculturblukoulost most of its importance. At the same tiinekoualso
lost most of its initial migration control functiofChan, 2009). It is reasonable to argue that
during this period of time, the function of thekousystem to control the population movement
was relaxed to a large extent, though it did ntdliyp disappear. However, no matter how long
those peasant workers lived in the host citiesthnd werede factourban residents, as long as
they are not able to change theukoustatus from rural to urban, they had no accesstian
welfare. Therefore, the transition biéikouinstitution in the new era created a system incwhi
people are free to move without being granted lemint or social citizenship rights. In this
system, migrants are not allowed to access sulasidibusing in their residing host cities. The

only choices for them to stay in the cities argdnt rooms from official urban residents or to
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reside in dormitories provided by their employdvia¢kenzie, 2002). In the new era, tigou
system has shed its function of directly contrgllithe population migration. However, the
function as a gatekeeper for social citizenship rigats has not yet changed, which almost
prevents the "temporary" urban residents from paanty settling down in the cities.

The transformation of thieukousystem during the reform era confuses public madiwell
as the ordinary Chinese citizens. Chan and Bubleng(2008) noticed that there were a large
number of news stories, both domestically and matonally, claiming that China has abolished
its notorioushukousystem. It is true that with China moving towaadsarket-oriented economy
and opening the food marketukou has lost most of its function of controlling pogtibn
mobility during the socialist period, if not all @f Migration is increasingly becoming similar to
that in other countries with a market economy, witople moving from the less developed
countryside to the more developed cities. Howelemuld argue that the essence of tukou
system as a mechanism to channel resources frorooth@ryside to cities and implement an
economizing urbanization development strategy remaintouched. Since cheap labor has
become one of the most important competitive achged of Chinese cities to compete in the
global market during the reform era, the centralegpment made a timely adjustment of the
hukou system to allow the free movement of cheap laBbrthe same time, the government
continues to practice the strategy of economizingudbanization and industrialization through
depriving the noriukou migrants the same social citizenship right asltlwal residents. As
Chan and Buckingham (2008) argimeikouis still "a major source of injustice and ineqtgli
perhaps the most crucial foundation of China’s aloand spatial stratification.” Overall, the
transformation of théaukousystem paved the road to the neoliberal urbanrganee over the
neoliberal subjects, the ndrukoumigrants who are ‘free’ from the control of thekousystem
and totally responsible for all aspects of theied in the destination cities. On the other side o
the story,hukoumigrants are still subjected to the state planmjagta and are lumped together
with the local urban residents to be granted witeasibility to government subsidized medical
care, housing and education according to thekoustatus and thdanweithey are associated
with. 1 will explain in more detail how it works ithe later sections odanweisystem and

especially in the context of the housing system.

3.1.2 The transformation of the danwei system
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For most Chinese urban residerdanwei(literally, work-unit) is far more than a placeeon
works and earns a living. For a long time before ¢bonomic reform in the late 1970snwei
were responsible for the so-called a cradle-tegnaelfare (Bian and Logan, 1996), providing
comprehensive welfare from free kindergarten arehptrental housing to free medical care and
pensions for its employees. Before the 1990s,ddmeveibased welfare system covered more
than 90% of the urban labor force and their depetsdé\nd even in 1998, it still covered some
70% of welfare provision (Gu, 2001). Thus, it idesto say thelanweibased welfare system in
urban China constituted a backbone of the socwatdfare system of China. Even today while it

does not provide benefits so obviously, it is stillimportant element in the welfare system.

One major goal of housing reform was to fisnweifrom housing provision. However,
danweipersist in housing and subsidy provision. In #8asly period of housing reform, due to
the reduction of central budgetary investment indnag constructiondanweiassumed an even
greater role in providing housing. They startedotty commercial housing from the housing
market and sold it to their employees at extrent@ly prices. According to one statistic, among
all apartments purchases in Beijing in 1996, al@uipercent were purchased by government
agencies, large corporations, and military headquarwhich were then resold at a subsidized
price to their employees (Zhou, 2004).

Even after the central government banned direcsinguyrovision bydanwej many of them
still follow the socialist practices of providingotising to their employees according to their
positions. In addition, the policies issued in 1988uireddanweito provide housing purchase
subsidies (goufang butie), and the housing promis® fund (zhufang gongjijin) provided a
chance fordanweito play their traditional role and as a resultoresolidated former inequality
within and betweemanwei Employees with high positions and senioritiedrofarge danwei
could have more benefits, such as large and higlitgunousing. Moreover, housing subsidies
were calculated according to the salary of emplsyelkich directly related with their positions
within the danwei®. As Bray argues, danweihas retained a significant if diminishing role
within the urban scene, even adapting to take aegarof opportunities that have arisen through

¥ For example, the calculation of money that shduidtontributed bganweito the Housing Provident Fund of
each employee is 5% of one’s salary (State Coub@d4).

61



reform,” (Bray, 2005). In this wayjanweimaintains the inequality of the socialist periad t

some extent in the reform era.

3.2 Fiscal reform and the changing incentive

Among studies on China’s transition, the “developtak states” thesis stresses the state’s
interests in economic growth rather than revenueaetion or rent seeking. It claims a positive
relationship between state intervention and ecooatavelopment. As Evans (1995) argues, for
modern states promoting industrial growth has becamincreasing interest and responsibility.
In the context of transitional China, fiscal decahtation gave rise to the “local developmental
states” (e.g. Oi, 1992; Whiting, 2000). Decengatiion of state power made it possible for local
governments to determine localized policy agendduotrs argue that decentralization is the
key institutional change in China’s transition eooy that has stimulated the formation of local
pro-growth coalitions in major Chinese cities (&Zfu, 1999; Zhang and Fang, 2004). On the
other hand, Pei (2006) argues that decentralizégsnchanged China from centralized predatory
state to a decentralized predatory state, in whochl states act as grabbing hands. | would
argue, however, without examining the incentive aodstraints as well as the institutions local

states are imbedded in, Pei's argument oversiredlifhe behavior of local states.

The transformation of China’s urban housing andavelsystem is closely related with the
fiscal reforms during the transition. Many studs fiscal reform show that it has greatly
influenced the behavior of local states througlefeihg constraints and opportunities for them.
The first fiscal reform in the 1980s establishihg system for fiscal contracts provided fiscal
incentives for local states to cooperate with geventrepreneurs to promote industrial growth in
rural China, which is referred to as “local stateporatism” (Oi, 1992). However, this fiscal
decentralization greatly undermined the revenue lofighe central state, which resulted in the
introduction of the tax sharing system to recerealiscal resource to the central state in 1994.
According to the second fiscal reform, national dmchl tax revenues were divided based on
fixed ratios instead add hoccontracts (Liu, 2004). The central governmentinsta@5 percent of
all value-added tax revenue, the largest souragwérnment tax revenue, as well as all of the
consumption tax revenue. Local governments were vigth only some other minor taxes

(Whiting, 2000). In addition, the tax sharing systeeparated the unified tax administration into
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State Administration of Taxation and Local Tax Baus, which further limited local states’

ability to retain tax revenues in their localiti€ne important result of fiscal recentralizationswa

the hardened budgetary constraints facing locaéstdDue to the new arrangement of fiscal
resources, promoting industrial development beckase profitable for local states while land
transfer fees became an important source of nometzenue. While major fiscal resources were
channeled to the central state, public good promisemained a responsibility of local states,
which exacerbated the fiscal hardship facing th&or{g, 2002). In this context, local states
were more likely to form coalitions with develop¢osdevelop commercial housing for high-end
niche markets with little regard to the affordalyiland accessibility of the majority of urban

residents (Wu, 2007).

3.3 The Transformation of Governance over the UrbarSpace

3.3.1 The urban land system: fronde facto danwei ownership to a neo-scissors’ price
regime

The newly-founded PRC fundamentally transformed pghgate land system practiced in
China for centuries. Land in both cities and thentoyside were confiscated from landlords,
bureaucratic capitalists, and foreign capitalist¥afg, 2006). In the rural areas, it was
reallocated to peasants as a private means of gioduBut this system was replaced by the
people’s commune in the 1950s, in which peasamggoproduction teams and communes and
shared both production tools and agricultural potida during the Great Leap Forward period.
While the highly centralized ownership of produntimeans including land was terminated after
the three years of so-called "natural catastropkdich significantly disrupted agricultural
production and resulted in the death of millions pfople by hunger, the collective land
ownership of township and villages in the counttgsdid not change much throughout the pre-
reform era. It tightly tied peasants to the land #re countryside without providing them enough
incentive to increase production, since all thedpation was shared by the collective members

regardless of their contribution

In cities after the socialist land reform in the5@8, urban land was not allocated to
individual urban citizens, but transferred to d &tate ownership (Zhang, 1997; Lin, 2004; Ding
and Gerrit, 2005; Zhu, 2005). During this periodthwexception for housing purposes, private
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land ownership disappeared and land transaction® i@mally banned by the Chinese
Constitution (Zhu, 2004). It was a property regiwitgch Deng (2005) called "Three No System”
in which users could obtain the right to use lararf the government with "no payment, no
termination date of occupancy, and no right todfanproperty to other parties." In the cities, the
state owned the land and tldanwei (i.e. state owned enterprises, state instituted an
organizations) were granted land use rights forinalefinite period of time with no right to
transfer them to others. Theoretically, land, &srttost important means of production, belonged
to all citizens. In reality, thelanweiserved asle factomasters of the urban land (Zhu, 2005;
Wang, 2006; Hsing, 2010). Except for very rare sasige state lost control over the land once
allocated to adanweiand could not take the land back. And tenweicould use the free
allocated public land for their own production amdlfare provision such as building housing,
hospitals and canteens for their employees fomdimited time. During the pre-reform period, a
lot of large SOEs were able to obtain a large pribgo of the land in the center of cities. It is
estimated that by the early 1980s, 30 percenteottine areas in Chinese cities were occupied by
various SOEs (Hsing, 2010). In essence, it wasfaaedanwetownership regime in which the
de jureland own, the state or the citizens, had littlennato exert their ownership right once land

was allocated tdanwei

The embedded problems in land ownership were dilsiressed in the countryside through
adopting the household responsibility system inl#te 1970s, which marked the starting point
of China’s economic reform. Based on this new tagtnal arrangement, each rural household
were allocated a piece of land and could fully réeggain of agricultural production from their
land after paying the local government the agreadumt of production. The separation of the
collective land ownership and land use right turoed to be quite successful. It significantly
changed the incentive of peasants and greatlyaseck productivity in the countryside. While
the rural land was never directly controlled by sihate, the ownership of urban land was mostly
transferred to the state after the socialist laefdrm in the 1950s. However, conflict between
attracting foreign investment to join the globahwuodity chain and the nontransferable land
system, and the conflict between economic developnie modernize the country and
government failure in land allocation was increghinat odds with the economic reform. As
Deng characterized as “crossing the river by gmpdor stones," there was no blueprint for

transforming the governance over urban land for wiele country. Rather, the political
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uncertainty and ideology barrier was addressedugjfirestablishing “special economic zones”
(SEZs) in some selected cities. It was not ungélniiddle of 1980s that the State Council began
to experiment in trading land through marketstfinsShanghai, Tianjin, Shenzhen, Guangzhou,
and Hainan (Fung et al. 2006; Lu, 2008). The ShemApecial economic zone made the first
move to trade land use rights through markets, kvirvias followed by other SEZs (Cartier 2001;
Fung et al. 2006). Foreign investors could gaireasdo land in those areas by leasing land use
rights (Ding and Knnap, 2005). While land ownersstifi belonged to the state or collectives as
it was stipulated in1982 Constitution the Land Administration Lawissued in 1986
institutionalized the separation of land use rightl ownership rights. According to thend
Management Lawthe state has thde jure ownership of the urban land, but the local
governments in fact had thike factorights (Deng, 2005). The 1988 Constitutional AntTaedt
further lifted the legal barrier of selling, leagirand transferring in order to support the
implementation of. and Administration LavwXie et al. 2002; Clarke et al., 2006).

The transformation of urban land management waslestone of the history of the PRC:
land and housing was attributed value and couldtdrsferred (Xue, 1994; Walker and Li, 1994;
Ding and Knaap, 2005). Not only did the nascent lamarket bail out a lot of State Owned
Enterprises (SOE) which were about to go bankropiugh selling their allocated land in the
inner city; more importantly, it served as a casiw do fill local governments’ coffers. It is
reported that after the fiscal reform in 1994, larahsactions became an important source of
local finance and contributed more than half ofaloiiscal income in some citi&s There are
two basic ways to acquire land use rights: throadministrative allocation and paid transfer.
The former applies to the following purposes: o#ficor military use; urban infrastructure
construction and other public use; national majoergy, transportation, water conservation
projects; and other purposes permitted byfaihe latter applies to land users other than those
stipulated in allocation measures. There are tfowes of land transfer: negotiation, auction and
tender (Lin, 2004). The first form allows the pdiehland users to negotiate land prices with

local land management agencies. A minimum tranfgferstandard was set by the State Land

20 http://www. mlr.gov.cn/pub/gtzyb/tuditiaokong/mtixtis/t20061019 _76895.htm

2L LURs tenure are determined according to land usggse: urban residence 70 years; industrial coctsdru50 years;
education, technology, cultural, health, sportdifees 50 years; commercial, tourism, entertainingse 40 years;
comprehensive use and other purpose 50 years.FBedrBgulations on Urban State Owned Land Use Rigirisaction and
Transfer. Promulgated in May 19th, 1990.
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Bureau in 1995, which includes land requisitiontspdevelopment costs, bank interest, and net
profit. Auction and tender are transfer throughldred market, which aim to increase land prices
through market competition. Users with allocatatlaannot transfer their land to another party
without the permission of the prefecture or cougmyernments in which the land resides. When
the transfer is approved, the original land userstmuemit the land transfer fee to the
governments. Three years later, the State Counnib@ncedl'he Provisional Regulation on the
Granting and Transferring of the Land Rights ovéat& Owned Land in Cities and Towns
which re-emphasizes market transactions accordingupply and demand. At the same time,
power was decentralized. Governments above thetgdemel were granted the power to
approve land transactions and transfers. Throughioeit1980s and 1990s, governments at
various levels, including municipal government,tidis government and township government,

were actively involved in land transfer and landelepment (Hsing, 2010).

The story so far seems a significant leap towanagiket economy. | would argue that it is
too hasty to jump to the conclusion that the Chenepvernment has undertaken the
breakthrough of establishing a land market for gfaming land use rights. In fact, only state
owned land can be priced and transferred. In otleeds, farmland owned by rural collective is
not legitimized for market transaction unless tlban government expropriates the land and
converts it to state-owned urban land, which thegntlease to developers (Cartier 2001). In
essence, this legal framework aims to exclude tlesd transaction between the peasants and
urban land users and monopolize the supply of uldad. At the same time, it left an opening
for administrative allocation of land free of chardf the project is for the “public interest”,ig
eligible for administrative allocation of land. Fexample in Beijing, if the project is to build the
green belt zones, construct a small town on farchlanthe urban fringe, redevelop unsafe
neighborhood or develop high-tech industrial paikss eligible to negotiated land-use right.
This policy document officially established a ddahd system with a juxtaposition of the
administrative allocation inherent in the “socitlli;egime and market transfer borrowed from
capitalism (Zhu, 1994; Ding and Knaap, 2005). 8irx negotiated land price was often
significantly lower than that of auction and tendiwe price difference generated considerable
profits by selling the acquired negotiated landnairket prices up to ten times higher (Ho and
Lin 2004; He and Zhang 2000). Local states and‘sbeialist land masters”, variouganwei,

were actively involved in real estate developmdémong the 623 development companies in
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Bejing in 1995, 108 were owned lmanweiand 485 were owned by municipal agencies of

various types (Hsing, 2010).

The intentional design of the gradual reform of ldwed system was riddled with problems.
Land transfer outside the market was still the d@mi in the land system throughout the 1990s.
An estimation shows that 70% of state-owned land wdministratively allocated. Of the
transferred land, 89% was through negotiation amgt @1% (or 3% of the total land in the
market) was actually transferred through aucti@mder and bidding (Ho and Lin 2004). In
1998, for example, there was almost four times ashmand transferred administratively than
through the market. Of the land that did sell om tinarket, nearly 90% was through negotiation,
which was the least transparent, least competitvae (and, not coincidently, most easily
manipulated). What made things worse was that tia¢ ldnd management system, the socialist
legacy of administrative allocation, and the higbfis avilable from land transfer gave birth to
a black market for land. Usually, the negotiataall@rice was significantly lower than that of
auction and tender. Thus, it is not surprising tthéd price difference generated considerable
profits through selling the land acquired througigatiation on the land market at higher prices
(He and Zhang 2000; Ho and Lin 2004). In additibe, flawed land management system created
incentives for local governments, which had disoretry power on land requisition and land
management, to pursue personal gains. Embezzleaielaind revenue was widespread and
severe; the system became the hotbed of rent-geakith corruption (Yeh and Wu 1996; Zhao
and Zhang 1999; Ho and Lin 2003). The second menews and undesired, consequence was
that urban governments actively joined the urbampstition for investment through providing
cheap or free land to support local developing sael real estate development, which in turn
jeopardized rural collectives’ and farmers’ intése@Hsing, 2010). The local governments are
taking advantage of the fact that the newly createxperty rights were not clear about who
represents the state, what constitutes the locargment role in land management and what
rights are assigned to the state entities thatmpctand. Related to the poorly-defined property
rights is a question of who is empowered to acglainel from peasants for urban development,
and who is entitled to benefit from the gains (Dargl Knaap, 2005; Zhu, 2002). Municipalities
are actively acting as agents of the state to gx@at® land and sell it to commercial users. It is
estimated that the revenue generated through emgtiog agricultural land cheaply and

converting it to high-value commercial uses accedrior 30 percent of municipal revenue, and
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70 percent in some extreme cases (Lin, 2005). Stnisehighly profitable to expropriate farm
land and convert it into commercial land, local gmments are actively involved in
expropriating agricultural land to commercial useduding real estate developers. Tsui (2011)
conceptualizes this process as a "land-infrastradaverage strategy" through which local
governments are able to “drive the institutionatai® to their advantage.” In 2002, more than
80% of legal cases filed by peasants against govants in Zhejiang were related to land
acquisition (Ding, 2005). In addition, the “lando@aomy” based on selling land use rights to
business and developers, also left agricultural Bubject to expropriation.

By the early 1990s, the overheated "land econonagetl on extensive use of land had
shown its bitter fruits of the juxtaposition of adMavestment in real estate and abandoned
unfinished buildings due to the lack of follow-umtling, and of greatly reduced farmland in the
countryside and vast unused land in cities (Febhgl.e 2002). Estimation shows that 30-50
million square meters of built floor areas was vacaationally (Hsing, 2010). If the urban
growth machine in the US can be viewed as a prglateinated coalition with local states, it is
clear that the China counterpart is a governmeniidated one. This dual track system is very
unbalanced, with a big and powerful public trackl ansmall and weak market track. While
ensuring a less traumatic transition of the urbemrd|system and persistently high economic
growth in the cities, the dual land system alsoufhd many problems that the central
government would like to eliminate. Since the m@@B90s, the central government has started
to emphasize governmental control over urban l&ndugh a serial of policy documents. For
example, in 1992 the State Council issued a paagumentNotice on Various Problems in the
Development of Real Estateequiring centralized management of urban landhé next year,
the national land bureau released another poliqument,Notice on Macro Adjustment and
Good Management of Land Markéd, call for more involvement of the governmenttie land
market under the name of "macro adjustment”. Urnither guidance of these documents,
Shenzhen and Shanghai made the first step to s$tabland bank to strengthen the control of
land acquisition and supply by municipal government996. In June 1999, Ministry of Land
and Resources (MOLR) issued an internal circulapramote Hangzhou and Qingdao land
banking experiences among national land manageagarticies (Tan 2003). In 2001, the State
Council announced a national policy requiring settip land reserve centers. Land right transfer

revenue and land mortgage loans from financialtutgins were allowed to be used by the land
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banking agencies. Later in 2002, the Ministry ofntlaand Resources issued an ordinance
requiring land auctions and public tenders for @mmercial land. This effort which also
claimed to "follow the international standard,” wason adopted by many cities such as
Hangzhou, Nanjing, Qingdao and Wuhan. There weyeerthan 1000 land reserve agencies at
the beginning of the new millennium and by 2008d anore than 2000 cities had established
land reserve organizations (Lu, 2008). While thenes of the organizations differ in different
cities, the basic functions are quite similar: appiating land, providing basic infrastructéfre
for raw land and then holding the land for sale] aelling the land use rights. It is believed that
the establishment of a land bank can facilitateedtpblishing a "equal, fair and open” land
market; 2) implementing urban planning and redgvelyp dilapidated old neighborhood; 3)
alleviation of conflict in land expropriation andeduction of development risks; 4) curbing land
speculation by developers and protecting agricaltiand; 5) increasing of the market mentality
of the governments; and 6) maximization of govemingains from the land (Feng, et, al., 2004;
Lu, 2008; Hsing, 2010). While there is no evidetitat the first four goals have been achieved,
the latter two goals were reached quite succegsflillis a puzzle that while the land bank
system created as many problems as it solvedststem is increasingly welcomed by local
governments. | argue that it is because this uigiit successfully strengthened the control of
government over urban land. Through establishirg“time inlet, one pool, one outlet” system,
purchasing, storing and supplying all commerci& lasmd is controlled by a single organization,
the land reserve center. It serves as the agenitye@overnment to implement their plan. As an
official from the Beijing land reserve center said:
"Our duty is to implement the spatial constructaquota planned by the Ministry

of Land and Resources. But the central governmentot involved in our daily

management. Every year we announce the land spiiyfor Beijing, including the

amount for infrastructure, the amount for commerdusing, the amount for

control-price housing and so on. We also annouree annual land use plan on

which land parcels we decide to develop this y&hrs is basically to implement the

land use quota from the Ministry of Land and Resesr If we allow them [the

developer] to develop, then they can develop.badmlanning is also dependent on

us to implement their plan. If they plan a land gedras residential housing, but |
don't sell that piece of land, there is no way tteem to implement their plan.”

(personal interview, 2008).

2|t normally refers to “seven availabilities andedeveling (qi tong yi ping)” which includes avdilkity of water,
electricity, road, phone, TV, bus, broad band amdl lleveling.
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The land reserve center at the municipal levdiashtighest local land management authority.
They are responsible for directing land reservaersrand other relevant agencies. Land reserve
centers are eligible for cheap credit guaranteedhbylocal government. After retaining some
profits for running and management costs, the pfofi selling commercial land is remitted to
the municipal fiscal department. It will be eithreinvested in the land banking business or used
to finance urban construction projects (Tan, 2008)s also clear that the practice of land
management of local governments is quite differeotn the argument that role of local
governments has changed from managerialism to peetreurialism as Harvey (1989, 2005)
described in market economies after the neoliberal (Wu, 2008). On the contrary, the local
government consolidated the control over land amanpted what Hsing (2010) called “land-
centered regime of accumulation.” | would argud th& regime is not qualitatively different
from the practice during the pre-reform period. &g the price scissors practice during the
socialist period, | contend that the land bankiygfem in essence established a neo-price scissor
regime. During the socialist period, the pricesagficultural products were set arbitrarily low
while the prices of industrial products were sdiitearily high. Through unequal exchange
between the countryside and the cities, resourcéseaural areas were siphoned to the cities for
the goal of “economical industrialization” (Charg§9%). Comparing this regime to the current
land regime, it is not hard to find great similgritin theory, the land bank’s reserve land comes
from three acquisition channels (Chen, 2011): jeeing land from users who fail to renew,
fail to construct, or fail to pay or change the wgéhout permission, as well as abandoned
infrastructure; 2) purchasing land from market fimplementing urban planning or fulfilling
other public interests; and 3) expropriating larahf individuals or rural collectives. In reality,
very little land is retrieved due to breaking ruteslack of funding. The second channel is very
expensive since the local governments need to @akenprices. Therefore, the most commonly
used way to obtain reserve land is by expropriaitingspecially farm land. According to Land
Management Law, land expropriation is compulsorysinbe for the public interest, and
compensation must be made to the collectives aigthal land users. This practice seems quite
similar to the eminent domain in Western countridswever, the untransferable nature of
collective land makes it very different from theagtice in the West. Since farm land cannot be
transferred, there is no market price for it. Thendl Management Law ‘solves’ the dilemma

through stipulating that compensation for farmlaituld be 6-10 times the annual average
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output of the past three years from the land phéstdnes of the annual average output of the
past three years from the land. But the compensatmuld not be over 30 times the annual
average output. It is not hard to come up to theelesion that this gives compensation far below
the market price for the land when it is reclassifas urban. The establishment of land banks in
the cities is a way to monopolize land transfer arlthn land supply and therefore siphon the
most valuable resources, land, to urban areasefmwriomized urbanization.” What is different
now is that with the construction of a market, thenicipal government can take advantage of
this far-from-institutionalized market to furthezduce the cost of urbanization and outsourcing
troubles. According to a government official fronetBeijing land reserve center, there are three
ways to develop raw land for it to be ready to blel st the market. The first way is to develop it
themselves, the second way is to authorize a stateed organization, and the third way is to
invite tender offers from a private development pamy. How they decide which way to use is
that "If we want to develop the raw land, we doutselves. If we don’'t want, we find a state
owned company to do it for us. But if there’s natstowned company who wants to do it, we
will find a private company through public biddihgpersonal interview, 2008). He further
explained the reasoning:
"Beijing is even more liberalized than Western d¢des now. In Western

countries, residents have to agree to move as lasg they get market

compensation.... We dare not use forced evictiomteQve use it, citizens will lodge

appeal to the government.... Chinese citizens ggressive. If they saw others get

100,000 yuan in compensation, they want that amaoot They don’t care that their

dilapidated apartments were only 20 square metatsle others’ were 200 square

meters.... We let development companies devebpal land; we don't care

whether they will relocate the residents back ot. fidhey need to negotiate with
residents and let the residents move...."

(Personal interview, 2008)
It is clear that instead of being the goal, the keabecame an important tool for the
government to reduce the cost and extract the marinevenue, and at the same time outsource

undesired troubles. Once the troublesome tasksuaseurced to private companies, they are not
the government's business anymore -- that it isate of the market.

3.3.2 Urban housing reform: towards establishing &ousing market?
The “China miracle” (Lin, et. al, 2003) has drawrternational attention from both the

media and the academia. However, the transformafitime socialist urban space has not been a
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smooth one, but one ridden with negotiation, cdates1 and even confrontation (Tomba,
2005;Hsing, 2005). Some scholars argue that China’osgjmatial transition is no less dramatic
than what occurred in those former socialist caeatin Central and Eastern Europe (Ma and
Wu, 2005; Wu, 2007). As an integral part of Chinatggoing transition, the privatization of
urban public housing and the construction of a mmusnarket significantly transformed the
public ownership-dominant housing system. Afterrexoic reform and the initiation of housing
reform, the homeownership rates were similar to thighe United States and England, and were
even higher than those in many European countdesn@ Yi, 2007). For homeowners, housing
becomes personal wealth which can be transferrdieémmarket. For local government, it is
reported that land transactions have become anrtancsource of local fiscal income after the
fiscal reform in China in 1994. This shift has also imprinted itself on the urbsocial
landscape. The ongoing housing reform has beenffesf the social space that was relatively
homogeneous with different social groups from aesdanweiliving in the same compounds

during the pre-reform period.

During the pre-reform period before 1978, urban sy was predominantly publicly
owned” (figure 3.1) (Chen and Gao, 1993; Wu, 1996). Tragority of urban residents rented
apartments from their employersafhwe) or the local governmeft. Danwei also viewed
providing housing for employees as a tacit soc@itiact with them to compensate for low
wages (Deng, Shen and Wang, 2009). Urban housaisgwedominantly financed by the central
state and constructed and allocated by varitausvei The central state budget supplied over 90
percent of the total urban housing investment (Clnath Gao, 1993). After the construction of
housing with investment from the statdanwei allocated housing of various qualities to
employees according to their occupational rankarsyef work experience, family number and
so on (Wang, and Murie, 1996; Wu, 1996). Employeles were allocated housing only needed
to pay token rents as a symbolic gesture. In tropgrty right regime, the central state was the
de jure owner while state ownedanweihad de factoownership rights. During this period,

renters were not granted the right to buy thetingjtapartments because housing was meant to

2 http://www.mlr.gov.cn/pub/gtzyb/tuditiaokong/mtbtis/t20061019_76895.htm

24 While the majority of housing was owned by SOEs arganizations or the urban housing managemeesbyr
privately owned housing also existed. But the paiage was very low.

% |f urban residents did not belong to any state-@ivoompanies or organizations, they could applyfor
allocation of public housing from the local housimgreau.
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be kept predominantly public. At the same time, tmerery low salaries, few people could

afford to buy housing units at market value.

Central government

[
Housing construction

Investment
\ 4 A 4
State work units Municipalities
Housing Community Housing stock
l | l l
A 4
Public Employees Other residents

Figure 3.1 Housing allocation system before tlierne
Adapted from: Lai, 1998 and Kwong, 2001

Compared to renter’s rights in a market economg,rights of urban renters in China were
much strongerdanwei could not re-appropriate the housing units onceey tivere allocated.
Residents could even pass their housing unitsdio difspring. While they did not legally own
their housing, residents viewed their allocateddiay as their own property because they could
live in the housing units with no time limit. Ind&a the low salary offered to state employees
during that period served as a tacit "social cantitreo allocate the public housing with no time
limit, which in fact turned renters intde factoowners. In addition, since thde jure owners,
danwei or the urban housing administrative bureau, seldowrted their ownership rights,
renters had more rights than those in the Westeumtdes, which in turn reinforced renters’
perception of themselves de factoowners. Overall, the housing system during thergferm
period was a welfare-oriented system dominatedubip rental housing, in which renters had
more rights than legally defined renters in thetwkisand Yi, 2007). However, this system put a
heavy burden on the central state. While the cegtneernment claimed that it was important to
improve living conditions, Cheng (1999) argued tha motivation for housing reform was
more about shedding the burden of supporting tipemsive public welfare housing system than

improving the living conditions of urban residenidéo matter what the real reason was, the
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central government had made up its mind to refdrenhiousing system as part of the economic

reform.

Then, starting from 1979, the central governmeittated experiments to privatize public
housing in several cities. Realizing the problemshe previous period, the central government
started to look for ways to reform the public hagssystem through privatization. There were
three main ways that privatization was enactede sal newly-constructed housing at
construction cost, subsidized sale of housing, esmt reform (Wang and Murie, 1999).
However, due to the extremely low rent and low sal¢éhis experiment failed. From 1986 to
1988, the central government re-selected four others to start a new round of experimental
reform and soon expanded this policy to the whaéon?®. During this period, the main
methods used were adjusted to increase both rergaary of urban residents. Overall, housing
reform at its outset did not have a clear goal afrkatization, but rather was pragmatically
concerned with dealing with the problems of aneasing housing construction burden and an
urban housing shortage through sharing the respiditysiof housing investment among the
governmentdanwej and individuals so that the cost of welfare hogstould be minimized
(Song, et. al., 2005; Ho & Kwong, 2002). Despitdused control from the central government,
the early stage of urban housing reform was charaed by increasing rather than decreasing
state intervention of local governments ath@nwei due to greater responsibilities assumed
(Wang & Murie, 1999b; Wu, 1996).

In 1994, new policies tried to push forward the ketization of housing system through
setting up a housing provident fund and increasivegrent of public housing. In addition, the
central government introduced subsidized commelumising (Economical and Comfortable
housing}’ to middle and low income households. More impdtyarthe new policies required

danweito sell their public housing to the sitting resitke However, during this period, while

% The publication of the central government poliogdmentmplementation Plan for a Gradual Housing System
Reform in Cities and Towr{State Council, 1988) marked the turning poinhodising reform from pilot schemes to
overall implementation in all urban areas. The mgjmls were to share the responsibility of hougivgstment
among the governmerdanweis and individual buyers and to establish a diridtage between rent and wages so
that the cost of welfare housing could be minimigdd & Kwong, 2002).

2" Economical and Comfortable housing is a type ofissommercial housing. It was first proposed in a
governmental document “Notice about actively arfélgacontinue housing reform,” which proposed agtyy
economical and comfortable commaodity housing. Fartbentral government institutionalized this tyfdousing
type as "Economical and Comfortable housing" in8L9Rocal governments allocated free land to dep&ie to
construct residential buildings. There is a priap for this type of housing.
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danwei ceased in direct construction and provision of dmog, somedanwei continued the
practice of welfare housing provision through pasihg housing from developers and then
reallocating it to their employees (Zhu, 2002). @thformed their own real estate companies to
construct housing for their employees. In Beijimgarly half of all housing constructed was
purchased byganweiin 1990 (Leaf, 1995). It is clear that the memyadif providing housing as
one of the basic responsibilities to and a soaaltract with their employees was not changed.
Instead, the increased fiscal freedom maaawei with resources more likely to increase
housing benefits (Deng et al., 2009). As a residt,housing difference between rdanweiand
poor danweiincreased (He, 1993). In addition, the dependemcganweiwas, ironically, also
increased for public employees who wanted to oldtausing or improve their living conditions.
While some residents did obtain private housingugh purchase, the process of housing reform
was slow and not firmly enforced by any level ofgoments.

The year 1998 witnessed the Asia financial crisi®eping almost all Asian countries.
Although China was not severely impacted by thigificial crisis as it had not opened its
currency to the international financial market, etp, one of China’s economic pillars and
employment generator, decreased because other Asiartries devalued their currencies. In
this context, generating domestic demands to ensa@omic development became an
imperative and housing demand was viewed as progisi sustain the falling economy. | argue
that turning urban citizens into “neoliberal consugi is more a state agenda than developers’
strategy. Not only did the state terminate the arelfhousing allocation bganwef®; it
emphasized repeatedly the importance of buildirdp@estic market. The private real estate
sector was encouraged to expand and replace tHe gelstors (local housing authorities and
work units) as the major housing provider. The ngoal is very clear: it aims at “pushing the

marketization and socialization of housing” anddipoting housing industry to be the new

% |n 1998 the State Council issued a new docunimtice on further reform of urban housing systerd apeeding
up housing developme(ibocument No. 23), in which the state firmly fodesany form of welfare housing
allocation from work units to employees (State Goli998). In addition, this policy adopted a hwd called "old
people old method, new people new method" in whididents employed before 1998 were granted housing
subsidies and lower than market prices to buy #itting apartments. Residents employed after 128& required
to purchase housing from the market. It is a wagnsure a smooth process of housing reform. Togeititle direct
policy on housing provision, the central state &dseered the interest rate and exempted develdparsmany
related tax in order to promote the developmenhethousing market.
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economic growth point”. With the firm terminationf mew public housing provisiofi ,
preferential monetary policy, and the demand fgurioned housing condition by urban residents,
housing prices started to skyrocket in major Chengties. In addition, the credit market opened
to potential home buyet$ which made it possible for potential home buyterget access to
large sums of money to buy a home. In a sensepdhed of public rental housing as welfare
ended and a housing system dominated by home owtated. The housing system in China

during the reform era can be conceptualized asvisll(Figure 3.2):
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Figure 3.2 Housing System in the Reform*ra
In 2003, the State Council issued a policy docunienthich the real estate industry was
promoted to pillar industry?. Following the guidance of the central governmebotal
governments came up with preferential policiestttaet investment in the real estate industry.
Through privatization of public housing and estsiilng a housing market, the rate of
homeownership, which is taken as a sign of a miafgles social situation, has increased greatly:

2 |n fact, direct provision of welfare housing nesespped in some bidanweiwith a lot of resources, or those at
the national level until many years after the hngsieform.

%91n 1998, the People’s Bank issued a policy docupiéstice on Increase Housing Loan and Support Housing
Consumption and Constructig@ocument no. 190, 1998). One year later, the RépBlank issued another policy
document, Guidance on Personal Consumption Loanyient no. 73).

31 Adapted from: Huang, 2009, Housing Inequality iarsitional Beijing

32 Announcement of State Council about promotingthgalevelopment of the housing market (Guowuyuan
guanyu cujin fangdichan shichang jiankang fazhatodgzhi) (State Council, [2003] No. 18). URL:
http://www.gov.cn/zwgk/2005-08/13/content_22259.htm
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from 20% in the 1980s to 84.3% in 2010 (Huang aladkC2002; Man, 2012). The living space
has increased even more dramatically. The averagegpita floor space was 6.7 square meters
at the beginning of economic reform and it increlage20.3 square meters in 2000 and 32.9 in
2012 (NSB, various years).

Furthermore, the housing reform not only helpeddfarm the false welfare system, but
changed the "backwards" attitude of urban resideiisa speech Guangtao Wang, minister of
the Ministry of Construction, he emphasized SecGeyeral Zemin Jiang’s words that we need
to throw away three backwards thoughts: (1) lowt esrd allocation system is a superior aspect
of socialist country; (2) housing is a politicasu®; and (3) housing expenditure should not be
part of individual spending (Wang, 1999 in houspadicy collection). The once-superior aspect
of socialist countries over capitalist countriessviarned on its head into a negative aspect that
blocked the progress of housing reform. It showesl attitude of the central government in
moving towards the capitalist road. However, thema of existing public housing stock was
still based on job position and seniority, the samiteria for allocating housing in the pre-reform
era. In the policy, the subsidized living area @&nployees below section chief is 60 square
meters, 70 square meters for section chiefs, 9@rsqueters for department directors, and 120
square meters for bureau directors in Beijing €&t@buncil, No. 10, 1999). Thus, bureau
directors received twice the subsidy given to erypds below section chief in terms of area
alone. The basic subsidy is 12@&anper square meter, plus a percentage of the salar998
and the working year. Because higher-ranking engadsyalso had higher wages and longer
employment time, the basic subsidy itself wouldegate 17,50Quanmore for employees with

position of director of bureau than employees wpititions below that of section chief.

3.4 The Role of the Governments

3.4.1 The central government

Zhang (2002) points out that urban politics in trensitional China does not happen in a
liberal democratic context as in the US. The @rgovernment is an important stakeholder in
China’s local policy practice because of its contneer the state bureaucradyt the same time,
the transition to a market economy requires therakgovernment to play the pivot role in

designing and enforcing institutional rules. Throutg action on agenda setting and rule setting,
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the central government is able to pursue its owonemic and political interests, which have
impacts on the dynamics of local policy practidased on the discussion on housing reform
process discussed in previous section, we carhaédhie central government took an active role
in institutional design to build a housing marketldreedanweifrom public housing provision.

Although the housing reform significantly shed therden of the central government, the
skyrocketing housing prices are increasingly becanserious problem. Since 2003, the central
government started to tighten both land and credjiiply to real estate companies, hoping to
control the rising housing price. The central goveent required the termination of direct land
transfers to users and that all land for constoacbe obtained through tendered bids in 2004
(Tang, 2011). In addition, the down payment wasdased from 20% to 35% for developers and
for potential homeowners was increased to 30% Herfirst home and 40% for second homes
(Qi, 2011). Preferential interest rates of alltsdor home buyers were forbidden. In 2005, the
State Council issued another policy document tarobthe skyrocketing price of housitig
Soon after that, seven ministries issued a docunpeaviding implementation detaifs.
However, due to the imbedded interests of bothl Igogernments and developers in developing
luxury housing, the regulation did not efficientdgntrol the rising housing prices. In May, 2006,
the State Council announced a policy documentljoissued by nine ministrie©pinions about
Adjusting the Structure of Housing Provision andn€olling Housing Prices®. In this
document, the central government required locakgawents to ensure that the local supply of
affordable housing (Economic and Comfortable hagisimder 90 square meters be more than
70% of total commercial housing provided. Througttisg the proportion of affordable housing

constructed, this document tried to urge local goweents to change the behavior of developers

33 Announcement about Stabilizing Housing Prices (Guagieshi wending zhufang jiage de tongzhi), whichlso
calledNational Eight Point (Guoliutiao)lt was issued by the State Council on March 2852URL.:
http://finance.sina.com.cn/chanjing/b/20050420/0%38481.shtml

34 Opinion about the Work on Stabilizing Housing Bs¢Guanyu zuohao wending zhufang jiage gongzuo de
yijian), which is also called New National EightiRo(Xin Guobatiao). It was jointly issued by theStruction
Ministry, the National Development and Reform Corssion, the Financial Ministry, the Land and Resesrc
Ministry, the People’s Bank, the State Administatdf Taxation, and the China Bank Regulatory Cossion on
May, 2005.URL: http://news.soufun.com/2005-05-15897.htm

%This document was jointly issued by the MinistryGafnstruction, the State Development and Reform
Commission, the Ministry of Supervision, the Mimysof Finance, the Ministry of Land and Resourd¢&sople’s
Bank of China, the State Administration of Taxafitire National Statistics Bureau, and the ChinakiBen
Regulatory Commission, which provided implementatietails of a previous document issued by Staten€ib
State Council Six Points about Regulating CurrezdlFEstate Industry. URL:
http://www.realestate.gov.cn/file.asp?recordno=8&t8amno=261&line=2
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who tend to over-supply large, luxury housing unithis document also tried to check investors
through imposing a high transaction tax on houpmghased less than 5 years, an increase from
the 3 years of previous regulation. In additiorx siinistries of the State Council issued a
document to increase the cost of foreign investritergal estate industty which is apparently

at odd with the Washington Consensus. Furthernfooe; 2004 to 2008, interest rates were
increased several times. Not satisfied with indingalicies, the central government issued a
policy which required all newly developed housingjpcts to have units smaller than 90 square
meters of 70% of their apartments in 2006. Howeeentrary to the goal of these policies,
housing prices kept going up due to the fact thase policies increased the cost of real estate

development and decreased the supply of largerapattunits.

Thanks to the recession caused by the subprimes anisAmerica in 2008, housing prices
decreased slightly in major Chinese cities. Afrdndt the declining housing prices would have
negative effect on the macroeconomic growth sirez@ estate industry had been decided as
pillar industry in China, the central governmenmediately issued several policy documents to
respond to this trerid With all these preferential policies, the treridiecreasing housing prices
was reversed very soon. From 2009 onward, hougrmiaps skyrocketed. The affordability

problems is getting worse in many Chinese citispeeially in large cities as Beijing.

In addition to its constant involvement in the rexgchousing market, the central government
also proposed a subsidized commercial housing, ri&taical and Comfortable housing”. While
the term "Economical and Comfortable housijiggfi shiyong fang' was mentioned in central
government policy documents in the 1980s as welamse later documents, its definition and

implementation details were never described ingolicy document prior to 199% It was first

3 Opinion about regulating FDI approval and managgritethe housing market (guanyu fangdichan shigha
waizi zhunru he guanli de yijian), issued by Minysdbf Construction, Ministry of Commerce, State Bpment
and Reform Commission, People’s Bank of China,eStatministration of Industry & Commerce on July 800
URL: http://www.realestate.gov.cn/file.asp?recored770&teamno=103&Iline=100

%" Interest rates for home buyers were decrease@%oahd down payments for both developers and hapers
were decreased to 20%. New policies also decrabseatoperty tax for purchasing new apartmentsadinginated
the housing transfer tax for second-hand apartments

% |In document “Policy Key Points of Constructing drband Rural Housing” drafted by National ScienceeBu,
it says “by 2000, every urban household should lzewveconomical and comfortable housing unit”. Itigyo
document “Notice on Actively and Smoothly Reformithg Urban Housing System” issued in 1991, theeStat
Council proposes that local governments shouldhmre effort on developing economical and comfoeabl
commaodity housing. In policy document “Notice ornrther Deepening Housing Reform in Cities and Towitis2
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clearly defined in the 1995 policy document “Impkmation Schema of National Comfortable
Housing Projectgnju gongheng).” In this scheme, those constructing "cotafie housing”
can obtain free administrative allocated land fribv@ local government atanwei In addition,
the central government contributes to 40% of thestraction funding and local governments or
danwei contribute to 60%. Furthermore, the local govemimeare required to pay half of
relocation and infrastructure cost. It is not h&wdimagine that local governments have little
interest in this project due to their disproporéitely large contribution. Since this scheme
involvesdanweias an important participant, instead of transfagrthe essence of tltanwet
based welfare housing system, it justifies the iooled involvement oflanweiin the new era,
complicating the overall transition toward a markigented system of housing development as

well as a clearly defined property rights (Zhu, @00

The affordable housing project can be viewed asptieeursor of the economical housing
project. In 1998, the state council launched thioonaide economical housing program. This
policy document proposed building a three tier lmgisystem: commercial housing sold at
market prices to high-income households, econonticaising sold at government-regulated
prices to medium and low-income groups, and cheajalrental housing targeted at the lowest
income families (State Council, 1998). In orderntake sure that the prices of economical
housing is lower than the market price, the schetipallates: (1) Administrative land allocation
exempting from land transfer fee; (2) Tax and femvers or reductions; and (3) Government
regulated prices through negotiation between lgoakernments and developers. These prices
are usually calculated according to estimated ocbsgevelopment, tax and fees, and a restricted
profit level (typically less than 3%) This policy document states that developing entnal
housing is “to build a housing system suitable smaalist market economy, to expedite housing
reform, to cultivate real estate industry as neanemic growth point, and to satisfy the housing
need of urban residents” (Construction Ministry989 which is consistent with the goal of
housing reform. Based on the order of the goals ot hard to see that cultivating the real

estate industry is the foremost goal, while saitgfythe needs of urban residents is the least

State Council requires local governments of alelswo pay more attention on constructing econoinaicel
comfortable housing.

% Later, price mechanism was slightly modified tmalboth price cap and average standard price ragdt
between governments and developments. The lattdelelopers to set different pricing levels fiffedent

housing units (such as with different styles, iffiedent floors of the building, etc), as long as ttalculated average
price conformed to the standard price and thairades are within 3% floating range.
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important, if not a just a welcome byproduct. A®mire Jiabao Wen’s speech in National
Housing Reform and Housing Construction Meetingesta

“In order keep an 8% economic growth rate, it iswanportant to promote domestic demands....

The key of building a new housing system is to pternonstructing of economical housing.... On

the one hand, middle and low income households$herenain social group in cities, and developing

economical housing can satisfy their needs; onather hand, developing economical housing can
increase effective domestic demands to drive tbeanic growth...”*°

Although the role of central government has chanfyeth direct provision to influence
financial institutions, the role of the central gowment was much stronger than that in the
Western countries since most large banks were ovayethe state and subject to centralized
government control (Wang et. al., 2013). In additidt is clear that the government used
administrative ways to involve itself in the howgigystem under the name of macroeconomic
means (Zhao and Tan, 2006).

3.4.2 The local government

Municipal governments are responsible for both liqmablic good-related programs and
revenue generation activities during the reform. & national capital city, Beijing is both
archetypical and exceptional with regard to theettggment of its housing (Leaf, 1995). In the
new housing system, the local government is plagrggntral role. It is important for them to
achieve a balance of the double roles. It is ntt mrsponsible for providing subsidized housing
to low income residents, but managing the commirdec@using as well. However, local
governments are more likely to cooperate with dgweds to develop commercial housing, and
especially to provide luxury commercial housingstéad of providing affordable housing. The
high reward for selling land use rights providesagrincentive for local government to develop
the real estate industry. As explained earlierhis thapter, the municipalities are acting as
agents of the state to expropriate land and selatiguired land to commercial users (Lin, 2005).
The revenue generated through expropriating aguieiland cheaply and converting it to high-
value commercial uses accounted for 30 percentwficipal revenue, and 70 percent in some
extreme cases (Lin, 2005). Some municipal govertsnesed preferential policies such as tax
return and granting locahukou to attract developers and investors to invest @using.

Generally, the price of commercial housing is Vaigh; out of the reach of most urban residents.

“0 http://sjs.bjgtj.gov.cn/tabid/3937/Infol D/69382itl/3943/Default.aspx
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However, it is argued that as long as local govemisrwant to snatch profit from commercial
housing, they would not let the price of commerdialusing fall if they can prevent*it In
addition, because it is highly profitable to exprage farm land and convert it into commercial
land, local governments are actively involved ipreypriating agricultural land and allocating it
to commercial users. For example, more than 80%egdl cases filed by peasants against
governments in Zhejiang in 2002 were related tal lanquisition (Ding, 2005). Tsui (2011)
estimates that the share of land premiums in laggtegate fiscal revenue was over 25 peféent

Whereas regulatory decentralization contributes dwplaining local governments’
cooperative role with developers and investorsgcah only partially do so. Some other
institutional factors have affected local governtsemotivations and interests with respect to
local policy practice of economical housing develgmt. As mentioned earlier in this chapter,
the decentralization of regulatory power also aquames decentralization of more
responsibilities to local governments. Therefores ialso important to examine the behavior of
local government with the opportunities and comstsadefined by the central government. In
terms of housing provision, Wu (2004) argues thiéih Whe decentralization, local governments
attempt to use a more market-oriented approach asghroperty-led development. However,
there is a contradiction between housing provisierthe process of providing basic shelter for
labor reproduction and housing production as megonmodity production, which is used as a
vehicle to promote urban development (Wu, 2001hak been observed that local governments
relaxed the implement of central government’s uafalle policies on housing market as soon
as the pressure from the central government edaégtlvang, et. al., 2013). In the following
sections, | will explain how the local governmesitnvolved in the provision of different types

of housing in more details.

“IAs long as real estate is a pillar industry, theegoments will not truly hope the price to all? o dichan shi
zhizhu, zhengfu jiu buhui zhen pan jiangjia). Obéai through: http://news.xinhuanet.com/house/2005-
04/05/content_2788543.htm

2 Some media even reported that the percentagesagigtaas 60 percent.
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3.5 Managing the New Housing System

3.5.1 Affordable housing

From its beginning, government subsidized afforddidusing is riddled with problems such
as units too big to be affordable, selling to iesgj and so on. Some scholars view the result as
the outcome of a game between the central governamehthe local government. | would argue
that the main purpose of both is the same. Howesmece the local governments need to come
up with the resources to promote the affordableshmu program (i.e. Economical and
Comfortable housing), they are more pragmatic. Wit emphasis on affordable housing
supply, the investment in it went up since 1998. otder to get the interest of developers to
involve in providing affordable housing, local gomment initially tacitly allowed them to
construct large economical housing units to catertigh income residents since ordinary
residents were not willing to purchase housinghenrharket at the beginning of housing reform.
Therefore, many affordable housing units constdietethis time period were more than 100 sq
meters (about 1000 square feet). In Tiantongyuarge of the biggest affordable housing
neighborhoods, many housing units are even latgger 120 sq meters. While the price per sq
meter was lower than the market price, the totalegrwere far beyond the reach of the ordinary
residents. In fact, the goal of constructing ecoicamhousing was not to increase housing
affordability for ordinary urban residents, butatract enough buyers. As a government official
said: “At that time, not too many people wantedtty housing on the market and we worried
whether they could be sold at all” (from interview)/hen this policy was implemented in
Beijing, affordable housing was not only definedcahgap commaodity housing constructed by
private or public developers with government suiesidbut housing constructed dgnweias
well as danweiemployee cooperative housitig In addition, the latter two types ofanwei
related affordable housing are required to setlanweiemployees. This seemingly small added
detail not only legitimized housing constructeddanwei,which the housing reform tried hard
to abolish. In addition, the regulation forbiddisgjlingdanweiconstructed affordable housing to
people who do not belong to tldanwei in essence guarantees that the benefits ftanwei
would not be seized by any outsider: as a Chineg@® goes, “do not allow the nutritious water

flow to others’ farmland” Feishui bu liu wairen tian Through adding other sources to

3 Notice on Various Regulations to Expedite the @uusion of Economical Housing, Beijing People’s
Government, 1998 No. 54
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economical housing, the Beijing government not aslieved itself of the burden of funding the
expensive project, but added more housing to tferd#blehousing stock as a governmental

achievement.

Despite the great emphasis on its important antkignetial policy on land use, and despite
the local government tacitly allowed developersdastruct larger units to cater to high income
households and explicitly welcomaganwei to participate affordable housing construction,
affordable housing is not the favorite type of inggdevelopers would like to provide due to the
profit cap. From the beginning of this program, remoical housing never took a significant
share of the total urban housing supply, and droppe marginal fraction (about 5% in terms of
investment and floor space constructed in 2010).is lapparently a lose-lose game. For
developers, the price cap significantly constraipedfit margins. For local governments, it
required them to provide both free land and freeastructure. Furthermore, public rental
housing remained the main type of housing for @dinurban residents at the early stage of
housing reform, and economical housing had to date¢he small proportion of high income

households.

With the persistent urbanization process togethtr the stimulated need to improve living
conditions, prices of commodity housing kept risigconomical housing gradually gained
popularity. It was not unheard of for people teelup for days to get permits to buy economical
housing®. From time to time, the news disclosed scandalseselling economical housing
permits at handsome prices by people with connestio various cities. For example, a permit
for a housing unit in Tiantongyuan, a large ecorgainhousing community in Beijing, was sold
for 180,000yuan (about than 30,000 dollafd) In Wuhan, selling economical housing permits
has become a mature busirfésBue to these problems with economical housingMmistry of

Construction issued a policy document that tightiptrols the unit size of affordable housing. In

““More than a thousand people were lining for tlease of purchase permit for the Economical aridrdéble
housing” (Jingji shiyongfang fanghao, gianyurendpdi http://www.baijuyi.com.cn/news/htm/2608.htrtNjore
than one thousand people were lining for purchagergnit for the Economical and Affordable housingliantong
yuan” (Tiantongyuan jingjishiyongfang fanghao, giaren paidui)
http://ido.3mt.com.cn/pc/200512/20051229314116.shtm

*5«A purchase permit for affordable housing in Tiamgguan was sold for 135,000 RMB” (Tiantongyuan jing
shiyongfang, yige fanghao shou 13.5 wan), obtathezligh: http://news.xinhuanet.com/house/2007-
02/05/content_5696398.htm

“S“Economical and Affordable housing in Wuhan: a aitnéined black market”
http://view.news.qq.com/a/20090715/000010.htm
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addition, the policy document also unambiguouslyb&ole collaborative housing between
danweiand employees in 2003 (Ministry of Constructiom, 48, 2003Y. This policy not only
made affordable housing less attractive to deveprit deprived housing provided dgnwei

of its benefits as well. Table 3.1 shows that thes®s a big drop in affordable housing
investment and supply in both share and absolutsese 2004. Probably due to the cash-cow
effects of the booming housing market, the localegoment followed the central policy on
affordable housing. From the behavior of centrabegoment and local government on
economical housing we can see that both centrabrgovent and local government were
constantly involved in the affordable housing syppl order to achieve their goals. While the
main goal is the same, to promote affordable haudavelopment, the central government needs
to pay more attention to the social effects, wholeal government needs to concern itself more
about cost and benefit. | would argue that the42p06licy indicates the changed attitude of
central government towards economical housing Isador the central government,
economical housing was no longer needed to geneftdetive domestic demands; rather, it
required more control to avoid corruption and resking. It was more in line with the attitude
of local government as a duty than an economicnendn other words, the central government
and the local government came to a consensusftbadable housing as pioneer of the housing
market had finished. This change of attitude canfuréher demonstrated by later policy
documents. For example, in policy documiBotice on Managing Economical and Comfortable
Housingjointly issued by the Ministry of Construction, tiNational Development and Reform
Commission and other ministries, the importanceaninomical housing in generating domestic
demands and thus promoting affordable growth iallfoabsent (Ministry of Construction, No.
258, 2007%. Only affordable housing policy as an integratedt pf the welfare system for
urban low-income households was mentioned. Wiitadable housing is subsidized housing
targeting urban residents at particular income Ifgvié is categorized as special commodity
housing. However, the ups and downs of affordalolesing supply had little to do with the
change of demand and supply in the market, or hhege of social structure, but because of the

change of policy priority.

*"A notice from the State Council about promotingtsined and healthy development of real estateby@yuan
guanyu cujin fangdichan chixu jiankang fazhan deahi), obtained through: http://www.gov.cn/zwgk20
08/13/content_22259.htm

“8«A notice about releasing ‘Methods of Managing BEemical and Affordable Housing™ (Guanyu yinfa ‘iiji
shiyongfang guanli banfa’de tongzhi), Obtained tigtw: http://www.gov.cn/zwgk/2007-12/01/content_822A4tm
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Table 3.1 Affordable housing development andhirs in residential housing development, nationyide

1997-2009

Year Investment completed in| Affordable housing share in |Floor space of affordabld affordable housing in total
affordable housing | total investment completed in| housing constructed | floor space of residential
development (billion residential housing housing constructed

yuan, 1978=100) development (%) (million sq.meters) o

1997 4.87 12.05 17.21 15.65

1998 7.30 13.01 34.66 20.83

1999 12.15 16.56 39.70 21.12

2000 15.30 16.38 53.13 21.77

2001 17.05 14.22 57.96 18.98

2002 16.97 11.27 52.80 15.21

2003 17.94 9.18 53.31 12.16

2004 17.01 6.86 42.57 8.88

2005 14.45 4.78 35.13 6.37

2006 19.20 511 43.79 6.80

2007 21.79 4.56 48.10 6.10

2008 24.34 4.33 56.22 6.72

2009 28.78 4.43 53.55 5.74

Data source: National Bureau of Statistics of Chuaaious years.

Two special subsets of affordable housing are aatipe housing and private fund-raising
housing bydanwei constructed housing. Although there are no offidata to indicate the
percentage of these types of affordable housiegpéct that while decreasing in their share over
time, they took up a large share at the beginninipe housing reform. Another reason that the
percentage of Economical and Comfortable housingedsed quickly with the deepening of
housing reform is that fewer and fewadanwei participated in constructing their own housing,
which is categorized as Economical and Comfortalolesing. It is generally agreed that with
the 1998 policy document, which is considered as dtarting point of housing reform, the
central government determined to break the welfaresing system and construct a housing

market. However, clause No. 17 explicitly encousageoperative housing and private housing
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fund-raising in order to increase of the supplyEgbnomical and Comfortable housing. This
clause kept the opening fdanweito construct and allocate housing to their empsyender
the umbrella of affordable housing. Beijing issuatbther policy document in the next year,
making it even clearer. In the documé@eepening Housing Reform in National Government
Organizations in Beijingit stated thadanweiwith land that was subjected to redevelopment
could apply to construct housing and sell it asrecoical and Comfortable housing to their
employees if the construction was in accordancé wrban planning. Based on this policy, it
was still allowed to construct housing for emplay@es long as the housing units were sold to
them as Economical and Comfortable housing. Betpterequisite is that theanweihad to
have its own land. Théanwetowned land was all allocated by government befloechousing
reform. Normally, big and high levelanweitended to obtain more land. This policy, in essenc
granted employees working in big and high admiatste danweithe opportunity to obtain
subsidizeddanweiconstructed affordable housing, while leaving thasrking for smalbanwei

on their own to get housing from the market. Infdxee of the skyrocketing housing prices, this
cooperative housing construction initiated by goweent organizations and big SOE (state
owned enterprise) aroused public resentment. 116, 20@ central government released a policy
documentNotice on Stopping all Out-of-line Cooperative Hiogs forbidding the approval of
any cooperative housing by government organizati@hthe same time, it also required projects
satisfying regulations and approved by the locategoment to follow the regulations of
affordable housing. There was no further desaipspecifically explaining what regulations
cooperative housing should follow or how to getleal government’s approval. While the tone
of this policy document seemed quite determinets thause made it very flexible for local
governments to handle in a case-by-case mannerefbne, it is not hard to see that several
years after this document was issued, the newdamyguliscloses scandals of luxury housing
constructed by government departments being solthéos employees at deeply discounted
prices, sometimes only about half of the marketeor even lowéf. For example, even an
official mainstream newspapeKinhua New estimates that sometimesnweiconstructed

Economical and Comfortable housing consists of tlome third of the total Economical and

9 “State ministries and the central state ownedrpriges still indirectly allocate welfare housin@uwei yangqi
reng zai bianxiang fen fulifang), obtained through

http://www.360doc.com/content/10/0424/07/649455 048 3.shtml; “A survey on civil servants’ welfareusing”
(gongwuyuan fuli fenfang diaocha), obtained through
http://www.360doc.com/content/10/0424/12/72265 B88%.shtml
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Comfortable housing suppfy Since the central government’s strict censorshiis, reasonable

to expect that the real number could be even higleraddition, the area of these economical
housing units was much larger than the economicasing criteria of 60 to 80 square meters.
Housing for officials at ministry director level w480 square meters, for example (Ji, 2007). In
a sense, urban residents with the strongest punthgsower enjoyed the lowest prices.
Therefore, in essence, housing reform policy orgpliad to urban residents working in the
private sector and small public organizations/comgx while urban residents working for
government departments or monopoly sectors coytoydroth the reformed salary and the un-
reformed housing benefit.

According to the policy, self fund-raised hous{sgren ji zi jian fang should be treated as
Economical and Comfortable housing similar danwei initiated fund-raising housing. But
before 2000, the majority of cooperative housing watiated bydanwei There were also semi-
public housing cooperative groups. But they nevaned popularity. In 2004, an “individual
cooperated construction” program was initiated hyoadinary Beijing resident who tried to
organize a housing cooperative group to consthat bwn housing (Wu, 2005). The initiator
expected that this housing would be at least 208apér than the market price since they did not
need to pay for advertisement or administrative feed they did not need to generate profits. In
the face of the high housing prices, this advocamn gained more than 500 followers within a
short period of time. However, after participatingseveral land auctions, this group could not
obtain a piece of land within their budget througtding. After two years of prolonged effort,
the organizer had to give up. In fact, the priviaidated housing cooperated group in Beijing
was not unique. Similar groups were also organiredther major cities such as Shanghai,
Nanjing and Chengdu in the same period. For instancShanghai self-initiated cooperative
group that consisted of many well educated prodesds from accountants to financiers to
architecture designers almost covered the mainsatteat real estate development requires.
However, with very few exceptions, these groupshall the same fate as the Beijing housing
cooperative group (Yan, 2005; Ye, 2006). The oxgeption so far in the news was a private
cooperative group in Wenzhou that successfullyfbich piece of land in 2006 which drew a lot

of media attention. However, the director of Wenzltousing Bureau soon announced that this

0 “Examing the odd phenomenadsdnweifundraising housing: who increased the gap ofques? Toushi danwei
jizi jlanfang guai xianxiang: shui jiang zhengcadei yue la yue day’, retrieved from:
http://news.xinhuanet.com/politics/2007-04/18/cont&993782.htm
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cooperative housing project was not totally obedterall the regulations (Sun, 2006). Further,
in the Fifth Session of the Tenth National Peoplé@ngress held in early 2007, Mr. Wang,
director of the Ministry of Construction, made tigevernment's attitude towarddanwei

constructed housing and private cooperative housuan clearer: if companies had their own
land and obey the urban planning, they can cortstrauiesing to solve their housing problem. At

the same time, it is important to watch illegavpte cooperative housing (Xin, 2007).

According to policy documents, the government stiosupport affordable housing
construction. In "Notice on Promoting Healthy Desghent of Housing Market" issued by the
State Council in 2003 (State Council, No. 18, 20@8)f-fund-raising and cooperative housing
are parts of the economical housing and shouldrdstetld with Economical and Comfortable
housing policies.Danweishould not participate in self-fund-raising andgerative housing for
allocation housing or real estate developmentedinss that the central government has a more
preferential attitude towards private cooperativaiding development. In reality, privately-
initiated cooperative groups have to compete vétiyd real estate companies to get land, which
is generally fatal to these groups. In additiorthait any preferential attitude towards them by
the government, banks are very unlikely to lend eyoto them. Without any clear guidance
from the central government, the Beijing ConstruttBureau ignored the application from Yu,
the initiator to form the cooperative, becausedheas no law explicitly stating this advocacy to
be legal (Chen, 2005). Although the Beijing goveemtincould not find enough evidence to
outlaw the attempt, they certainly did not wantréaognize it officially either. In 2005, the
Ministry of Construction disclosed that they wouddcisively stop “illegal” private housing
cooperative groups. In fact, there was yet anytiegidaw or regulation to outlaw this type of
group. And due to their limited size, the governtmeay not have had any real intention to deal
with them. But the signal from the central governin@as very clear: they would not support
this private initiative. In addition, Mr. Meishemgge, the director of the Chamber Of Commerce,
charged it as a retrogression of the whole sodethe pre-reformed era (Fan, 2005). Lacking
any preferential policy or opinion support from beal government, almost all private housing
cooperative groups were stuck in the same mireobfbeing able to obtain affordable land or
borrow money from the bank. Despite wide medianditte@ to cooperative housing initiatives, it
remained to be a “loud thunder but small rdgisheng da yudian xigb movement overall

because successful cases are so few and far between
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3.5.2 "Small property right"( xiao chan quan) housing

In contrast to the fate of the privately initiatsabperative housing, "small property" housing
gained popularity even though government trieduxd dts development from the beginning. In
fact, "small property right" housing is not a legal official term. It is a unique category of
housing “with Chinese characteristics”. Accordingthie definition of property right, there is no
such difference as "big property right" or "smaibjperty right." Therefore, it is only reasonable
to say "have" or "have no" property rights. In tGhinese case, this "small property right"
housing refers to housing built on collective laartl sold to individuals outside the collective
with limited property rights or uncompleted progeright housing, because it is not supported
by a housing certificate issued by the local goresnt. According to Yan, the chair of the Land
Planning Center at Renmin University, small propeight housing projects are usually based on
contracts between the village committee and deestopo build housing on collective land
(Wang, 2009). Most of the small property right hogsprojects were developed under the
umbrellas, such as "new countryside constructidold village redevelopment,” "agricultural
tourist garden construction,” and so on. Regulanroodity housing developers should have five
permissions: planning permission, design permissionstruct permission, land use permission
and sale permission, based on which home buyergeatheir housing certificate. Since small
property right housing developers do not pay larahdfer fees, they do not have land use
permission to grant home buyer legal housing ceatiés issued by the city government. Instead,
they grant housing certificates issued by the g@laommittees which are not recognized by the
city government. Compared to commodity housing euts, small property right housing
projects can save on four types of costs: (1) theeyot need to pay fees to the village committee
for using collective land; (2) they do not neeg#ay city government land transfer fees; (3) they
do not need to pay the city government for consitnganfrastructure; and (4) they do not need
to pay the city government various taxes. Of adisthfees, the land transfer fee consists of the
lion's share of the costs. Unlike housing consedidty individual peasants with poor quality and
sanitation, small property right housing is develddy developers with all modern facilities.
Some housing is even better than that in the aityaccost basis due to the low land price.
According to a survey by Lianjian, a national che#al estate agency, "small property right"
housing was consisted of some 20% of the housouk sh Beijing in 2007. In some other cities

such as Shenzhen, the percentage was even hidiearg,Z2011). Nationally, the percentage of
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small property right housing reached 40% and ine®lkoughly 71 million households and more
than 200 million people (Wang and Sun, 2011). Adoag to a survey of the Beijing statistical
Bureau, the average housing price within the fourth road was 19,75Quanper square meter
(about $330 USD per square foot) and the averaige petween the fifth and sixth ring road
was 10,314/uanper square meter (about $176 USD per sq. fodpd® (Zhang and Li, 2010).
In contrast, in the small property housing aredamgzhou district, Tiyuyuan, units were sold
for 4,000yuan per sq. meter, less than half of the price of hmgubetween fifth and sixth ring
road (Liu, et al, 2010).

For urban residents, housing is certainly a typev@dlth. But for peasants, housing built on
their housing sites will only lose value througteughey cannot generate any gain for peasants
because peasants cannot alienate the allocated llarad sense, peasants are excluded from
accumulation of housing wealth under the dual regiiccording to the Constitution, the
government can only expropriate land for the puinsiierest. However, statistics show that there
were more than 1,500 government officials punisfaedinvolvement in illegal land transfers
from Oct. 2006 to early 2007 (Hou, 2008). A Stateufxil investigator disclosed that illegal
land transfers by local government consisted of &%6tal illegal land transfers (Zhang, 2008).
| expect that this estimation does not include laadsfers under the name of public interest to

develop real estate or business.

There was a hot debate whether or not “small ptgpeght” housing was actually illegal.
According to clause 62 in theand Management Laweasants are not forbidden from selling
their housing sites, but are forbidden from apmyfar other housing sites. In addition, clause
155 says that peasants should register if housieg are transferred or their building permits
expire. In a sense, this law implies that it isaletp sell allocated housing sites because the
outcome is not breaking the law, but doing so mdasisig the right to apply again. The only
thing that is not allowed in this law is to transfRe land use right What explicitly bans the
behavior of selling housing on peasants’ housitgssis the policy documeniotice about
Strengthening Management on Land Transfer and Eoibg Land Speculatigrwhich forbids
peasants from selling housing to urban residemsveiter, according to Contract Law, the basis

to invalidate a contract is according to relevawd. Therefore, the contracts between peasants

*1 Land Managemeng Law of People’s Republic of Clgiteong hua ren min gong he guo tu di guan)li fatrived
from: http://www.gov.cn/banshi/2005-05/26/conterg992.htm
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and urban residents on selling housing on the dole land are valid even if the government
does not allow them explicitly. According to Lan@w, the country can expropriate land for
"public interest". However, there is no clear defom of what "public interest" is. Deciding
whether or not urban residents buying "small prgpeght" housing is legal is beyond the scope
of this research. What interesting is the behavidhe government at various levels.

The underlying reason for the emergence of "smalperty right" housing is the dual land
regime. TheLand Management Lam essence deprived collective land owners ofridpats to
dispose and gain from their property. As Wang (3@gued, the dual land regime is iniquitous
because government as owner of urban land enjaysight to transfer land, while peasants as
owner of collective land have no right to aliendkeir land. Local governments totally
monopolize the first land market, transferring eclive land to urban land and selling to
developers. On the other hand peasants, the raarevof collective land, are excluded from
exerting their property rights and benefit from mamic gains of land transfer and the process of
urbanization. Of the bundle of property rights, yth@man only enjoy the right of use, which
actually tie them to their land. Peasants are owlyinal owners of collective land. While in
principle the government can only obtain land tigtouhe use of eminent domain, due to the
lack of definitions of what "public interests" athe limits on when this can be done are unclear.

The attitude of the central government is quite igontus and capricious towards this type of
housing in the grey area. On the one hand, thiag®using solved the housing problem of
middle and low income urban residents. On the dtlaed, they are concerned about the loss of
farmland and thus of the social safety net peasahgson. In addition, the central government
also worry they will lose the monopoly of rural tarThe Ministry of Construction further issued
a policy document in 2008Jotice on Risks of Purchasing New Commodity Hougorgidding
urban residents from purchasing housing built drective land (Xu, 2011). According to Wang
(2009), the prolonged process of drafting the Pitgpeaw shows the central government’s
hesitation to open the collective land market atgpeasants to fully enjoy the property rights of
their collective land (Wang, 2009). As a resHtpperty Lawstipulates that the transfer of
peasants’ housing sites should not only be in @ztae to laws, but also other governmental
policies, instead of clearly allowing or forbiddirthis behavior. Since policies are constantly
issued and changed, it is unclear which law anttiesl should be followed. Further examining

this dual system, it is obviously an unfair systiémat urban residents can dispose of their social
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security at will, while peasants cannot transfegirthand to enjoy the economic gains. The
central government claimed that "small propertyhtighousing was not protected by law and
they would provide a solution for it in the face raimpant use all over the country ever since
2007 (Hou, 2008; Long, 2008). The Shenzhen cityncd issued a policy in 2008ecision on
lllegal Construction as the Legacy of Rural Urbatian, to legalize already-constructed small
property right housing, which was interpreted bg thedia as the first step to legalize small
property right housing and drew great attentiorodlghout society, expecting this policy to
spread out nationally. Ten days later, the Ministiy.and Resources held a conference to listen
to a report of the Guangdong Provincial governnagiat the Shenzhen city government about the
problem of the legacy of rural urbanization (ZhaBg09). In essence, it was a conference to
blame the Shenzhen government and tried to findxghanation of the policy for the public. In
this conference, speakers from the Ministry of L&ebources told media that legalizing small
property right housing was a misunderstanding,fartier emphasized that small property right
housing was illegal because it disobeyed urbannphan construction management and related
law. This officially denied the public rumors thatmall property right housing would be
legalized. The Ministry of Land Resources issugublicy to urge local governments to firmly
control unused land and small property right hogism2009 (Lu, 2009). In the National Land
Resources Conference held in 2010, the MinisteMaofistry of Land Resources said that
clearing up small property right housing is the mogortant job to do for the year (Xi, 2010). It
was argued by the government that the developmfesmnall property right housing broke the
law of protecting farm land, thus endangering thblis interest of national food security (Zhang,
2011). It seems that the central government wasrmgted to terminate the development of
small property right housing. However, the vice ister of the Ministry of Land Resources said
that since the situation of small property righduking was quite complicated, the State Council
and the Ministry of Land Resources would not corpewith national policies to deal with it
(Xin, 2009). At the beginning of 2010, the Ministwy Land Resources formed an investigation
team to understand the situation of small propediit housing and find ways to solve the
problem of illegality. However, as of the end oé tyear, no policy was issued on small property
right housing (Zhou, 2010). Instead, officials frahe Ministry of Land Resources stated that

there would not be a general policy to deal wittabmroperty right housing nationally. Rather,
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they would authorize local governments to solve gneblem (Chen, 2010). Through the
decentralization of power, the central governméckdd the knotty ball to the local governments.

It indicates that small property right housing isasher complicated problem to solve. In
contrast to the attitude of the central governmta,position of municipal government is much
less ambiguous. It is argued that small propediytrhousing was seen similarly as the "capitalist
tail®* during the Cultural Revolution which was doomed ke cut off (Chen, 2010). The
municipal government blames "small property righttusing for disturbing the proper function
of the housing market and endangering precious|&mtn However, the emergence of "small
property right” housing is exactly the outcome opgly and demand in the market. What more
at odd with market tenants is the monopoly of theal government over the transfer of land. In
addition, most of the "small property right" hougimvas constructed on housing sites and
construction land in the countryside. Statisticevelthat the land transfers in 2007 nationally
was 23.5 ha, accounting for 23.8% of local fis@lenues. The sale of commodity housing
consisted of 8.7% of national GDP (Liu, et. al..1@0 Compared to the expropriation of
farmland by the local government for real estateettgpment, "small property right" housing is
less harmful to farmland than the eminent domairthef local government. Pushing it even
further, an article from a "mainstream" journal wg that it is unfair that not only peasants
cannot enjoy all the urban benefits, but that thaye to assure the food security of urban
residents. It is argued that “small property righiusing disobeys the constitution in that
individuals must not occupy, buy and sell, leasetberwise engage in any form of land transfer.
In addition, it also breaks the Land Law which fdebthe transfer of collective land to non-
agriculture use. Furthermore, small property hayisiras claimed to harm the interest of both
farmers, home buyers, low-income urban resideatd,astate developers and society as a whole
because near-sighted farmers might sell their Ingusites for short-term gains; home buyers’
right cannot be protected by law; in addition, mmstchasers of small property right housing are
rich people; furthermore, developers selling hogsaith full rights cannot compete with those
selling cheap property right housing. More impottdéine development of luxury small property
right housing wastes precious land (Jiang and Tah0).

*2 During the Culture Revolution period, any privatesiness was considered as “capitalist tail”. Toxeegnment
crackdown all private business activities and appabed asset involved in the business properorder to
guarantee everybody to be true ‘proletariat’.
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The most famoucase is tBeng village Artist Casia Beijing in 2007 in which a peasant, Mr.
Ma, sued an artist, Ms. Li, to whom Mr. Ma sold hizuse on the allocated housing site at the
urban fringe of Beijing in 2002. Over the next fiyears, many artists bought peasant housing
and changed this village into an art business &eacomitantly, housing prices also took off.
Mr. Ma tried to break their contract and take back house. In this case, the municipal court
adjudicated the contract between Mr. Ma and drfigtvalid and required artist Li to return the
house with some compensation even though they ditre contract with full acknowledge of
laws and policies on housing on collective landefBwere more than 10 similar cases between
artists and peasants in that village (Tan, 201fg [6ss of artist Li fully indicates the attitude o
the municipal government towards “small properghti housing.

Based on the discussion above, one might wonder $small property right” housing
persistent and its fate is so different from th&ividual cooperative housing even though neither
the central government nor the city government wmeles it. In fact, village committees
supported the development of small property housihgle-heartedly. Transferring collective
land into urban land for real estate is not poptdarboth the village committee and peasants.
After collective land is transferred to urban latfte municipal government can gain 60% to 70%
percent of the economic gain and the village cgaye?5% to 30% of economic gain. Peasants,
the real owners of collective land, can only get t8%40% of the increased value (Wang, 2009).
In addition, according tbhand Management Lawhe compensation for land expropriated is 6 to
10 times the average annual output of the previme® years and the relocation compensation is
4 to 6 times of the average annual output of thevipus three years. For relocation
compensation, there is a cap of fifteen times tireial average output of the land of the previous
three years. The majority of people purchasing small propeigits are seeking to satisfy their
housing needs, instead of making a profit. Theegfaot having legal documents recognized by
municipal government is not a risk as long as ttieynot try to resell their housing units. The
real risk is that when the land where small propeght housing they purchased locate is subject
to expropriation and demolition; without local agtitural hukoy the home buyers of small
property right housing will not be eligible to hagay compensation. Realizing the problems,

village governments tried various ways to evaderisie for the home buyers. For example, a

%3 Land Managemeng Law of the People’s Republic ah&€fzhong hua ren min gong he guo tu di guan)jj fa
retrived from: http://www.gov.cn/banshi/2005-05/@@ftent_ 989 2.htm
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small property right project in Chaoyang districtBeijing pretended to be cheap rental housing
without hukourequirement. This project provided housing unitthwong term leases of 10 to 50
years. In contrast, the use right of regular comitgodousing units is 70 years (2009, Pan).
Another small property right housing project untter umbrella of "old village redevelopment"
in Huairou district in Beijing promised home buyéosgrant them "honor villager” title so that
they would have the same compensation as the eiafthere were a demolition (Geng, 2011).
It is clear that while neither recognized nor owtd by governments of higher levels, small
property right housing is supported by the lowestggnment, the village committee, instead of
being a totally private initiative as individualamerative housing. It is a very important factor in
accounting for its success. Without any governmesntpport, the grassroots movement tends to

be fragile.

3.5.3 Commercial housing: from "buy apartments andget hukou for free" to "no hukou no

apartment”

If the affordable housing as a type of public sdiz&d housing is doomed to be greatly
influenced by governmental policies, commodity hogs as government always claimed,
should be influenced by the demand and supply ®fthibusing market. However, it is not that
simple and straight-forward. The housing market,tiffair to call it so, has never been
independent of local government. In 1996, ShenamehShanghai issued a policy to grant local
urbanhukoufor citizens who bought housing units in tandenu(12009). One year later, in
order to promote the selling of commodity housiting, Beijing government tentatively issued a
similar hukou reform policy according to which a household ofirfgpeople can be granted
Beijing local hukouof a designated suburban town if they invest 50@yuan (about 60,000
USD then) and purchase a two-bedroom plus apartmpieist 20,000yuan (2,500 USD) per
person. The 500,00Quan investment would be returned in full after 5 ye@eijing People’s
government, 1997 . In 2001, this policy was institutionalized in alipy document,
Management of Obtaining Hukou through Investmerdonsing in Designated Small Towns in
Beijing. This officially designated 16 suburban townsirtgplement this policy, all of which
were later incorporated in the city boundary ofjiBgi This special policy was not confined to

the suburban towns; it was also opened to eigtdrudistricts by another policy document in the

** Urbanhukoutrial managemeng methods on suburban towns oirgefBeijing shi jiaoqu shidian chengzhen huiji
guanli shixing banfg retrived from: http://www.law-lib.com/lawhtm/1929819.htm
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same yearRegulation on Granting Permanent Hukou to Investor8eijing This policy was
proved to be quite successful in bringing investimfen local governments due to the great
benefits attached to Beijing urbankoy especially the unusually low college admissiocores

for students with Beijing locdlukoy making it very attractive to households who caaffdrd it

*°, In addition to the advantage for children to Igetter education, local urb&kouholders are
eligible for subsidized economical housing, disdsumn car purchases, and minimum
subsistence allowances. Furthermore, many jobsreeguocal urbarmukou(Lu and Qu, 2009).
The justification of this policy is that it can @¢tt investment to promote urban development,
improve the "human quality" of neighborhoods throwdtracting the right people, and decrease
urban-rural differences. While it is quite controsial whether the government actually achieved
the latter goals, they certainly achieved the firsbtatistics shows that till 2002, Beijing
government gained 5.9 billiopuan (about 0.73 billion USD then) (Liu, 2009). Althdughis
number might not be very reliable, it does show tbaal government obtained a handsome
amount of money through the policy of grantimgkouwith housing purchase. Because of its
efficiency in bringing in investors and promotingnemodity housing sales, this policy soon
gained popularity and was imitated by other coastads, such as Shanghai, Hangzho, Nanjing,
Zhuhai and Ningbo, as well as some inland provincepital cities such as Wuhan and
ChangshaHukou symbolizing local citizenship was put up for sath housing by local

government in order to promote housing sales dhiisfiocal coffer.

However, this policy soon showed its drawbacksc&ithis policy mainly aimed at attracting
people outside the cities, the newcomers put aofopressure on urban infrastructure and
education and medical systems due to the attackeefibwith local urbarhukou In addition,
due to the big increase of housing sales and hgusices for local residents after the housing
reform, local governments also realized this poliegs inflating the local housing market. In
2001, Shanghai first invalidated this policy, whighs followed by other cities. In 2005, Beijing
also stopped its reform dmukouin surrounding towns. In essence, Beijing alsmieated the

%5 In China, different provinces have different cgieadmission scores due to the differentiated poiai
admission quota. Study shows that the developedlaegion with better education resources haveemoota and
thus lower admission scores, while less developatiral and western regions with relatively pooruaation
resources have higher scores (Wang and Chan, ZD@S)unequal admission system has generated @&abpgsaup
of migration, generally called “college entrancamxmigration”. According téinancial Timesabout 80% of
investors obtained Beijingukouin order for their children to have better edumatfFinancial Times, Nov. 4
2001).
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policy of "granting local urbahukouthough purchasing housing units.” It is very cléwat the
ultimate goal of city governments is to promote skb#ing of housing units and attract investors.
When there were enough home buyers, there was epyano need to grant the expensive
citizenship to outside home buyers. But this ditlmean that this policy is outdated. Instead, it
was viewed as an effective policy to influence lloeising market even through it was criticized
from the beginning. In 2008, because of the intigwnal financial crisis, housing prices went
down in most of the major cities in China. A prasiad capital city, Xiamen, first implemented
the "granting local urbahukouthrough buying a housing unit" at the end of 2088on, this
policy was back in the attention of city governngerih just two years, this policy was either
reinstalled or revised to lower the required tpiates in 11 major cities throughout Chifia In
this new round of policy support by the governméijing is relatively conservative and has
not yet followed other cities. But a professor fr&eking University also tried to persuade the

government to implement similar policy.

Due to rising housing prices, governments were updessure to regulate the qualification
in order to curb the speculation of the rich frothew cities. The Beijing government allowed
only residents with locahukou to purchase commodity housing. According to tludicy
document Notice about firmly following policies issued byetiseneral Office of the State
Council and further strengthen housing market ragah and contrdl! (also called the Beijing
Fifteen Clause$ issued in early 2011, residents without lobalkou are not allowed to buy
commodity housing, except if they have paid incaiee for five yeard’. There are similar
regulations in other cities as well. Though theutagon did not decrease the prices of
commodity housing due to the ongoing urbanizationc@ss and increasing demands, it
narrowed the price difference with "small propetight” housing which did not have laukou

requirement. The difference decreased from onfednaine third in Shenzhen (Tan, 2011).

3.6 Conclusion

With the introduction of commercial housing in tpeblic housing-dominant housing

system and the rise of homeownership rates in waraities, it is easy for people to think that

5 Many places issued "grantifgikouthrough purchasing housing units" policies, a neund of saving the
housing market is about to issued, Fell, ZD09sina news, obtained through http:// www.sio.cn
> http://sqjt.beijing.cn/zf/spf/spfzcjx/n214107528us
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China is moving towards a neoliberal urban govecaaimilar to its Western counterparts. It is
true that the urban housing reform toward privatiraand marketization has certainly brought
profound changes in Chinese cities economicallgiadly, and spatially. Local governments are
becoming more “entrepreneurial” and trying theirstoéo promote the development of the
housing industry to generate revenue. Based onlifzeission in this chapter, we can also see
that while the rules of the game have been chamagkd since the reform to pave a way for
marketization and privatization, the housing sysw@iChina is still deeply embedded in the
socialist institutions and largely controlled b thtate, especially the local state. Neoliberalism
as an ideology was not dominant the housing syststinneoliberalism as practice was not used
by the government. Rather, the socialist instingicuch aslanweiand hukoucontinue to be
important in determining housing consumption in r@hi{Logan, et al., 1999; Huang, 2003b).
The housing reform in China is a top-down procesh Wwoth the central government and
different tiers of local governments actively inved in. While the central government has
retreated itself to a large extent, the local gowent has taken the initiative to involve itself in
the housing system to achieve its own goals. Thapter shows that rather than establishing a
housing market for actors to achieve their own eaain goals, the municipal governments use
the highly distorted market to achieve their owtitipal and economic goals at the expense of

ordinary citizens.
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Chapter Four A “Snail Shell” Home of One’s Own

One of the most popular and influential TV show<Cinina in 2009 should b8nail Shell
Residence (wo jof, a story about two migrant sisters tring to pusghbousing to settle in a big
city. Due to the high housing prices, the eldetesisould only afford to rent a tiny apartment
and had to send her infant baby to stay with heerga back in her hometown. After several
years of hard working and being frugal, she andhlusband still could not save enough to buy a
bigger apartment to get their daughter back. Rmdhe younger sister decided to sacrifice
herself be be mistress of a high-position goverrinoicial in order to borrow money for her
elder sister to purchase an apartment. In the émldioTV show, this government official was
killed in a car accident when he tried to escapefbeing investigated, which left the two sisters
with incurable trauma in their lives. The only wenr, if there was one in this show, seems to an
old lady’s family who was local residents and owmesimall apartment in an old neighborhood
under redevelopmemt. Because of old lady resolestance to eviction, the developer
eventually gave a new apartment to her son’s faasl}compensation. However, the cost was
very high: the old lady died due to the physicahfcontation and prolonged threat by the
government-backed developer. In this sense, nonaryicitizen won in this game with

government and developers.

This TV show seems dramatic in that ordinary urteenhidaily lives are centered on
apartments they are trying hard to own. Their haggs and grievance, their fights and
negotiation are all related with what the rich ntighink as just tiny snail shell-like homes. The
fight of the ‘unruly’ citizens for compensation ftineir homes, the only property they owned,
cost a life. Even for hard-working and self-relianbdel citizens, the road to be a homeowner
was covered with thorns and pitfalls. However,sitriot hard to find many real examples.
Although the strategies they use to obtain them&® might differ, one thing in common is that
Chinese urban citizens have learnt to be self-dég@rand responsible for their own homes. The
first part of this chapter is based on second-haraderial such as government documents,
journal articles and newspapers. The second pagassed on my work conducted in Beijing from
September 2008 to March 2009.

%8 Snail residence is used as an analogy of tinyteyearts which are so small that can just hold ts&ents as the
shells of snails.
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4.1 Transforming the socialist subjects to neolibed consumers

As it discussed earlier in this dissertation, dgirihe socialist period, it was the norm that
housing was part of the compensation package émthjority of urban residents who worked in
the public sector. They did not need to pay foHiwever, during the reform era, to fulfill one’s
housing need and improve one’s living condition wasved as one’s own responsibility and
had nothing to do with the states. Ordinary urlbesidents had to be responsible for their own
housing like in the TV show: people are sacrificthgir living standard, selling their bodies, or
even risking their lives in order to fulfill thegslream of becoming homeowners. One would
wonder how this norm was replaced by market megtaind how the socialist subjects are
turned into the self-reliant neoliberal subjectsccérding to Kemeny’'s (1991) definition,
hegemony refers to “the ability of a social groapgripose their definition of reality upon other
members of a society, such that their definitiomstibutes the taken-for-granted assumptions
that underlie everyday action, and, most imporyantiforms the manner in which social life is
organized. In this section, | will borrow from Faudt's work on biopower and governmentality
to illustrate how the state successfully use thetaric of neoliberalism ideology to form a
hegemony to transform the socialist subjects thnopgblic media and helped by real estate

developers, in order to shed its own responsibégya social goods provider.

For Foucault, the word ‘subject’ has two meanirgybject to someone else by control and
dependence; and tied to his own identity by a dense or self-knowledge. Both meanings
suggest a form of power which subjugates and makdgect to. Biopower, according to
Foucault, represents the secularized renditionagtgral power which has ‘the right to life and
the right to rediscover what one is and what onmehlm (Foucault, 1990: 139). It is seen as an
effective way for a modern capitalist society tontol its population. Governmentality,
according to Foucault, is a whole range of techescand knowledge regulating the everyday life
of both the individual subject, and the conductotifers. In other words, it is the ’encounter
between the technologies of domination of othems, those of the self’ (Foucault, 1990: 147).
Therefore, governmentality takes place when poweddacentralized and the members of the
society actively engage in self-government, regudathemselves from within. Through the

incorporation of new pastoral power techniques difer Foucault contends that the modern
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capitalist state has been able to exert its reatththe body and soul of the individual at the
smallest levels of the social body. Power, thersfar a technique that creates subjects:
‘This form of power applies itself to immediate rgday life which categorizes the
individual, marks him by his own individuality, athes him to his own identity,

imposes a law of truth on him which he must recogrand which others have to
recognize in him. It is a form of power which makebviduals subjects.’

(Foucault, 1982: 781)

Along this line, Ong (2006) argues that neolibaralis a type of governmentality ‘that relies
on market knowledge and calculations for a polib€subjection and subject-making’. In other
words, neoliberalism operates as ‘a discourse ofk@haor quasi-market relationships... in
innumerable contexts’ (Bondi, 2005: 498). The remuto create the neoliberal subject which is
self-motivated and self-reliant in the reproductioihhis or her well-being through applying
market values and principles in the various sphefeveryday life (Ong, 2006; Hoffman, 2008).
The successful creation of the neoliberal subjepedds on the extent to which the individual’s

power of self-actualization mirrors the neolibegtios.

In the context of the post-socialist urban Chiha, techniques of governmentality have been
successfully used by the state to create the ssffensible, self-enterprising and self-governing
neoliberal subjects (Ong and Zhang, 2008). Rewjizhe danger of depending too much on
international markets during the Asian FinancialsiSy the state made the promoting domestic
consumption a national policy goal in order to easealthy economic development. Among
the ten measures to increase domestic consumpbi@moting housing consumption was
number on&. Instead of criticizing spending as bad a habsirfrcapitalism as during the
socialist period, media and public discourse abtyahised it as not only good, but patriotic. At
the same time, many educational slogans and soogslgy during the socialist period to
promote the spirit of frugality disappeared frone thublic domain. For example, there was a
song in the elementary school textbook caledgality is our Hereditary Treasurgginjian shi
zanmen de chuanjiabaavritten during the Great Leap Forward in the 196Md was taught
until the reform era. The lyrics advocate the babraef saving every possible penny as a

necessary quality for constructing socialist ChMénen | checked the background information

%9 Jiabao Wen Held the Standing Committee Meetin@fState Council and Decided the Ten Approaches to
Increase Domestic Demand (Wen Jiabao zhuchi guoawughangwu hui, queding kuoda neixu shixiang cypshi
Obtained throughttp://news.xinhuanet.com/newscenter/2008-11/09&1n10331258 1.htm

102



for this song, the website also provides a moreatgatllyrics for this song, calling expensive
imported goods as new treasure of current sdliétyhile the new lyric are more a sarcasm of
consumerism, songs likerugality is our Hereditarywere removed from national textbooks as
part of the state effort to change the socialishtaléy into neoliberalism subjects. At the same
time, the idea of obtaining allocated public rertalising was criticized as a backward idea of

“waiting, depending and asking” and needed to langhd.

At the beginning of housing reform, public medigpeatedly mentioned the story of an
American old lady and a Chinese old I1&dyn this story, a Chinese old lady met an American
old lady in heaven and proudly told the Americad l@dy that after working hard and living
frugally for thirty years, she finally saved enougbney to buy a big house before she died. The
American old lady said that she had been living inig house for thirty years. And she was also
very happy because she had finally paid off the&kdaan before she died. This story was very
persuasive in teaching the Chinese citizens whoedatadjusting expense to the income” that it
is wiser to spend and enjoy now than save and sla¢ed Together with the termination of the
socialst public-housing-dominant regime and thear&veon the public discourse, the government
also provided easy credit to make it possible figr iniddle class to become active consumers.
Thanks to the efforts of the government and puliedia, urbanites with stable incomes were
thrilled with the newly granted ‘power of freedotn’ make their own choice without grunting on
being disprivileged. As Davis (2000) depicts in beok, the upsurge of spending on variety of
consumer goods in urban China is by no means auomsrevolution in which Chinese
consumers enjoy their freedom for the first time censume. With the tacit work of the
governmentality techniques to prepare urban retsdemotionally and materially, the socialist

citizens are subjugated into neoliberal consumers.

The desire of the in-the-making neoliberal consuwmerfurther aroused by the real estate
consumers. Having the same goal of promoting thabkshment of a housing market as the
government, developers also make efforts to attreme home buyers. They are trying hard to
convince the middle class potential home buyersttiey are not just selling living space, but

8 Frugality is Our Hereditary Treasure (qgingjian sahmen de chuanjiabao), Obtained through
http://baike.baidu.com/view/2797613.htm

1 For example: Influenced by the “Old American Ladyie Attitude of Chinese Home Buyers Changed a Lot
(Shou meiguo laotaitai yingxiang, zhongguo renfamgj guannian zhuanbian de zhenda), obtained throug
http://0537.fccs.com/news/201308/3970318.shtml
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homes to enjoy with family (figure 4.1). No mattehether they are traditional Chinese style or
western styles, developers try to convince therg@iehome buyers that buying a home means
buying a lifestyle. Just as Zhang (2008) arguespgo@ homeowner in different type of
neighborhoods not only express different sociatustahrough living different lifestyles, but
forms class-specific subjects. It is a place one wdhdraw from the city life of never-ending
pursuit of quick success to enjoy one’s simple farifie. In many cases, real estate developers
use a western lifestyle as a selling point to ettpmtential home buyers (first image). Buying a
home promises them a respectable Western lifestylgated communities, which cannot be
obtained in those duldanwei housing. Especially, advertisements like the sdconage
showing the traditional courtyard house: this redsithose middle class a romanticized past
when citizens lived in privately owned courtyardubes before the Communist revolution and
arouses the nostalgia and yearn for privately owmades. It totally neglects the half century
practice of allocating public rental housing toamlresidents before the housing reform in 1998.

wmﬁm,ﬁﬁmﬁ'

XINCHENG BEAUTY G

85

(Xincheng Beauty Garden community, respectabledlifge: it is on the market. It will create thewne
experience of a respectable lifestyle. Modern lingjgl are blooming like flowers and integrated itite
city, just like pearls decorating the city. Yoespectable life starts now)
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(Even if you are used to receiving applause, you stidl enjoy the travails at home. Some people li&
increase their ability to pursue wealth and higbesitions; some people like to increase their tgbib
appreciate family and life)

Figure 4.1 Online advertisements of commodity hogigh a newly developed community

4.2 Why owning a home

As discussed in the previous section, to be homemwvbecomes a hegemony which is not
only recommended by the government as a modernfiitieg better with the new era of open
and reform, but also promoted by the developes ase-shot move to enjoy the same lifestyle
as in the Western countries. It is true that theegoment and the developers certainly play an
important role in creating the Chinese consumeimswéver, it would be simplistic say that
residents purchased their homes because the goeetramd developers told them to do so. The
first reason, for people who migrated to a citywork, becoming homeowners meant settling
down in the host city physically and, more impotignemotionally. Just as Sunders (1984)
claims, “the desire for home ownership is primaaly expression of this need for ontological
security” (p. 223). In other workds,if they do rimty a home, they feel that they are still guests
in the host city.
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Miss Wu was a software engineer in her late 20s wiiat to a university in Beijing after she
graduated from high school in her hometown in Jangrovince. She successfully found a job
in Beijing after graduation and moved herkouto Beijing. When | asked her why she decided
to purchase a condominium since she was young amgke, she said that “you have to buy a
condominium if you want to stay in Beijing”. Fori88 Wu, even having a local Beijifgikou
offered by her work did not necessarily mean thatlsad settled in Beijing. Only by purchasing
a condominium could she feel that she had rooBeifing. Ms. Shen, a teacher of a public high
school in Beijing, had the same reason to buy aaammium. Her husband and she purchased
their home in Tongzhou district, a suburban disegast of Beijing, because they could not afford
one in the more convenient inner city, but stillnted to ‘settle’ (luo hu) in the city after
obtaining their degrees in Beijing. For them, slease of belonging to the host city could not be
gained through day-to-day living: they needed tm ¢lae ‘roof’ over their heads.

For young home buyers, another common reason tthase a home is because of marriage.
A piece of news in the New York Times in 2011 viyidlescribes the dilemma facing young
men without enough income to afford condominiumsCinina nowaday¥. If they are not
homeowners, they will be losers in the marriagekeiarlt is no exaggeration. A real estate
developer also told me half sportively that theyraveounting on young ladies to sell more
condominiums because young ladies put pressureeontonpurchase condominiums (interview,
2008). Not being able to count on thdanweito allocate an apartment when getting married,
young men nowadays have to be self-reliant for iding a home for their brides. A young
informant borrowed a lot from the bank to buy admminium in 2007, almost at the highest
point of housing prices, because he had to getiedathat year. For him, renting an apartment
from danweias his parents’ generation did was simply not @ion, even though it was a big
financial burden for him. Mr. Chen, an employeerkirng for a private company, did the same
thing. He was relatively lucky because he boughthume in Tiantongyuan, one of the biggest
Economical and Comfortable housing neighborhoodersdvyears ago when the cheap
economical and comfortable housing was easy tosacdde cost for Mr. Chen came later when
his son needed to go to kindergarten. Becauseaiwy rdeveloped suburban neighborhood was

not close to any good schools, Mr. Chen’s familg kmmove to live with in-laws in order to be

62 For Many Chinese Men, No Deed Means No Dates; Xark Times, 2011, obtained through:
http://www.nytimes.com/2011/04/15/world/asia/15belons.html?_r=2&hp
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close to a good kindergarten. Even though purcgabmmes did not turn out to be good
investments or ensure a western lifestyle in thrugy it is apparent that being homeowners has

been a powerful ideology rooting in the heartshid young generation of urbanites.

In fact, the idea of purchasing an apartment tonggatied is more persuasive to parents with
children who are at marriage ages. But the worthefneoliberal idea is rather indirect on the
older generation which has been living in publicta¢ housing for most of their lives. When this
idea is welded to the traditional Chinese cultitrdecomes very powerful in transforming the
rather stubborn socialist subjects who have beeneirsed in the socialist ideology for most of
their lives. Traditionally, old parents keep cldaenily ties with children and try their best to
help their adult children, from taking care of gtahildren to giving money when needed.
Because of the Chinese tradition, the older geioeras also willing to deplete their lifelong

savings to buy their children homes to get married.

Aunt Shi is a retired worker from a state ownettdey and continued to work as a contract
surveyor after her early retrem&htShe and her husband lived in a public rental damfs24
square meters (about 240 square feet) in a dilsggdaner city neighborhood. She planned to
continue living in the rental house because shédaoat afford to buy a condominium. However,
when talking about her son, she said that she dédipm to purchase a condominium to get

married:

“My son was married in 2006. The bride’s parentd are paid the 200,009uan
down payment to buy them a condominium in Shijiragstistrict. The monthly payment
is 3000yuan But my son is just a contract worker. How carafferd it on his own? And,
we three families are paying for the down paymegether now... My son and daughter
in-law had to have a condominium to get marriedwHmuld we stand by without
helping them? My social welfare is way too low. Thavhy I'm working as a contact
surveyor to earn some extra money.”

Even though Aunt Shi rented her house from the nipai housing bureau, she fully
embraced the idea that her family should assumeegonsibility to provide housing for her
son’s family. Ms. Shi is definitely not alone. Ofet parents with unmarried adult children |
interviewed, most of them expressed the intentiometping their children obtain condominiums

% In China, the official retirement age for womerb&and 60 for men. During the enterprise reforraia 1990s, a
lot of workers were paid lump sum money and reguicehave an early requirement. In that case, tleéirement
ages are much younger then the official retirenagets. During that period, a lot of workers in tHls whose
education was interrupted by the turmoil of culttereolution from late 1960s to the late 1970s werpiired to
have early retirement.
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before they got married or had already done soordier to earn enough money to pay his son’s
condominium when he planned to get married, Mr.wént to Beijing to work for a private
urban planning consulting firm after he retired as architect in his hometown in Jiangsu
province. His son was working for a public instibut and living in a rental apartment from his
danwei. For Mr. Ye, it was necessary that his dooukl own a condominium when he got
married. Therefore, he had to work hard to earnremnooney for the dream of his son becoming a

homeowner since his son’s salary was too low.

However, not all parents have the ability to heipitt children buy condominiums on the
market. Those parents thought about other wayglfotheir children to have condominiums for
marriage. For example Mr. Zhang, a retired staffniner of a university in Beijing, planned to
move to live with his parents and gave his condaminpurchased from hidanweito his son
when he finished his military service and got nedriAunt Kang’s family luckily bought a piece
of rural residential land through relatives in Yamgydistrict and decided to build their own
house there. They planned to move to the couneyail let their daughter live in their current
condominium purchased through lamweiin Xuanwu district, a central district of Beijintp
get married. Regardless of their own experiencebdéining allocated rental housing from the
government, these neoliberal parents re-adaptechsitlges in the new era with neoliberal
mentality. For them, their old experience is outdadnd they should be the straw that their

children can hold on to so that their children bamormal citizens in the city.

Of course, the neoliberal mentality of being selgonsible for purchasing homes at the
market is not without material reasoning. Investimgeal estate has long been considered as a
good way to counteract inflation and have finangaihs in the long run. The savings of Chinese
residents have been rising quickly. The savingesitlents reached 22 trilligiuanat the end of
2008 and it hit 30 trillionyuan in 2010 (NBS, 2011). After the reform of bank ®yst
commercial banks have to be responsible for thaimggand losses to some extent and thus they
have great incentive to find profitable places td their funds. Therefore, it is not hard to
understand why banks usually provide preferent@ices for urban residents to invest in
housing, a highly profitable industry in China (§ar2006). At the same time, there are strict
constraints to enter many high-return sectors fmestors. Unlike in a free market economy

where capital can move freely into most sectoran&has not opened all industries to private
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investors. SOEs remain their controlling role innpaigh-return industries. According to Huang
(2006), private firms are excluded from many indest For example, investors were excluded
from investing in eight out of eleven machinerydurots. At the end of 2006, the State Councll
issued a policy document, explicitly emphasizing ttational control in seven industries, all of
which are capital intensive high-return offesWithout enough investment options, a huge
amount of money is channelled into the housing etawhich seems to be the only profitable
sector open to private investors. The medias haperted widely the disreputable speculative
home buyers group from Wenzhou who invested a largeunt of capital into the housing
market and drove up the housing prices in mang<iti These real estate speculators usually
purchase a large number of condominon units arell résa much higher price after a period of
speculation. For the wage earners, they normallynatohave that high financial capacity to
purchase condominiums in large quantities. But withhelp of the bank, it is quite common for
middle to high income wage earners to invest aelaigare of their income into the booming

housing market in the hope of gaining high rewandse future.

Ms. Huang and her husband migrated to Beijing ftbeir hometown in Northeastern China
due to the depressed economy there in 2005 afaelugting from college. She worked as a
contract nurse in a hospital, while her husbandkewras a medical appliance salesman.
Although they were not able to obtain local Beijihgkoy their income was equivalent to
middle class in Beijing. They bought a studio ina@fping district because she thought if they
did not used the money to pay the mortgage, theyldvepend it elsewhere randomly. For Ms.
Huang, purchasing a real estate property was a gagdo save money. It is true that for those
who do have extra money, buying a condominium lenmot only a good way to save money
but a great investment opportunity to have econogaims. Mr. Jiang, a young professional
cosmetician, bought a 90 square meters condomimuiongzhou district in 2003 for 3000
yuanper square meter and then rented it out. As d tes&dent of Beijing, Mr. Jiang expressed
that he had never experienced any pressure on rigpusle was living in his father’s

condominium which was a compensation for the deshoig of his previouslanweiallocated

% These seven industries include military, eleqioever, petroleum and petrochemistry, telecommuitioatoal,
civil aviation and shipping. Xinhua News Agencybt@ined through: http://news.xinhuanet.com/fortanee-
12/19/content_5504591.htm

% For example, ‘The army of Wenzhou speculative Hmmgers fought from South to North (Wenzhou Chaofang

Dajun Nanzheng Beizhan)’, Obtained throdmtp://finance.sina.com.cn/nz/wzchaofang/
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apartment. Also working for a governmental agentg, mother was also allocated a big
apartment by hedanwej which was also demolished due to redevelopmedtthen got two
units of condominiums as compensation. In additmnhe investment in the condominium in
Tongzhou district, he bought two other condominiuma secondary city in Shandong province
with the help of his mother. It turned out that Miang’s investment was quite successful. The
condominium he bought in Tongzhou district almospléd in 5 years and the other
condominiums in Shandong also increased in valute qu lot. Mr. Zhao, a professor in a
university in Beijing who ‘jumped into the sea’ the late 1990s to start his own business on
construction material, had similar successful elgpee in investing in housing. In addition to
buying the apartment his university allocated tm,hhe purchased three other condominiums,
one in a business center of Haidian district tovesems his office for his business, one in
Tongzhou district where his son could go to scha@wd one in Changping district. The
condominium he bought in Changping district for @0 yuanin 2001 was a pure investment
because he expected a great appreciation by tleethienOlympic Games was held in Beijing in
2008.
“Since the Olympic Games had been decided to lkihdBeijing in 2001, | told my
friend that the price of the condominium | bouglduld increase to at least 600,000. In

fact, it was worth more than a million last yeafthdugh the price went down a bit this
year after the Olympic Games, it’s still worth meihen 700,000.”

For Mr. Jiang and Mr. Zhao, investment in real &spxoperty not only realized the dream of

being homeowners, but guaranteed a profitablemetur

In addition to economic gains, some home buyéss aied to take advantage of other
resources in Beijing. As mentioned in the previchapter, Beijing is very attractive to people
all over China because it not only has better etitutal resources since schools in Beijing are
more likely to recruit better teachers, but hasdowdmission score requirements for colleges
than that of most of other Chinese cities if ons ln@al Beijinghukou(Wang and Chan, 2005).
Mr. Ma, a business owner in his 40s from Inner Maiag bought several condominiums in
Beijing because his three children went to Beijiogbetter schools and he also had business in
Beijing. While he still maintained his company imeér Mongolia, his family of five moved to
live in Beijing so that his children could go tchsol in Beijing. For Mr. Ma, putting money in

real estate property was certainly a good investmenonly because it ensures that his children
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could enjoy the educational resources in Beijih@lso guaranteed that he left valuable property

to his children in the future.

Mr. Zhou, a construction project manager, considlegeod educational resources for his
child even earlier. Being single, he had alreadyghd a condominium within the second ring
road in Dongcheng district in the hope that hisdcbould go to school there in the future. While
others needed to take some risk for the investnMntZhou’s gain was more secure because his
sister was working for a state owned real estateldpment company which developed the
commodity housing neighborhood where the condomnig bought was located. According to
Mr. Zhou, that unit was initially reserved for avgonment official. He was lucky because the
government official did not want it after all due @ small problem with that unit. Through his
sister’'s connection, Mr. Zhou bought the unit fg@00 yuan per square meter, the same price
agreed for the sale to that official, which wasi@ discount of the market price of over 10,000
then. And the market price was over 20,8@@n per square meters in 2008 when the housing
prices went down somewhat after the Olympic Ganwiis. Zhou was very happy about his
investment:

“Do you know what kind of location my condominium in? The China National
Offshore Oil Corporation and some other big statmexl enterprises are located there.
The Military General Hospital of Beijing is locatélaere. There are also good schools in
that area. How can others compete with my reso@rce¥Vhen | have a Beijing local

hukou,my child can go to school there. | don't have ealdBeijinghukouyet. A lot of
people are not able to obtain one. But, I'm workamgit and | think I'll have one soon.”

With the rising housing market, putting money iptarchasing homes has proved to be a
good deal for many Chinese urban residents whaffard, not only because appreciate quickly,
but also because it can possibly ensure accestbagucation if the condominiums are located
in good school districts. If the purchase can bealenat a discount based on some sort of
connections, the investment will guarantee evemdrigeturn. Like the example of Mr. Zhou,
through the righguanxi(connection), he was able to purchase a homead gmration at about
half of the market price and enjoyed three-foldr@ase in value in less than five years. In fact,
with the help of his sister, he also purchasedt@ratondominium in a relocation neighborhood
which was not open to the public in Chaoyang distmear a subway transit for 509Qan per

square meter in 2006, 30@0anlower than the market price of the surroundingsaithen.
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As Nonini (2008) arguegguanxican blur the distinction of “what is state and lpzjland
what is market and private”, and privileged thodewan connect “those in the sphere of state
and those in the sphere of market”. Unlike Mr. Zlncho had a stable and reliable connections,
Mr. Yao, an ordinary employee in a state ownedrente, had a windfall in purchasing a home
unexpectedly. When he planned to buy a home tongetied at the end of 2006, he asked almost
all his friends whether they had any informationcommodity housing for sell at a good price
because he was ‘desperate’ to know: the averaggrpprice was almost beyond his ability to
afford. Luckily, one of his friends happened to wn@a developer who was developing a
residential neighborhood. According to his frierttijs neighborhood was constructed for
government officials of Fengtai district and wad npen to the public. Through his friend’s
friend, Mr. Yao was able to buy a condominium iattheighborhood below the market prices of
the surrounding areas:

“My friend told me that the sale of housing unitsthat neighborhood was not open to
the outsiders. And the choice of the facing diewiand floor levels was totally based
on connections. Whose connection is ‘stonggrigj’, who chooses first. When | went
to buy mine, there were only three units left ia thhole neighborhood of hundreds of
new apartment units. There weren’'t many choicesrier But my thought was that ‘it's
not easy to be able to find an affordable condaminalready. How can | be picky?"

The price Mr. Yao paid for this condominium was 8Q@an per square meter while the
market price for housing in that area was more t8@00 yuan per square meter. For his 84
square meters home, Mr. Yao easily saved more #%)000yuan not to mention the
appreciation later when the housing prices skyrtstkeMr. Yao’s story is rather unusual and
does not happen very often. In fact, having thetrpsition almost means the right connections.
Although | was not able to interview any governmefftcials who purchased homes in Mr.
Yao’s neighborhood, Mr. Luo’s experience somewhetved this point. Mr. Luo was a
provincial government official and was transferteda national ministry after he got his Ph.D.
three years ago. He did a wide search for suithblesing and found the neighborhood which
was right by the Third Ring road. He purchased adominium in that neighborhood at a
discounted price because he “knew” the develop&hofgh Mr. Luo did not give too much
detail about how he happened to know the develaperhappened to develop the neighborhood
he was interested in, it is reasonable to spectifgeworking as a national level government
official helped him to get a good deal in purchgdiis home.
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In contrast, for ordinary home buyers without amymection, investing all their savings
into the real estate might not guarantee of ecoa@gains as public discourse suggests. That was
the case for the previous owner, Sister Su, ofctredominium that Mr. Zhao purchased in
Tiantongyuan mentioned earlier in this sectionteé8iSu got her fortune through developing an
oil field in the middle 1990s and then investedaar big condominiums in Changping district in
1996. Three years later, the municipal governmegxekbped an eight-square-kilometers
Economical and Comfortable housing neighborhoo@nfbingyuan, one of the earliest and
largest economical housing neighborhood not famfwhere she purchased her condominiums.
The Economic and Comfortable housing had governatignset low price while lacking
regulations on sizes of units for developers ardlifications for home buyers to purchase. As a
result, the newly developed neighborhood with tlaodis of cheap and spacious condominiums
significantly depressed the housing prices in surding areas. What made things worse was
that Sister Su’s oil field was expropriated by thevernment and she decided to sue the
government. The prolonged lawsuit siphoned mogtesfsavings and thus she had to cash the
condominiums she invested in in order to let theslat proceeded. The 170-square-meters
condominium was sold to Mr. Zhao in 2001 for on80300yuan 210,000yuanlower than the
price she bought in 1996.

For Sister Su, the road to become an entrepraaieweoliberal citizen was certainly not
easy because she had to follow all the market nulgke the government did not. In addition,
ordinary home investors also have to bear thedassto the rapid fluctuations of housing prices
caused by the constant involvement of the governinging to balance between promoting the
housing market and increasing the affordability #mas stabilizing the society as discussed in
the previous chapter. Mr. Peng, a manager in a estlte company with high salary, had
invested in three condominiums and one holsesky since 2002. As a home investor, what
impacted him greatly was a policy document issuedReople’s Bank of China in September
2009. According to this policy document, the petage of down payment for the first homes
was increased to 20 percent and that for the setmmide to 30 percent. In addition, the

percentage of money real estate developers coutdwmver the total value of the land under
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development was constrained to less than 70 p&fc@his harsh policy significantly dampened
the inflated housing market. As a result, Mr. Pexperienced a big economic loss in his
investment due to the depreciation of his property:

“I had a big loss last year, especially for the s®ubought, because the price | paid was

almost at the peak. It's mainly due to the govemialeregulation and control, the stock

market was also dampened by the government.... ec€hinese ordinary citizenad

bai xing invest, they are doomed. If you are the supdr, nou’ll not be influenced

because you can wait till the market is better. Butmiddle class people like me, when
the market goes bad, all my hard-earned moneyrie.fjo

It is normal for investors to bear the loss forithed investments in market. However,
when the market is subject to continuous regulatianis very hard for investors to make wise
investment decisions. For those ordinary invesli&es Sister Su and Mr. Peng, the devaluation
of their property was related with government raguy policies. In contrast, for those who have
the connections to access housing at low pricesgtbp of housing prices might only mean less
economic gain. While the outcomes of those investowe quite different, one thing is sure: the
government has successfully implanted the ideaw#sting homes and becoming homeowners

into the hearts of many urbanites in the reform era

4.3 Paying for the homes

For most ordinary households, homes are the bigneshase of their life. In the western
countries, it is very common to take mortgage ty fix a home. How do Chinese urban
residents pay for this big purchase? Have they faticepted the idea of “using tomorrow’s
money to pay for today’s spending”? For younger édmyers, they are better equipped with the
market mentality and are willing to use more marketns to finance their home. As mentioned
previously in this chapter, the Chinese governmed made a great effort to prepare the
neoliberal consumers through open, easy credihfam to purchase their homes. Similar to their
Western counterparts, for most of the young pewle purchased commodity housing, a bank
loan is the most importance source of funds. Fosefwith high salary, like Miss Wu, the young
software engineer mentioned earlier, the 2908n monthly payment which consists of about
one-quarter of her monthly salary was not a buateall. For others, if they can have some help

from theirdanwej the burden will also be significantly minimizedr. Wu, who worked for a

% “The People’s Bank of China and The China Banl&egulatory Commission’s Notice on Strengthen
Commodity Housing Credit Regulation (No. 359, 200Dbtained throughhttp://www.law-
lib.com/law/law_view.asp?id=217460
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state owned enterprise as a middle-level leadehisndanwei told me that his salary was
reasonable and the housing provision fund providgcis danweiwas also quite high and
covered most of his monthly payment. Mr. Shi, angemployee from a state institute, had
similar experience. Since both his wife and he wiarkstatedanwej their housing provision
fund can cover their monthly payment. In addititreir danweieven reimbursed them for the
property management fee and heating expenses wadchrding to Mr. Shi, was very common
for statedanwei In contrast, the monthly payment is a burden regidents with moderate
income. For example, Mr. Zhong, a factory workiedt that the over 100§uan monthly
payment for his small one-bedroom apartment watke gquburden since his wife had no formal

job and he also needed to pay a sponsor fee falahighter to go to kindergarten.

No matter how homeowners feel about the burdethefmonthly payment, it is quite
interesting that they choose a payment packagerdsalted in about 200Quan per month.
What differed most among them was how soon thenteadly paid back their loans. Ms. Chen

was a doctor and her husband was working for alatgte-owned enterprise. They took a 20

year-pay bank loan for their 168-square-meter honi@ongcheng District bought for 70§@an
per square meter in 2005. In fact, they paid bdukrtloan in only 2 years. Many of the
homeowners who chose to pay back their loan earitgcated that they did not like the feeling
of owing somebody money, as being in debt was nGhimese tradition. In fact, the benefits
were more than that. It also has economic benmafitiose who can afford it. Aunt Li’'s husband
was a successful entrepreneur and they boughthtbee in 2002 when “the majority of people
dared not to take bank loan to buy housing”. Iditygahey paid the mortgage back in only two
years. In a market with very limited investment ogipnities for ordinary investors, paying back
the home loan is one of the best ways to invest theney and potentially generate a great deal
of housing wealth when the prices go up. For Auiig family, their luck was more than that.
After they paid back their bank loan, the governtmeteased a new policy requiring home
buyers to pay transaction fee of certain percentig¢he housing price. In addition, the
government also increased the interest rate. Byngdyack their loan earlier, Aunt Li's family

fortunately avoided all the extra cost that lateligles engendered.

However, merely being able to pay the monthly paymeannot guarantee that one

successfully becomes a homeowner. What finallyrdetees whether or not one can become a
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homeowner is whether he/she can pay the lump suwwn dmyment. For a condominium
between 500,000 to 1,000,090anwhich is quite common in Beijing, the down paymeh20%
will be 100,000 to 200,00Quan According to Statistics Bureau of Beijing, ther p@apita
average annual income of Beijing residents wasy d9,349yuan in 2000 and the median
annual income was 21,88@anin 2008 (NBS, 2002, 2009). Coming up with suclargé sum

of money is a big burden for many households, ealic/oung couples who have not been
working for long and middle-aged and old ones wiewenpaid poorly during the socialist period.
If one wants to buy a preowned condominium or eryjpbrrow less from the bank to pay less
interest, the needs to pay an even larger down eariherefore, whether or not a household
can come up with enough down payment is vital. Adic to my interviewees the most
common way for young couples is to borrow from tie&s, especially parents. Mr. Gao had a
bitter experience trying to collect enough downrpapt. Right after getting married while he
was still a graduate student, Mr. Gao decided todaoondominium. Since his wife just found a
job as a high school teacher, they had almost wogathen. Mr. Gao’s in-law gave them some
money to buy their home. However, it was not enoddien, they turned to a relative of his wife
in Beijing to lend them more money. After a proledghouse hunting, they finally found a pre-
owned 70 square meter condominium near his wifefeoal for about 700Quan per square
meter in 2004. When they asked the relative todvomoney, she felt that it was worth buying
only if the price could be 30,00@ancheaper. However, even though it was not a bigodist,
Mr. Gao was not able to persuade the previous owmnagree on it and eventually missed this
condominium since the relative was not willing émdl him the money for the ‘bad’ purchase.
One year later, a good friend of Mr. Gao came biemk abroad and agreed to lend him 100,000
yuanto buy a home and he finally bought a 40-some+ggaeeter condominium for a rather
higher price since the housing prices went up cuibté over the year. Mr. Gao had felt very bad
for missing the previous deal ever since. Mr. Glso &elt big pressure because he had not yet
paid back his friend while his friend took a baolar himself to buy his home. Whenever the
government increased the interest rate, he “felvard thrust into my heart”.

Ms. Xiao had similar pressure due to getting bapfrom her relatives. Ms. Xiao and her
husband bought a rather big condominium of 147 queeters in 2005. In China, parents and
relatives are usually very supportive and do n&tfasinterest for borrowing. Since the interest

rate was too high then, Ms. Xiao decided to borfimn parents and relatives to pay back most
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of her mortgage as down payment. Even though the&/lpack the entire mortgage in 2008, they
did not feel relieved because of the big debt tbesed to their relatives. Paying the down
payment through borrowing from relatives, espegigbirents, is very common. It drains most
parents’ life-long savings. For young adults whontveo become homeowners, they are less
likely to ‘wait, depend and ask’ from the governmesr thedanweithey are working for, since
it is a backwards mentality and it might turn autoe fruitless. Facing the skyrocketing housing
prices, the “wait, depend and ask” mentality hatnadly shifted to the parents who would
almost never turn down the requests. Miss Wu, theng software engineer mentioned earlier,
was like most other home owners who only paid tB& 2Zdown payment and her parents
generously paid it for her.

“I really admire those who can make a down paynisnthemselves. But | think that

most people have their parents to pay for theirdpayment. My parents paid all my

down payment of 200,00uan | want to pay it back in the future becausettiair life-
long saving.”

Abandoning the mentality that the government shquiovide help for housing, many
neoliberal home buyers take the help from paré&gdMr. Chang, a teacher of a college stated:
“Nowadays, the down payment is easily up to 200{00800,000/uan I've only worked
for one year. My girlfriend has worked for two yeawe don’t have that much money to

make the down payment. When we get married, mynggghould certainly pay some
and my girlfriend’s parents should also pay some.”

If the parents cannot make the down payment, beeimgmeowner can only become a
distant dream for many young adults. Miss Hu, angpelerk working in a state owned
enterprise, was not lucky as most others of heoxtdh be the only child at home so that the
parents can full-heartedly support them for theuding needs.

“Judging by my financial situation, | don’t havecbuextravagant hopes of owning a
condominium. When | graduated from college, theshmy prices were at the peak. | also

had an elder brother who got married not long agbray parents paid for his down
payment. ”

Since her parents had already given all their g@mvio her brother, she had no choice, but
to remain as a renter. However, except for sayina housing agency cheated her when she
rented her previous apartment, she felt that tiaa® nothing to complain about based on her
situation. For Miss Hu, if she could not depenchen parents, the only person she could rely on

is herself.
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For middle age or old residents who want to purel@smmodity housing on the market,
they need to find other ways to finance their holmesause it is less likely for them depend on
their parents, either because their parents’ haditile saving due to the long period of low
wages in socialist period, or their parents hadaaly passed away. Mr. Wu was quite lucky
because he had a windfall in the stock market bed tised it to pay the down payment of his
second home in 2007, which was much larger thaptiratizeddanweiapartment he bought in
2001. The good stock market in 2007 did realizeesbomeowners’ dreams like Mr. Wu. But it
was not a dependable way that home buyers couldtamu In fact, there was a significant
downturn in stock market in 2008 which caused bgsés for a lot of ordinary investors. Most
middle-age homeowners | interviewed were succes$fusinessmen or employees of

monopolized enterprises like Mr. Ma’s and Ms. Wiaisiily mentioned earlier.

Ever since the 1990s, the urban core of Chineseibes has experienced unprecedented
redevelopment (Hsing, 2008). For old local Beijirgsidents who are very likely to be
involuntary movers, the most common way to becoramdowners is to use the relocation
compensation to purchase a apartment on the markete are two main factors causing the
massive spatial restructuring of inner cities. Tin& is the SOE reform to move those money-
losing enterprises from the urban core, locatiormainy heavy industries during the socialist
period, to the urban fringe in order to sell thghavalue land in central location to generate fund
for those money-losing enterprises (Feng, 2008yelieer with the move of factories, a lot of
employees who used to live inside ttlanwei compounds also moved to the suburbs. The
second factor was the urban redevelopment propeathroomed all over Chinese cities (Hsing,
2008). Through hollowing industry out and demolghbld neighborhoods in the center of the
cities, a large number of households needed torfewd homes. The relocation compensation

helped those evicted to purchase new homes.

According to a policy issued in 2000 by the muratigovernment of Beijing, residents of
redevelopment areas should be relocated with iseteliving spac®. However, relocation back
to the original location is quite rare since therpier location is far more expensive than the

suburban areas. Due to the fact that the centcakitm is very expensive after redevelopment,

7 “Implementation methods on speeding up redevetpgangerous and dilapidated housing in Beijingt(No.
19, 2000) ",obtained through http://www.law110.ctawn/32/beijing/202128.htm
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there is strong incentive for developers not tovigle relocation accommodation at the original
location. As a compromise between the governmemt @re developer to redevelop the
dilapidated inner city, governments usually tacatyree that the developers relocate the original
residents to suburban neighborhoods as long adetelopers can make them move. For some
of the relocated households, the relocation apantsna the suburb provide the initial money for
them to upgrade their home later. Ms. Chu was wgrkor a property management company
earlier and her husband worked for a private comphier family owned a housing unit in a
one-story building in the current CBD in Chaoyangfritt. That area was under redevelopment
in 1996 and they were relocated to a neighborh@ad the southern Third Ring road, which was
very far away from the place she worked then india district, northeast of Beijing. In 2001,
they finally decided to sell their relocation hawgsior a relatively good price and then purchased
their current condominium with the money they got the sale of the previous condominium.
While Ms. Chu suffered through long-distant commgtfor several years and had to rent an
apartment while the condominium they purchased wvaker construction, she was lucky to sell

the old condominium to purchase another condomimuitim a better location.

In 2001, the State council issued another policgudtent to provide two compensation
choices for residents subjected by redevelopmégmtidhetary compensation or 2) property right
exchange elsewhere. According to this policy doaumeesidents seem to have more than one
choices for their compensation. However, relocatiagk to the original premier location is
simply removed as an option. Even being relocate@mote suburban areas is less welcome by
developers. In practice, monetary compensatiomaseasingly becoming the primary way,
which is claimed to provide relocated householdthwmore freedom to choose where to live

instead of passively accepting the relocation rsighood&®.

Usually, residents living in redeveloped areaspa@ and very unlikely to purchase homes
from the market. However, the redevelopment prejéotced those residents to become home
buyers in the housing market. Mr. Liu was a taxvelrin his 40s. He started to be a taxi driver
after he was laid off from hidanwei Luckily, Mr. Liu was allocated two rooms in a es@ry

building from hisdanweibefore he was laid off and his wife was allocabeé room from her

%8 «Seven benefits of the new policy of monetary cengation”, retrived from:
http://news.Ifang.com/09/1119/0/20110042451.html
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danweinearby. Since both housing units were locatedtinaenter, they finally negotiated for
1.2 million compensation overall when that area wader redevelopment in 2005. With the
rather large amount of compensation, Mr. Liu pusgltha condominium in a suburban district
for 7000yuanper square meter:
“You think a taxi driver can afford a condominium Beijing? Don’t be silly!
People like me cannot earn 5090an per month. With 5000 per month, even if you
don’t eat and drink, you still cannot afford a cormmdnium.... The drop in housing prices

has nothing to do with ordinary peoplad baixing. If it's 50,000 per square meter, |
cannot afford it. If it's 2,000 less per square engk still cannot afford.”

The price Mr. Liu mentioned was the inner disto€Beijing, where he used to live. Even
with a handsome compensation, moving back to liidiome location is beyond Mr. Liu’s reach,
not to mention based on his salary. With the relonacompensation, Mr. Liu was in a slightly
better position in the housing market than a losaf wage-earners. The new policy certainly
pushed those evicted households further into mawk#t generous promise of ‘freedom’.
However, the very freedom is more a deprivatiorth&ir former right to move back to their
premier home location than a granted privilegeisitmore a shrewd trick to generate more
business for the developers and more tax for thvergonent, than more choices for the evictees

to choose.

Due to their experience with allocated housing @émtcal location during the socialist
period, old residents often feel resentful at bdorged to enter the market where they can only
afford housing in the suburbs. Similar to Mr. Lilunt Wang's family was also subject to
relocation. Aunt Wang was a local Beijing resideiiito retired from a textile factory several
years ago. Her family lived in her in-laws’ apartthevhich was allocated by the housing bureau
in Xuanwu district, an inner district of Beijing.eBause she changed work from aamweito
another, she was not in the housing queue otléteveishe left, and had not been in the queue
of the danweishe changed to long enough to receive compensdfiom apartment allocated
from her husband’'danweiwas only a little more than 10 square meters, wiias too small to
house the whole family. In 2006, the neighborhduoeltlived in in Xuanwu district was under
redevelopment. Aunt Wang was told that her onlyiahevas to take the compensation money
and leave. The initial compensation offered was,@0® for their apartment. Aunt Wang’s
family did not accept the initial compensation sirtbey could not afford a condominium at the

market without more money. Just like Granny Li Ire tTV showSnail home Aunt Wang's
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family had a prolonged negotiation with the develsp Finally they accepted compensation of
600,000yuan This was enough to buy a pre-owned privatidadweiapartment in Fengtai
district, an outer district in the south of BeijifQuite contrary to what the compensation policy
claimed to grant, for Aunt Wang's family, it was raly a struggle with the government and the
developer, which they were doomed to lose sincg tiael insufficient time and resources:
“If 1 refused to accept the compensation and netgdi for one more year, the
developer might have offered slightly more. But $iog prices are rising quickly; |

might still not be able to afford anything withidlé more money .... We are underclass
of the society. We don’t have the time and capdaoitfjght.”

In fact, both Mr. Liu and Aunt Wang were lucky sing¢hey eventually purchased
condominiums with the relocation compensation, algh not in central locations. Not all
residents could successfully become homeowners thighrelocation compensation. Granny
Zhang, a retired public kindergarten teacher, hguteenced two relocations in her life. Her first
apartment allocated by hdanweiwas located in Chongwen district within the Secétidg
Road south of the Forbidden City. In 1956, thabamas occupied by anothdanweiand all
teachers were relocated another apartment builirther south of the city center while still
within the second ring road. The second apartmaed in fact only one room of 16 square
meters. Granny Zhang's family of four lived th¢ite2000 when that building was demolished
by the municipal government to widen the road. Time, Granny Zhang'’s family did not have
the choice of relocating to another apartment.ebudt they got 210,00Quan as relocation
compensation. Granny Zhang searched in the mankkesadly found that the smallest apartment
she could find was 40 square meters and with & @iover 6,00Q/uanper square meters, the
total price would be far beyond the compensatiaa gt -- not to mention the cost for interior
decoration and more furniture. Eventually, GranmaZg gave up the idea of buying another
apartment and moved to live with her son. Instddthging more choice in the market to choose
where to live, Granny Zhang had no choice but fgedd on her son. The first relocation during
the socialist period provided Granny Zhang witreanommodation of her own. However, when
her family was pushed into the market with limitedney during the reform era, what they had
was not free choices, but deprivation of any chaicell. In fact, Granny Zhang's experience is
not alone: a lot of residents were allocated tipgriments by theidanweiduring the socialist
period. When there was redevelopment, as the cosapien was based on the square meters of

residents’ previous apartments, the total compensatsually was not high even the previous
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apartments were located in central locations. Thisnother reason for the increasing “nalil
households (dingzi hu)” who refused to take the pemsation and move. For those “nail
households”, if they agree to move, it is not meeeloss of their premier location, but it might
be a loss of a place to live at all.

4.4 Purchasing PrivatizedDanwei Housing

According to the population census in 2000, mosiéomwvners obtained their homes
through purchasing privatizedanwei housing by 2000. A statistic shows that purchasing
privatizeddanweihousing still consisted of the largest share @§.ih 2007 nationally (Zheng,
2008). In Beijing, | would expect this percentageorchasing privatizedanweihousing to be
even higher since the affordability of commodityubimg in Beijing is lower than in most other
Chinese cities. This is substantiated by my intawgl. Strictly speaking, the privatizednwei
housing only refers to the existing housing stodkiclw was constructed during the socialist
period and has already been occupied by residaatdiscussed in Chapter Two, matignwei
also either purchased housing at the market and #uodd to their employees at deeply
discounted prices or constructed housing unitssad to employees under the name of ‘fund-
raising housing (jizi jianfang)’ at the beginninftbe housing reform. Since these housing units
were directly related wittdanwei and were sold at much lower than market priceghef
surrounding areas, | also consider them as patlanfveihousing. Therefore, both buying the
sitting apartments and newly-constructeldnwei subsidized housing are considered as

purchasing privatizedanweihousing here.

Purchasing the privatizedanweihousing has been voluntary ever since the beggnhm
order to provide enough incentive to carry thegobut, the discounted sales were accompanied
with a significant rent increase if residents cleoost to purchase. Therefore, the majority of
urban residents who have enough means choosedbgsertheir sitting public housing units. As
Granny Zheng, a retired doctor, said “since evedybpurchased it and it's cheap anyway, |
purchased my apartment, too”. This mentality ifegagommon among residents who lived in
public housing. After discount, Granny Zheng's 66so-square-meter apartment only cost her
about 10,00Q/uan a much lower price than the market price. Iteidved that the discounted
sale of public housing is compensation to the laogtribution with low salary during the
socialist period. It is true that privatized pubhousing provides a cheap route to become

122



homeowners for those who do not have enough meapsrthase on the market. It is also the
reason why the housing situations are not as baldeakigh prices suggest in terms of housing
tenure. Aunt Zhao was a retired worker from a sns#dite owned enterprise. Due to the
economic difficulty of herdanwej nobody working there was allocated housing frdrat t
danwei Luckily, her husband'slanwej a small public institution, allocated a 45-squareter
apartment to them in 1986. They had been livingaif-square-meter single room from the
housing bureau for 14 years. They borrowed moneypurhase that apartment when her
husband’sdanweistarted to privatize its housing stock. Even thoaghk of her adult sons still
lived with her because he did not have a job, Ao felt life was quite secure because they
had at least a roof to shelter her family. Withting privatized apartment, her family might need

to rent apartment at a much higher rent, with thaiteonal worry of being evicted at any time.

While privatization of previously public housing e guarantee the middle and low
income household residence, it also extends housetgiality of the socialist period and brings
disproportionate economic gains to those who gamede in the old regime. Employees of
governmental institutions or monopoly state eniegsr had access to more and better housing
resources. In the socialist period, their benefghthbe having better living conditions. In the
reform period, the housing advantage can be e&sihsferred into pecuniary benefit in the
market. According to the housing reform policiesBeijing, the fixed base privatized price is
adjusted by the period of time worked for tth@nweiand positions in theidanwei In other
words, employees with more seniority and higheritjwys can purchase the privatized public
housing more cheaply than others. In addition, vihatemployees can buy depends on what
housing they have already had or what dla@weican offer. Different types adanweimight
have different housing resources available to teeiployees. Mr. Zhao, an entrepreneur who
used to work as a university faculty mentionedierabought a 97-square-meter condominium
from the university he worked for about 10Q@anper square meter in 1998. According to Mr.
Zhao, the university purchased many condominiumsliout 500Q/uanper square meter on the
market in 1998 and then sold them to its employ&bs good deal was possible due to the fact
that the university Mr. Zhao worked was funded aficectly under the administration of
Northern China Electric Corporation, a big monopstgte-owned enterprise which had very
good benefits for its employees and affiliated perel. Working for this university ensured Mr.

Zhao good welfare during the socialist period atgb grovided the big windfall after the
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housing reform. After the regulation on sellingvatizeddanweihousing was relaxed around
2008, Mr. Zhao decided to sell that condominiumalihhe rented out currently when the price
went up to more than 1 million. Since there waspnoperty tax in China and Mr. Zhao's
condominium was rented for a good price due tdabhethere was no property management and
heating fee as danwei affiliated housing, the future economic gain for.Mhao was quite

secure.

In contrast to Mr. Zhao, Aunt Kang was a retiredkeo from a state owned enterprise. Her
danweinever allocated any housing to her until 1997. Wvéiee got married in 1982, her in-laws
helped her family to build a single room on the lpulland outside their two rooms in a
bungalow which were replacements for the two pewvatoms demolished by the government
previously. Since it was almost at the urban fritigen, nobody really cared about that small
piece of land. In 1997, Aunt Kangdanweiconstructed new housing for employees. In order to
be able to be allocated an apartment, Aunt Kangmetl their own room together with her in-
laws’ two rooms. Finally, she was allocated to as§Qare-meter apartment and bought it one
year later. In order to be eligible for the allacatshe gave up her in-laws’ private housing. In
this sense, the apartment Aunt Kang purchased wasao much a discount. Aunt Kang’s
experience is not unique for employees workingdamweiwith inadequate housing. Aunt Chen
also gave up three privately owned rooms of héaws’ to the housing bureau in order to get an

apartment from hedanwei

The emerging housing market has generated sulatantinomic gains for those who have
enough to invest and make smart decisions likeheromarket economies. Those who can ride
the two horses well at the same time can enjoy saéer and bigger gains with lower risk than
those who bet in the market with its constantlyngiag government regulations. Ms. Zhang was
a middle-level leader of a big government entegpriger husband was allocated an apartment by
his danweiin 1994 and later bought it for 20,000 yuan. Asoéficial in her owndanwej Ms.
Zhang was also allocated a condominium by dearweieven though her husband had already
been allocated housing by ldanwei Then they decided to sell the apartment obtafreed her
husband’'slanwei Being able to access housing from bdéimwej Ms. Zhang’s family was able

to benefit from the difference of privatized praed the market price. In fact, Ms. Zhang’s story
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was not alone. When | interviewed Mr. Chang, a ypupollege teacher, he talked about his
parents’ experience of having big economic gainugh the privatizedanweihousing:
“Don’t think that I'm too young to talk about theiyatization of danwei housing.

Although I never hadlanweiallocated housing, my parents made a fortune gtralat. My

parents’ bought their first apartment for only abd@0,000 yuan The housing prices

increased a lot right after my parents boughtliethey sold it for 100,000. In the 1990s, it

was quite a lot of money. My parents used that mdonebuy another larger condominium

through thedanweiinitiated fund-raising construction for about 2)00er square meter and

then sold it for a much higher price. Both of mygds are civil servants in differed&nwel

They later bought and sold condominiums from ontheir danweiseveral times and earned

guite a lot of money. Some of my parents’ colleagdil it even more than ten times and
became millionaires. ”

It might not be common for ordinary citizens to Baypportunities to “catch the white wolf
with empty hands” as Mr. Chang’s parents did. Feuptes who can access housing frdamweli
on both sides, another advantage is locational usecahey can live and have thé&iukou
registered at either location, depending on whieeg tan access either better facilities or better
education resources. Grandpa Wang went all thefr@ay his hometown Anhui province to live
in Huilongguan, the largest Economical and Comfaetahousing neighborhood in Beijing, to
take care of his grandson who was in kindergarem.t His son’s family currently lived in a
300-square-meter condominium bought through groupchase organized by his daughter’s
danwei,a university in Beijing. At the same time, his sadaw was allocated another 140-
square-meter condominium by hdanwej a research institute in Haidian district neariRgk
University, a top university in China. They decidedmove to the condominium in Haidian
district when his grandson went to primary schaote schools were better in Haidian district.
Currently, they enjoy the spacious living space gaaet neighborhood in Huilongguan in the
suburban area of Beijing. Having two condominiumsae different locations, Grandpa Wang’s

family can benefit from the advantages of differecations.

For many other transitional economies which toak ‘#hock therapy’, the benefit might be
one time when the privatization started. In Chioantinuous state intervention in the market
perpetuated and magnified the inequality of thaadist period. Some young employees who
came to the job market late could still enjoy tlemdfits of the socialist period by working for
public agencies. Mr. Yao, an ordinary employee istaie owned enterprise mentioned earlier,
was jealous of his friend who graduated at the stamme as he and worked for a state ministry
after graduation. While he paid a lot of effortfind his affordable condominium, his friend
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purchased a condominium near the Diaoyutai StatestBause in Xicheng district allocated by
the ministry he worked for for 300Quan per square meter. At that time, the market pries w
20,000yuanper square meter in that area. Although most yqeuple are trained as neoliberal
market subjects who must be fully responsible feniselves, those who can find jobs in state

ministry are favored by fate.

In fact, not everybody was so lucky as to be atled¢an apartment during the social period.
Due to the lack of investment in housing under itteology of ‘production first, livelihood
second’, the supply of public housing was extreneyfficient. Those who did not have access
to public housing from either theslanweior the housing bureau were very likely to be woske
of small enterprises. For them, not only did thayéto be responsible for their own housing
during the socialist period when the majority dbamites had public housing of some sort; they
were also deprived the opportunities to purchasectteap privatized public housing during the
reform era. Aunt Zhou and her husband workedHersame factory. Since they lived in her in-
law’s apartment after they got married, the facegided not to allocate any apartment to Aunt
Zhou's family due to the limited housing resourcé&berefore, Aunt Zhou was not able to
purchase anything from the factory when it stattedell apartments to their occupants after the
housing reform. Now, Aunt Zhou, her husband anddaeighter’s family of three all lived in her
in-law’s apartment. Aunt Zhou’s family did not gaty housing benefit from theilanweibefore
the reform, and therefor they were continued exaduttom any housing benefit frodanwei
because they did not have rental apartments ftanweito purchase. The only hope for Aunt
Zhou was that her in-law’s apartment would be evalht given her family. Facing the high
housing prices, Aunt Zhou lamented that there vaway for her family to afford an apartment
in the market with their meager retirement salary:

“We all work our whole lives for the Communist BarBut why can people in
government institutions get housing subsidies ghdrahousing benefits, while we ordinary

residents cannot? Why do our salaries need to bedban the profit from the market but
theirs do not?”

At the same time, Aunt Zhou also agreed that hailyawas not the worst off since they
still had a place to stay. Many of Aunt Zhou's ealjues had to rent rooms from nearby peasants.
Some of her friends even lived in temporary teotsykears. Due to the comparison with people

in her circles who had even worse housing, AuntwZtimught that life was at least stable and
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tolerable. Ms. Lin, a full-time mom whose husbandswworking for a small state owned
enterprise, shared a similar feeling with Aunt Zhaithough her husband and she did not have
their own apartment and lived with her in-law, $ak quite satisfied with her current life since
she did not need to assume a large debt to buyndoaunium on the market like many other
young people. For her, “the current life was gbedause there was no worry for the future”
Although feeling slightly unprivileged, though coarmg themselves to others whose situation
was even worse and had to assume even more resiibasifor their housing, these neoliberal
urban residents do not have strong feelings ofiumdas. Instead, they assume it is normal for a
market economy. As Uncle Dai, a retired factory keorsaid “Now we have transformed from
the planned economy to a market economy. Everylmasyls to buy their own housing on the

market in a market economy.”

4.5 Who are the renters?

Although the homeownership rates in Chinese cigies much higher than those in most
developed countries, there are also a large nuwmiberban residents who cannot successfully
become homeowners to benefit from the booming Ingusiarket. There are several groups of
renters. The first group is the young generationhgir 20s and 30s. They who enter the job
market after the housing reform. Except for a smalinber of young people who are lucky
enough to work for state agencies as mentioneldeiptevious section, the majority have to find
their own accommodation in the market. In most sabeing a renter is the only solution since
they do not have enough means to afford purchagingominiums in the market. Mr. Zeng, a
young professional who had just worked for a yeamted a room in a 2-bedroom, 2-livingroom
apartment in Shijingshan district about an houudbveay ride from his work for 90Quan per
month. Not only all the bedrooms, but all the lyiroom as well as the kitchen were rented out.
Therefore, instead of sharing the apartment with ather person in the two bedroom apartment,
he had to live with four other roommates. In addifihe could not cook at home since the
kitchen was also transformed into a bedroom. Heaneke told me that he had to tolerate it
because his monthly salary was only 6,§08nand he planned to let his wife who was working
in their hometown Anhui province to come join hinmem he had saved enough. Well equipped
with all the market logic, Mr. Zeng never thouglitgetting an apartment from the company he

was working for since the norm nowadays was tcepansible for one’s own home. Mr. Chang,
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the young college teacher mentioned earlier, hadilesi idea: “everybody needs to be
responsible for their own housing now.” With hisniied salary, he could only share an
apartment with several others. Slightly bettertbin Mr. Zeng, Mr. Chang was counting on his
parents and in-laws to pay for the down paymentnwie get married. For Mr. Chang, parents

are the only life-saving straw he could clutchrathie market economy.

As a renter, Miss Hu, a young clerk in a state avergterprise had an even worse experience.
Since she worked for a state owned enterprise lasvdevel employee, her salary was even
lower than Mr. Zeng who worked for a private comypaHdowever, it seems that the market is
never on the side of those who do not have monags Mu found her first rental apartment
through an agency and they cheated her since shadaxperience in the housing market. She
was not able to get her deposit back when the Maseover and she was required to pay various
fees which were not in the lease. After a prolongealch, the second apartment Miss Hu found
seemed to be rented by its owner. However, afterrsbved in, she found that the so-called
owner was merely a renter who leased the wholdarapat and then rented out individual rooms.
As had happened to Mr. Zeng's rental apartment,ygvessible space was rented out. What was
even worse was other people living in the apartnasd invited their significant others or
relatives visiting Beijing to stay over. At its éti, this 3-bedroom apartment housed about ten
people. Miss Hu’s stay in this apartment was ensldn her belongings were stolen by one of
those stay-overs. She finally moved out without Heposit. After several unhappy renting
experiences, Miss Hu finally found a two-bedroomarapent online sharing with another single
woman. When talking about her experiences of trymgent an apartment, Miss Hu thought it
was too hard to find a nice and affordable renparement. But she immediately added that it
was only because she did not have enough money:

“I have high requirements for the rental apartmdntwvant it to have internet,
refrigerator and washing machine. | also want thawe a shower in the bathroom. It's very
hard to find a suitable rental apartment.... Ittgetif | could pay more than 1,0¢@anper
month, the apartment would surely equipped withrghéng | want. But how can | live if |

pay 1,000yuanfor housing? | only graduated for a little oveyear. | should not ask for
too much in terms of housing....”

Like Mr. Zeng, Miss Hu fully understood her own aomic situation and adjusted her

expectation for housing. Both of them assumed ithe market logic what they can get is what
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they can pay for and everybody needs to followldiggc. Even though their living environment

was not pleasant, for them it was the best theldoget and there was nothing to complain about.

For most of these young white collar workers, beinghe rental market is temporary.
Eventually, many will become homeowners. Mr. Gatayled his plan to be a homeowner for
two years due to the difficulty in collecting endutp make the down payment. He eventually
realized his dream of becoming a homeowner by bong from relatives and friends. For Mr.
Zhong, a young factory worker, the wait to becontemeowner was even longer. He rented a
9-square meter apartment near his work in Haidiatmict in 1996. When his son was born, his
mother in-law came to take care of the baby. Mrory started to think about buying an
apartment. However, he was not able to collect ghguoney and the family of five had to live
in the 9-square meter apartment for another fivarsie By the time his son needed to go to
elementary school in 2004, he had finally savedesamney and borrowed more from relatives
to pay the down payment to buy a 43-square-metelicgsfor 290,000/uan near the school his
son went to. This group of young renters are madeliberal subjects as what the governments
promoted. It is a common trajectory for them to eota Beijing to work with no parents or
danwei to depend on. While they might suffer from bading situations in their rental
apartments, they are determined to work hard ansupport themselves. Eventually, most of
them can move up to become homeowners throughrdidhg period of saving or borrowing

from relatives and friends.

The second group, quite different from the firsbugr, consists of the local urban poor who
are either laid off by theidanweior retired a long time ago. They are the group wlack of
resources to fornguanxi and therefore are shut out from crossing the dwibletween state,
market and everyday social life as Nonini (2008eed for the vast majority of the powerless.
They became permanent renters trapped in dilapidateising neighborhoods and have no
means to buy commercial housing on the market.orihe possibility for them to move out the
poor neighborhoods and possibly purchase an apartroe the market is when their
neighborhood is under redevelopment and they ackylienough to get good relocation
compensations. This group is likely to live in arfewo types of neighborhood. The first is the
hutong neighborhood in the center of Beijing. The cemteBeijing used to accommodate the

royal family and high government officials. Eacimity had their own courtyard house. After
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the communist reform in the 1950s, those courtyases were confiscated and redistributed to
ordinary citizens. In order to house more familids®e government subdivided the courtyard
houses and allocated only one or two rooms of thesés to each family. Due to the lack of
space for living and other usages, such as kitemehstorage, families in the courtyard houses
started to build tents or other attachments inghared central courtyard. Soon, the prestige
hutong neighborhood was transformed into over-crowded d&mang, luan, cha" (dirty,
disordered and poor) space for the ordinary workilags. A survey shows that about 25% of
municipal and private housing in the inner cityB#ijing has informal constructions to provide
kitchens and storage space which are often timesig low quality (Wu, 2002). People living
there were local Beijing residents who worked asoigy workers or did small business. After the
economic reform, due to emerging land market amrdpitemier location of those oltitong
neighborhoods, redeveloping and commercializing ol hutong neighborhoods suddenly
became profitable and in accordance with the istsref both the municipal government and
real estate developers. By 1993, the Beijing mpaicgovernment had planned 221 OIld and
Dilapidated Housing Programs, involving 20.9 squiatemeters in old Beijing. A survey in
1994 shows that more than 100 parcels were undewa (Figure 4.2). And it is estimated that
1/3 of the inner city of Beijing was redeveloped2f00 (Goldman, 2003).

Legend

QOld Inner City
B Urban Renewal Area

Figure 4.2 Urban Renewal of the Inner City of Buiji 1994
(Source: Gu, et al., 2006)
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Due to the cultural and aesthetic value of the tyawmd houses, some of theutong
neighborhoods were subjected to government-lednasin and beautification such as the case
of Nanluoguxiang in central Beijing described byir5{2010). In either case, these inner city
neighborhoods are experiencing gentrification whiebults in the dislocation of the original
residents who have been renters in these houseedades. At the same time, with increasing
compensation costs, it is harder and harder fdreeithe government or the developers to
redevelop the central city due to its high popolatiensity. As a result, there remains some old
hutongneighborhoods occupied by the old residents, whiave remained dilapidated. Figure
4.3 is the old residence of Youwei Kang, a highegament official in Qing dynasty. Once a
prestige home, it has been changed into a so-caleeda yuan'(“big disordered yard”) when it
was subdivided and allocated to many families dutire socialist period. In this picture we can
vaguely see that the backdrop is some high-ristdibgs. While physically adjacent to each
other, these different neighborhoods provide drarally different living environment and life

qualities.
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Figure 4.3 A typical dilapidated courtyard hotise

Aunt Shi, a contract market surveyor mentionedi@ailived in GongjiarHutongin Xicheng
district. Her two rooms in a courtyard house wdlecated by housing bureau so(me thirty years
ago. For Aunt Shi, the 49uanper month rent was acceptable, but there was nyosia could

afford a condominium on the market. Due to the re¢dcation and high value of the traditional

% One Quarter Former Homes of Celebrities in Beifiag been Changed into “Big Disordered Yard” (Bejji/s
mingren guju cheng ‘dazayuan’), Obtained througtp:Hcity.finance.sina.com.cn/city/2009-07-14/168&tml|

131



architecture, the government did not plan to praeathese rental housing -- probably in order to
pay less to the renters when it decided to evantland redevelop the area. Therefore, Aunt Shi
could neither purchase her current dwelling noetaklump-sum of compensation money and
leave. Instead, her family had to remain as a puklinter and await their fate in the dilapidated
neighborhood. Grandpa Huang, a retired factory @grkad an even worse situation. Because
Grandpa Huang’s adult son was working as a contrewker for a private company with
relatively low salary, he could not afford to remt apartment by himself. Therefore, he stayed
with Grandpa Huang and his wife in their singlemoim a courtyard house in Miliangkdutong
While feeling life was livable with his social seity of roughly 2000yuanper month, Grandpa
Huang was very worried that one day the area lesllim would be redeveloped. Since he only
had one room, the compensation would not be entwudpuy a condominium on the market to
house his family. This concern is very common amihiege old renters imutongneighborhood.
Grandma Qian, a retired contract worker, worrieat ththe neighborhood was redeveloped, she
would have to move to the suburbs:

“I'm in my 50s and the bank will not lend to oldqgde. There’s no way for me to

buy an apartment in the city. But the facilitiestive suburb are poor. | don’'t want to
move there. Have you heard that ‘I'd rather haveed in the city than a house in the

suburb (ning yao shiqu yi zhang chuang, buyao jiagghuang fang)? ”

Unlike the perception of the middle class in theadeped countries that the suburb is a place
with the blessing of “a whole way of life in whidie best of rural and urban living are
combined without their defects” (Tuan, 1974), slisufor poor Chinese citizens are no more
than a curse to live in a ‘concrete forest’ in theldle of nowhere, away from any modern
civilization and amenities. However, not having eglo means to help themselves in the market
as the middle class benefit from the economic nefor seems that those old residentsiutong
neighborhoods in the inner city are mired in lossel situations: either move to the suburb far
away from all urban amenities when there are rddpweents and gentrification, or be trapped
in the dilapidated neighborhoods left out of thegsess of globalization and modernization.

The other areas that might be concentrated wittererare oldlanweicompounds. After the
housing reform, residents who could afford to mouéto live in newly developed commercial
neighborhoods and either sold or rented out tenweiallocated housing. At the same time,

there were also many others who were either |didmofetired a long time ago who still had not
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purchased theidanweiallocated apartments and remained as renterseidatiweicompound.
Quite similar to those residents in the dilapidatéy center, these poor residents in dahwei

compounds are also immobile ‘residual’ populatiod &rapped in dilapidated neighborhoods.

Uncle Ren was a factory worker in his 50s who wdrks a parking lot attendant near his
home by the second ring road in Xuanwu districtrafie was laid off five years ago. He was still
living with his wife in a two-bedroom apartmentaaated by hislanweibefore he was laid off.
Due to the good location, his previodanweidecided not to privatize thganweihousing in
order to pay less compensation when it sold thd lase rights to a developer. Rumors about
demolishing and redeveloping this area had beeundrdor a while and they bothered Uncle
Ren

“I heard that this whole area will be demolishedople keep talking about it. But |
haven't seen any action yet. If they do demolisk #rea, | will not be able to afford
anything on the market. My apartment is very sraalll they won't pay much for it. If

they pay something like eighty or one hundred thadswhat can | buy on the market? |
might have to move to the countryside outside ifta Ring Road. ”

If that does happen, Uncle Ren might even losddmgorary job as a parking lot attendant
because there has not been much business in thebanbarea and he will be unable to commute
and still work more than ten hours per day at timeent parking lot. Life was not easy for Uncle
Ren. He had to stay outside watching vehicles goingnd out of the parking lot even though
the temperature was below freezing when | intereg\wim. But he had to work as long as he
was still healthy in order to earn a little moremag to supplement his limited social security
and support his family. People who retired verylyedaced the same situation as laid-off
employees since their retirement stipend was exdhlenow. Grandpa Dai was a retired
employee of a state owned industrial enterprisesttoated during the “Third Front” period. He
had been retired for about 20 years and lived ennfeager retirement stipend. Hlanwei
allocated him a 29-square-meter apartment in t@04.%nd he has lived there ever since.
Grandpa Dai was paid an extremely low salary befierectired since the state was practicing the
principle of "production first, livelihood secondten. As with Uncle Ren, there are two fates
waiting for Grandpa Dai in the future: either hesistay in the tiny dilapidated apartment for
the rest of his life, or be forced to move to tleenote suburban area if his neighborhood is

redeveloped. Neither seems to be a blessing.
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It is not hard to see that the second group oferesndid poorly during the reform era. Not
coincidently, they were also in a disadvantageoositipn during the socialist period. They
contributed most of their life with meager rewardising the socialist period as low-skilled
workers, many of whose education was interruptedhigychaotic Cultural Revolutidh The
socialist practice was deeply engrained into thiggs, changing them into typical socialist
subjects, totally dependent on the state for welf@ihe reform era did not put them on an equal
starting point with other urbanites who were eitiall-educated or who had political power;
rather, it magnified their disadvantages througbhmg them to the market. At the beginning of
the reform of State Owned Enterprises (SOE), théestirged unemployed urban workers to
“learn from rural migrants” to be on their own (Zigg 2001). Instead of offering opportunities to
have an upward convergence with the middle cl&agsgbvernment points to a downward road
to live like migrant labors who have never had atate support but fight on their own to survive

in cities as outsiders or second-class citizens.

The migrant laborers consist of the third groupestters. A survey shows that those migrant
labors mostly engaged in four types of jobs in iBgij (1) High labor intensity, low-paid but
formal jobs; (2) Stable, contractual but tempofatys; etc. (3) Unstable, temporary and insecure
jobs and (4) household-owned small firms (Gu, et2006). They are the most disfranchised
residents in Beijing because they do not have Ibakbu and thus lack citizenship rights in their
host cities. According to Marshall (1950), full mieens of a community should enjoy social
rights which ensure an adequate level of persoe#dhve and political rights granting the ability
to participate in the community. However, while thegrants physically reside in the city, they
cannot enjoy any of the welfare that urbanites hareang (2002, p315) argues thHaikou
system in China serves as “a badge of citizenship profound social, culture and political
implication for the lives of Chinese people”. Acdorg to the city statistics, there were 537,000
migrants living in the thirteen urban districtsBéijing by 2008 (NBS, 2009). While there was a
changing discourse on ndmkou migrants recently as part of the project to camdtra
harmonious society, and the attitude of the urlesrdents towards migrant labor became better,
real changes in treatment to this disadvantagedpgremain modest. Without lochukoy they

are denied citizenship in the host cities. In teahbousing, norirukoumigrants are not eligible

“When | did my interview in Wuhan, | met some laiffworkers who successfully changed themselves int
entrepreneurs. However, those are still minoritpskbf the laid-off workers have a hard time aftery are laid-off.
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for any subsidized housing such as the Economiecdl @omfortable Housing or the Double-
controlled Housing. They have to be fully respolesifor their own accommodation on the
market. While a very small number of migrants nhilgh able to access institutionally-provided
or government-provided rental housing, due to tve income of most of them, they are more
likely to end up as renters (Wu, 2002). As shownmany studies, “villages in the city”,
normally at the urban fringe, is one type of ardeese migrants concentrate. Due to the high
demand for more urban construction land, local gavents are busy converting rural land at
the urban fringe into urban land. At the same timeserved housing sites and reserved
construction land continue to be owned by individuidlages or collectives (Hsing, 2010).
Because there is no cost for this land and it jacaaht or even inside the urban boundary, rental
housing in “villages in the city” serves as ide#ffloedable accommodation for migrants. In
addition, migrants from the same origins can shate information and mutual support,
assistance and friendship. When studying “villageshe city”, especially the entrepreneurial
Zhejiang village in Beijing, Ma and Xiang (1998)eaguite optimistic about migrants as active
actors to successfully incorporate themselves Bp@ad economically into the urban society
despite the constraints btikou While | agree with Ma and Xiang (1998) that migsashould
not be viewed as a consistent group who are pajpeictims, | argue that theukou system
remains as a significant barrier, preventing mitganom permanently settling down in their
destination cities. Due to the lack of institutibrarotection, migrant enclaves are quite
vulnerable to governmental demolition. For examplieen the most successful migrant enclave,
Zhejiang village in Ma and Xiang's study, was chghby the Fengtai District government in
1995, many of the illegal buildings were demolisiteating that movement (Zhang, 2002; Gu
and Shen, 2003). Although migrants moved back enfétlowing year, this incident does show

the insecure living situation of rural migrants.

In this research, | investigated a migrant villa@enghe Zhufang neighborhood which is not
far from China’s “Silicon Valley”, Zhongguancun iHaidian District. Despite the physical
proximity to the high-tech area, this neighborhasmemed to be untouched by the recent
modernity. Figures 4.4 and 4.5 show the public epagtside the rental apartments and a
business street in this neighborhood. The sceroaeld more like a small town in the 1970s
before the economic reform. Unlike some other agls in the city” in which individual

peasants rented out their own reserved housingethéential buildings with only single rooms
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for rent were developed by the village brigade eerded out to migrants. The residents in this
neighborhood were mostly from Anhui. Men in thisigiorhood almost all worked as
contractors doing interior architecture decoratidfomen worked as housekeepers. While the
mass construction of migrant rental housing didlast long (residents were all moved within 5
years), this area has long been found to be aniAntgrant enclave (Ma and Xiang, 1998). An
informant told me that it is because Anhui migrasyscialize in interior architecture decoration
and this area is adjacent to a construction materaaket. There were more than 100 single
rooms like Sister Jiang’s home in this neighborhaaith no kitchen, restroom or shower inside.
Almost all households set their stoves in the dorrright outside their rooms to cook. And they
need to go to public restrooms and payuénto use bathhouse each time. As Ms. Gu, a 25 year-

old full time mom who migrated from Anhui said,yibu wanted to saveyan you had to go to

another even simpler and dirtier bathhouse whicé lead to bear.

Figure 4.4 Public space outside the rentaftapnts Figure 4.5 Business street in Qirgjingang

Sister Jiang and her husband had migrated to Beijiore than 20 years ago. But thHailkou
were still in their hometown. Sister Jiang’s husbaame from Anhui with six other hometown
fellows. They had all worked as carpenters andimt@rchitecture decoration contractors since
they migrated to Beijing. Sister Jiang came frowh8an two years after. She first sold garments
for several years. Then she met her husband anutualy followed other Anhui migrants’
wives to be a housekeeper. Sister Jiang and hdrahdshad moved three times in the
Zhongguancun area since they moved to Beijing. Tirs# two moves were due to the

redevelopment of those neighborhoods; the lasi@sebecause the room was too humid to bear.
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They finally moved to Zhufang neighborhood lastry@dany other of their hometown fellows
living in this neighborhood had experiences simt@rSister Jiang’s family’s due to frequent
development in the urban-rural transitional zon#/hen demolition happened, they moved
together. Sister Jiang, her husband and her twns seere living in a room about 10 square
meters for 32uanper month, plus 14guanmonthly heating fee in winter months. There was
no lease for rental housing there. But if theydrie leave before the landlord could find new
tenants, they might not be able to get their $08ndeposit back. In many cases, they chose to
stay longer because they did not want to lose épesit which was not a small amount for them.
The only contract they needed to sign, accordingitoLiu, a hometown fellow of Sister Jiang’s
husband, was that the residents should be fullyoresible for their lives and belongings if any
accident happened, such as fire or gas poisoniagpi® the hardship in these migrants’ lives,
they had strong sense to be self-responsible, plploae to the fact that they used to be self-
reliant peasants in the countryside. Thus, thelgraoed the market mentality even faster than a
lot of urban residents. For any difficulties theyet they blame their own mistakes and their
extremely lowwenhua (education) level, which often times refers to lmnquality and is
directly related with education level:
“I shouldn’t complain about the government. | halweee children. The government
did not ask me to have a second birth. | deciddwte a second one and it turned out to
be twins. The government never asked me to giwh tirso many children. It's not too

bad since | can work as an hourly cleaning ladyave a low tvenhua”. People have
different lives based on their situations. | catydead a life based on my situation”

(Inteaw with Sister Jiang, 2008)

The Chinese government has promaadhieducation to promote the populatiomenhua
level ever since the implementation of the oneecpiblicy in the late 1970&Venhuaand Suzi
therefore have the same connotation which is dyrdotked to one’s education level. With
increasing competition between cities, variousesitalso implemented all sorts of preference
policies to attract people with higtuzhilevel. Through government promotion and practices,
wenhuaand suzhibecame a powerful discourse relating with, linkonge’s market success to
self-improvement through hard work. As Murphy (2Pp0grgues thatsuzhi legitimizes a
modernization agenda requiring people to take mspdity for their own welfare in a
competitive market economy regardless of theiritghib do so. Through the working of this

powerful discourse, these rural migrants attribime discrimination and unequal treatment to

137



their low suzhi In this sense, the discourseveénhuasuzhifunctions as what Foucault (1978)
calledbiopowerto discipline the subjects to be responsible li@irtown failure and success in
the market. Therefore, their low-end jobs and pgoang conditions can only be attributed to
their own low wenhudsuzhi Through powerful discourses like theenhudsuzhj the
mechanisms of controlling these neoliberal subjactsthroughout the brains and bodies of the
citizens, rather than through the direct operatbspecific disciplinary technologies (Deleuze,
1992).

Figure 4.6 A typical Rental Home in Zhufang Migr&ommunity

Due to the importance of obtaining a highehhua”level to achieve life success, these rural
migrants give a lot of importance to their childeerducation. Sister Jiang always encouraged
her daughter that “if you work hard in school, ydon’'t need to be a cleaning lady like your
mom in the future." If fact, even though she doeskwery hard, the chances of her being
successful in the future is much slimmer than diagther Beijing kids. Due to their identity as
outsiders determined by thdiwukou registration cards, it is hard if not totally ingswle for
migrant children to have regular education in Bejjias other Beijing kids do. Sister Jiang’s
daughter finished elementary school in Beijing ameht back to Sichuan province for high
school because public high school was too expenSister Jiang’s sons were currently in
private elementary school for migrants and theyhpéal to send the twin boys back to her
hometown when they finish. This practice was qadenmon to residents in this neighborhood.
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While public schools are open to migrants’ childemording to the official policies, good high
schools very rarely accept children without loeakou Even if children without locaitukouare
admitted by ordinary public high schools, they naegay various fees such as school selection
fee, sponsor fee, miscellaneous fee and so oanlgo up easily to more than one thousgumh

per semester. By contrast, Sister Jiang only @aiduple of hundred per semester for her sons in
private school for migrant kids. Even though Siskiang worked for six households, she could
only earn about 1000 per month. While Sister Jiangisband could earn about 406Q@n per
month if he had work to do, his work was quite ab&. A more important reason that migrant
children cannot finish high school in Beijing isatithey are simply not allowed to take college
entrance exam in Beijing. Even though they coulekim a senior high school in Beijing, their
education would be inadequate because the colleggarite Examination for Beijing students is
different and usually easier than that of the maticone, and students must take the entrance

exam in the province their parertsikouare registered.

Thehukousystem has been functioning as an invisible wadledparate Chinese society into
an urban high class and rural low class (Chan, 1984ile the physical barrier is no longer
impenetrable, the institutional obstacles remaiprievent them from real settlement in the host
city. Not only does it significantly constrain magnt workers’ life chances in the host cities, the
hukou system also prevents their children from permdpesgttling down in the destination
cities and deprives them from having equal citibgmsight to have education there. It is just as
Foucault (1984) states, “there are others... thatnsto be pure and simple openings, but that
generally hide curious exclusions. Everyone carranto these heterotopic sites, but in fact that
is only an illusion- we think we enter where we, g the very fact that we enter, excluded.”
While physically they enter the city, these migrkaitorers are not an integral part of the urban
society, but a supplementary component that islyeasplaced. Although they feel unhappy
about their unequal treatment, they take theiridatsstatus with fewer citizenship rights and
lower priority for granted:

“Beijing is so large. It cannot even solve the peots of its own citizens. How can it
pay attention to our nonlocal peopleaidi renN? They cannot even solve their own
aging problem, poverty of their residents, theivimnmental problems. Who will care
for us nonlocal people?... If they think nonlokals shouldn't be treated the same as

Beijing kids, they can set a higher admission stéoe outside kids to go to universities.
At least, they should allow our children to go ¢higols and take exams here.”
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(InterviewtiwMs Gu, 2008)

For Ms. Gu, equal treatment was almost out of thestjon since she and her family are
outsiders. What she was looking for was simply tdeliimprovement of their treatment,
especially for her little daughter so that she daatprove hemwenhuaand therefore be more
successful in the future. Also due to their straemse as outsiders, a little improvement in
treatment can make them thrilled. Mr. Liu was quigppy that he did not need to hold down his
voice when talking to Beijing local residents and dot need to hide like escaped criminals
whenever police came to check for temporary resiglgrermits which were very hard to get.

Most migrants simply did not have them in the 1990s

When asked whether they planned to return to th@inetowns, none of my informants in
this neighborhood indicated that was the plan. Hawmeif they choose to stay, they have to
separate from their children since nonlocal chitdoannot go to public school or take the
college entrance exam in Beijing. At the same tiheyas almost hopeless for them to get a
Beijing hukouto become real Beijing residents, either. As Mu &aid, “My hukouabsolutely
can’t be moved to Beijing. | only worked for 20 ygan Beijing, but even if you work your
whole life in Beijing, it's still out of the quesin.” On the other hand, life is not promising ie th
countryside, either. Many informants mentioned thate was a big loss in cotton farming that
year, the main agriculture activity back in thewnietown Anhui, because the good harvest
significantly depreciated the cotton prices. Thesgrant workers are trapped in the urban-rural
transitional zone where they can find suitableakhbusing, although this is getting harder due
to the rapid development at the urban fringe. Tlhayin the place in between; not in their home
villages, but not really in the city, geographigatir socially, either. It is fair to say that the
hukouinstitution, a legacy from the socialist periodnétions as a powerful biopower technique
in the reform era to marginalize migrant laborersiiban society. Through praising them as a
necessary part of the urban society and role mddelshe laid-off workers, the urban state
successfully transformed these disfranchised ciiz@to neoliberal subjects who voluntarily
accept their inferior position to be physically time “villages in the city” but socially at the

margin.

According to Ma and Xiang (1998), migrants from pang, Zhejiang, Anhui, and Henan are
very likely to live with hometown fellows together urban villages and to provide help and
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share employment information in Beijing. Migrantsrh other parts of China, as it turns out, are
more spread out in all sorts of cheap housing & dlly. While physically closer to local
residents, these migrants are no closer sociallyem than migrants in urban villages. Mr. Pang,
a small restaurant owner in his 30s came to Beffiogn his hometown Shannxi in 1996. After
working as a waiter in several different restawsdnt years, he finally decided to start his own
restaurant. Introduced by his friend, he openedéstaurant in a big neighborhood with more
than 10,000 people between West Third and Fountlg Rioad in 2007. This neighborhood was
directly under the administrative of the same comityucommittee but physically divided into
three compounds separated by iron fences. As widmyndanwei compounds in Beijing
accommodating employees from several diffedariwei,because many governmental institutes
and small enterprises in Beijing do not have asymamployees as big enterprises, these
compounds in this neighborhood also have employees variousdanwei All of the three
compounds have several commercial residential imgigddeveloped by real estate developers
and sold at market to the public as a cooperatrogram between developers and the state
danweiwhich provided free land for developers in retéwn some free new buildings for the
employees, a common practice after the housingmef&mployees living in this neighborhood
were mostly from several state ministries includimg Ministry of Construction, the Ministry of
Finance and so on. The residents in one of the twenpounds were rather different: they were
workers from several small factories. The factohad already been relocated to the urban fringe,
while some of the workers chose to move back te liv the relocation housing. Probably
realizing there was a good rental market for mitgatine developer built a lot of single rooms in
the basement of the relocation buildings and rentesin to migrants. Due to the more
heterogeneous population in this neighborhood,etheere a lot of small business in this
compound. Mr. Pang rented one of the rooms in #seiment for 58Quanper month. Although
physically living in that compound, Mr. Pang haddicect interaction with any of the residents,
except for serving food to them. Mr. Pang had sémeeads outside this neighborhood who were
also migrants, and they helped him to find his akplaces every time he needed to move.
Staying in Beijing for more than ten years, Mr. @aitill could not afford to have his wife and

son move to Beijing to live with him.

As a small business owner, there was chance fortbitmprove his living situation and

reunite with his family if his business eventualignt well. For others who are working in less
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rewarding areas, the chances to improve their diveituations are even smaller. Ms. Bai
migrated to Beijing from her hometown in Hunan pnoce eleven years ago. She and her
husband shared a one-bedroom apartment with twer émilies for 1,10G/uan per month in
the same building with Mr. Pang. Because the qualitthe relocation buildings was not good,
many of the original employees who could afforddrehousing had left and rented the relatively
inferior apartment to migrants. The other two faesilliving with Ms. Bai’'s family were their
relatives. They migrated to Beijing together andretd the cost of housing. Ms. Bai and her
husband rented a vegetable stand in an open spabe ibasement which was turned into a
farmer’s market. Ms. Bai and her husband had bebing vegetables ever since they moved to
Beijing. Based on selling vegetables, their monthgome was 2,00Quanat most. Due to the
meager income and the extremely crowded livingasibun, Ms. Bai had to leave her child back
in her hometown. For Ms. Bai, even renting an apant without sharing with anybody was

only a good dream; she did not know when it wouthe true.

In Western countries, when a nice neighborhoodvaded by low-income residents, it might
eventually degradate to a low-income neighborhoed). (Burgess, 1925; Rosenbaum and
Argeros, 2005). In China, although low-income restd have difficulty penetrating those high-
end neighborhoods, many migrants actually live \@oge to the local urban residents. However,
while the physical gates of those compounds ateeraaymbolic and easy to get through, the
barrier between society of local residents and dfiahigrants is very hard to cross. Since the
living conditions are even more crowded in the ,cihese migrants are more likely to separate
from their family members. Compared to their coymets in urban villages, these migrant
workers living in rental apartments with local Begj residents are no higher on the urban social

ladder because they do not have much financialioram capital they can tap in the market.

It is also important to realize that migrants aoé aconsistent group. There are also migrants
who have higher education; most of these are altggduates who failed to find jobs that can
grant them local registration cards (like the twstess in the TV show mentioned in the
beginning). Since most of them are working in thggie sector which does not provide housing,
it is also very likely that they end up in rentalusing in the early years of their careers. Since
this group of migrants has higher education, thgyally are doing much better economically

than those low-skilled migrant laborers. Some @nthhave successfully become homeowners
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like Haiping in the TV show, who works and savesdha order to buy a condominium to stay.
Mr. Ao, a young employee of a foreign company ie B0s currently enrolled in a weekend
master program at a top university in Beijing iml@rto have higher degree to compensate his
bachelor degree in a rather unknown university is hometown Guizhou Province. He
understood how important it was to improve $ughito increase his chances of success in this
competitive city. While sharing a rental apartmesith his cousin, he was quite optimistic that

he would be able to purchase a home in Beijingénftiture.

However, lacking a locdlukounot only put them totally in the market to be sidpendent,
but significantly hindered them from settling dowocially and emotionally. Miss Zeng was a
young department manager in her 20s working foofavare company in Beijing. She went to
Beijing right after she graduated from college inizhou Province in 2006 because she had a
relative in Beijing. She stayed with her relatfee a couple of months. After changing jobs and
residences several times, she finally found a shapartment not too far from her current
company for 1,200/uan per month. Working as a department manager, M&sgzhad an
income of 10,00Quanper month, even higher than many local residetsvever, she showed
no interest in purchasing an apartment and setthendn Beijing permanently. Since hieukou
was still back in her hometown, it was hard for teehave emotional attachments to Beijing. In
addition, even with her salary, she could only @ffan apartment outside the Fifth Ring Road,

which was too far away from her friends.

While economically better-off and socially highgr im the social ladder than migrant labors
taking up the "dirty, difficult and demanding” jobthis group of migrants face the same
constraint on their children's education, whiclogisevents them from settling in the destination
cities. With the establishment of a market whictvaels higher education, this migrant group
seems to be able to play at the leveling playgrouitld local residents and move further up in
the urban society. However, the socialist insitosi make the seeming leveling of the
playground never as flat as it looks. Mr. Jin wgg@ect manager in a real estate development
company with an annual salary of about 150,008n much higher than the average salary of
Beijing residents. He moved to Beijing five yeargoaafter graduating from college in his
hometown in Anhui Province. He had been rentingatd apartment ever since he moved to

Beijing. Because the rental apartment he foundalase to his company and the price was quite
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good for its location within the Third Ring Roacde Hid not think much about buying a home
until he got married with another migrant woman gear before. Then, Mr. Jin realized that his
child would not be able to go to public school ieij;hg since neither he nor his wife had a local
Beijing hukou and it was too expensive to purchase a Beifingou for his whole family.
Therefore, Mr. decided to move to back to his hgravince when he had a child so that his
child could go to a good public school there. tharsame reason, Mr. Peng, a financial manager
of a private interior design company, did not plarouy a condominium in Beijing even though
he had stayed in Beijing for several years. Instbadnvested in two condominiums and a house
back in his hometown Wuhan, the capital city of EiuBrovince. As a young man from the
generation of those who had to be fully responditléhemselves, Beijing was too expensive to
for him to permanently stay without a lodalkou For migrants like Mr. Peng with relatively
high salaries, it is not just the high housing @tieat prevents them from being homeowners and
settling down in Beijing, but also other high cogénerated by the institutional barrier. Like Mr.
Peng, many migrants with relatively high incomenid want to spend all their savings simply
because they do not have equal citizenship rightsctess government-subsidized housing and
other welfare in Beijing. Therefore, Beijing cowddly be a host city where they stay for a while

to earn money and then leave.

4.6 The Mystery of Policy-supported housing

Ever since the onset of housing reform, the goventnhas emphasized the importance of
developing the policy-supported housing. It inclsiddeap rental housing which is constructed
and managed by government, Economical and Comfertatusing which is constructed by
developers with government provided free land, Bxadible-Control housing which is in fact
commercial housing but with government controlledt gize and prices based on the prices of
surrounding area. The supply of cheap rental hgusivery small with strict requirements. The
Double-Control housing is only slightly cheaperrttibe market prices of the area, but normally
has lower quality than commercial housing and hmagheome cap for applicants; it has never
been popular. Due to the fluctuation of market ggiand the inelasticity of the Double-Control
housing prices, sometimes Double-Control housirgyen more expensive than the surrounding
commercial housing, which makes it even less dtitacTherefore, | only focus on Economical

and Comfortable housing which has been emphasizst times by the government and is in
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great demand by the public. In the milestone potiogument marking the official start of
housing reform in 1998, it was proposed to consteubousing system with Economical and
Comfortable housing as the main housing supply h&d housing on the market could be
affordable for most of the urban househdldsWhile this goal has never been achieved,
Economical and Comfortable housing and other pedigyported housing remain the focus of
governmental speeches. Every year, it is impottaadddress the supply of the policy-supported
housing in the governmental report as a politicdi@vement of the city mayors. In 2007 at a
speech in Singapore, Prime Minister Jiabao Wercaidd that the policy-supported Economical
and Comfortable housing should aim at the middks<lof Chinese citizens in order to increase
the housing affordability for the majority of urbamesidents. In 2008, the Minister of the
Ministry of Urban and Rural Construction Bureau éagized that the first of the five duties was
to increase the cheap rental housing and EconomichiComfortable housifig Later in 2009,
the mayor of Beijing announced that Beijing wasstarcting cheap rental housing, Economical
and Comfortable housing and Double-Control housingptally 8 million square meters to solve
the housing problems of low income househGldBespite its importance being addressed in
policy documents and speeches of government dffi@aer and over again, Economical and
Comfortable housing never became the main suppiwosing as happened in Singapore (which
China tries to imitate), and there is no sign that problem of affordability is being alleviated.
For most of my informants, the policy-supported $ing was never an option. In fact, the total
of Economical and Comfortable housing completedeised from 1,760,000 square meters in
2000 to 982,000 square meters in 2009 (NBS, 200102 Burrows (1999) finds that there os a
great difference between the characteristics ofsébalds entering social housing and those
leaving, which results in social residulasion ingiamd. However, even though the target group
for Economical and Comfortable housing in Chinanisidle and low income households, this
type of housing never experienced residualasionramains desirable to all income groups. It is
a myth that Economical and Comfortable housing ala&ys promoted by the government but

seems not the choice of most urban residents, tegpoor who are in need.

" “Notice on Further Deepening Reform of Urban anda@RHousing System and Speeding up Housing
Constructiofi, retrived from: http://www.jxgjj.gov.cn/zcfg/zcv@010-07-16-249.html

"2 Jiang Weixin: Increase the Economical and Affotdatousing Stock (Jiang Weixin: jiada jingji shiygfang
guimo), retrived from: http://www.chinagb.net/nefugfle/20081117/41759.shtml

3 A Note of the mayor of Beijing’s talk on Real Bstéandustry at Meeting of National People’s Congréeijing
shizhang zai renda huiyi shang guanyu fangdichgradghua shilu), retrived from
http://house.china.com.cn/newscenter/view/29643.htm
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Miss Lin, the young professional mentioned earlurchased her commaodity housing
with the help of her parents. She never botheregvém check how to apply for Economical
and Comfortable housing because she thought iiwagssible for her to access it:

“Nobody in need can purchase Economical and Coatitethousing. | think | am
not able to buy it either. Even a lot of relocateduseholds cannot purchase the

Economical and Comfortable housing, not to mentize People in need will not be
qualified. Only people with connections will....”

Negative images such as low construction qualityeasonable floor plans, bad ventilation,
little greenery in the community and so on relatth this policy-supported housing makes it
very unattractive. In addition, the large Econorherad Comfortable Housing communities are
all located in the urban fringe with poor transptdn and facilities. Ms. Xia and her husband
were both high school teachers in the same pubhod. They had lived in three tiny rental
rooms in a bungalow allocated by their school wviitHaws and their son for ten years. Their
annual family income was only a little over 40,000an Ms. Xia thought that they “cannot
afford commodity housing unless the housing prarep to below 5,00Quanper square meter,”
which was about half of the current average prigbiwthe Forth Ring Road. However, Ms. Xia
did not consider Economical and Comfortable Hou&iegause they are far away from work and
hard for children to go to school. For Ms. Xia, family with school kids could live in places
like Huilongguan. Only rich people bought big Ecomcal and Comfortable Housing as
weekend homes or rented to young people theresimfar dilemma also faced Granny Zhang, a
retired kindergarten teacher who lived in her s@partment:

“If I purchase Economical and Comfortable housingave to move to place outside
the Fifth Ring Road where far away from everythiBgt if | want to buy an apartment in

the city, they are too expensive and not econonaigglmore. So, | will just stay with my
son.”

If the negative image prevents residents who aokithg for good living conditions from
purchasing, the strict constraints on incomes henather hand, prevents those who have a little
means but not enough to realize their homeownandriarough the market. Facing the high
housing prices, many informants felt that commérb@using is beyond their reach based on
their salary. On the other hand, they found out thair salary was too high to qualify to
purchase Economical and Comfortable Housing in mases. Mr. Zeng, a young professional

mentioned earlier, thought he could only affordw® or one-bedroom apartment in the future
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based on his annual salary of 60,0@@n However, this salary was already twice the annual
household income ceiling of 30,000 for Economicad &omfortable housing. Mr. Ye’s son, an
employee of a public organization with salary oflya?,000 per month, had no luck either. Since
he was single, he was only qualified to purchas&@momical and Comfortable Housing unit
of less than 30 square meters, which would be toallsonce he got married. Another strict
restriction of all policy-supported housing is thegiplicants have to have local urblankou
Therefore migrants, most of whom need affordablesing desperately, are excluded regardless
of their income. Due to these strict constraitite, Economical and Comfortable Housing seems

to be a nice choice but never an option for mailmaunresidents.

Because of the strict income requirement, those areoqualified to purchase Economical
and Comfortable housing can simply not afford itr. Mei, a retired factory worker, had to
continue to provide accommodation for his adult secause his son was laid off. He really
hoped that his son could buy an apartment and raouueHowever, the total monthly retirement
stipend for him and his wife was only 2,0@@anand they could barely make ends meet, not to
mention save for a big purchase like buying an tapamt for their son. In addition, they could
not get a bank loan because he was too old anddume was too low. Mr. Liu, a retired solder
in his 30s, faced a similar situation. Mr. Liu wetkfor a small publicly owned enterprise after
he retired from the army. His wife continued to Wwas a waitress for an army hotel. They
continued to live in the apartment allocated by éiney since housing at the market was too
expensive for them. After paying some 1,8@@nkindergarten tuition for his son every month,
they only had about 2,00uanfor other expenses, which was far from enoughaty for even
the Economical and Comfortable housing they weigibdéé for, which was more than 7,000

yuanper square meter then.

The mystery of the Economical and Comfortable Hogisemains so far is who purchased
this type of housing then? According to an offiasarking for the Ministry of Construction, the
main goal at the beginning was to sell the Econamand Comfortable housing units and
promote the development of the housing market. thero words, the Economical and
Comfortable housing was open to anyone who codi@ddft at the beginning. The experience of
Mr. Xu, an owner of a small real estate developrneamhpany in his 40s, proved it. He had

purchased two Economical and Comfortable housinig.ude "jumped into the sea" and started
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his own business after he was laid off in 2000.H/ite money for selling hidanweiprivatized
apartment and what he earned through his busihessas able to purchase two Economical and
Comfortable housing units for a little more thaf( yuan per square meter in 2004. He was
not worried at all that he was in fact not quadifie
“What is the benefit for the government to checlkwhmany Economical and
Comfortable housing units | purchased? The moresinguunits people buy, the more

profit the government earns. You just need to kimow to play the ball on the edge
with policies. *

It was true that with enough money, a little dettmuavoid regulations could allow people to
purchase Economical and Comfortable Housing unitheearly stage of the Economical and
Comfortable housing program. Since Aunt Li's husbavas a successful business owner and
their income exceeded the required cap to purceasaomical and Comfortable housing, they
purchased their Economical and Comfortable Housing in 2002 under their son’s name,

whose income was quite low then.

At first the public housing was offered on the nariwith very little in the way of public
control; this mostly benefited the rich who coulfbed to buy the units, rather than those for
whom the units were intended. Thus, those who hadew could benefit more from the policy.
With increasing media exposure and public criticism the Economical and Comfortable
Housing program, the government started the strggiection procedure on qualification for it.
Increasingly, only evicted residents from redeveiept neighborhoods had priority to purchase
Economical and Comfortable housing in order to cedthe conflict between the government
and evicted residents. As a consequence, EconoamndaComfortable Housing became an even
more expensive commodity for the rest since penpkried to pay a lot to buy the qualification
from those who did qualify. At the same time, fosraall number of people who had the right
connections, they could still access this rathghtly controlled resource. Mr. Yao, a young
employee in a public enterprise, paid 7,0Q@&n just for a qualification for Economical and
Comfortable housing in 2006. However, it turned wube a waste since he could not come up
with enough money to pay for an Economical and Q@otable housing unit even though his
salary was slightly higher than the income cagelms that fortune is on the side of those who
have the right connections. Mr. Zhou, a project agan mentioned earlier, was able to purchase

an Economical and Comfortable housing unit sincedmster was working for the public real
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estate development company which developed thajhherhood. He did not exactly know

whether it was Economical and Comfortable housAg he said, “I don’t care what its name

was as long as it's cheap." With the right conmextj Mr. Zhao was able to access to this
subsidized housing while others needed to pay mumie or were simply are excluded.

4.7 Why Do Families Move?

With the emergence of a housing market, Chinesarurtitizens can also enjoy more
freedom to move and to choose where to live. Intevascountries, families usually move from
the city to the suburb and from small houses tgdasnes when they have children to enjoy
larger and better living environment (Rossi, 19&inilar to families in developed countries,
some families move to the suburb to improve theindg conditions. Mr. Zhao, the business
owner mentioned earlier, purchased two other comtioms after purchasing the privatized
danweihousing. He used his 200 some square meter canadmmin a north suburb of Beijing
as a weekend home to enjoy the good community @mvient and spacious living space.
However, the trend for Chinese urban residents miooe does not follow exactly the classic
western model. In order to reduce commuting timejes other families move back to the city to
be close to their work. As a metropolis with a &ngppulation, Beijing is notorious for long
commutes and traffic jams. Ms. Huang, who rentedoan in her rental apartment to me when |
conducted fieldwork in Beijing, purchased a smalidg on the north edge of Haidian district
outside the Fifth Ring Road. She soon moved batk her husband to a rental apartment near
her work by the Fourth Ring Road. Ms. Huang did meallize that it would take more than an
hour to commute from her studio to work at peakrimcause it only took her 20 minutes when
she went to see the studio during the non-peak. [8he then decided to rent out her studio and
move to a rental apartment near her work. Withebdihancial resources Ms. Zhang, an official
of a governmental organization, planned to purclas#her condominium because neither the
condominium hedanweipurchased and resold to her nor the house shenbau@ northern
suburb of Beijing were close enough to her workorder to reduce the pain of commuting more

than an hour each way every day, she decided thase a third condominium.

Of all the reasons families move, the most commoe is for the education of children.
Residents with local Beijingukoucan move theihukouto the locations of the apartments they
buy, which will determine where their kids can go dchool. Due to the big disparity in
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education quality in different districts, where ltlee makes a big difference to what kind of
schools children can attend. Ms. Han, a governmoéitial in her 40s, and her husband, a
regional representative of a large internationapemtion, bought a 200-some-square-meter
condominium in an expensive area in Haidian distiac more than 10,00Quan per square
meter in 2006. Although the condominium purchasedugh her husband’s company was big
enough for the family of three, Ms. Han thoughwdrth the money to purchase anther one since
“my daughter can go to a high school affiliatedhaiReking University. It's only ten minutes’
drive from here, so my daughter can sleep longethen morning.” With enough financial
capacity, the market certainly provides a good ‘ayfamilies like Ms. Han’s to get better

educational resources for their kids through pustigacondominiums in a good school district.

However, purchasing a large home for children tdayechool as well as to improve living
conditions is far too expensive for most ordinaaynilies. Normally, housing in good school
districts is much more expensive. Therefore, fonifi@s who do purchase another condominium
for the kids to go to school, the sacrifice is nali;mto move to much smaller housing units. Mr.
Zhao, an entrepreneur mentioned earlier, purchlasesecond condominium in order for his son
to go to a nice high school. He changed his lagdominium in a northern suburb into a
weekend home while he moved with his family to amondominium near his son’s school. In
fact, it is quite common for families with schogeakids to move from the suburbs to a good
school district in the city. As a result, the suiam neighborhoods are transformed largely into a
weekend neighborhoods or rental neighborhoodsdang people. When | visited Huilongguan,
the largest Economical and Comfortable Housing mimghood in Beijing, several young
mothers with babies told me almost the same stbey were renters and their landlords moved
because they bought small apartments in the citthabtheir kids could go to schools there.
Since the rent was quite cheap, they plan to $tersetfor several years until their kids were old
enough to go to elementary school. They plannef@ltow their landlords and purchase small
apartments near the schools their kids plan t@go t

If either side of the young couple is from Belijiragother rather cheaper choice is to move to
live with parents or in-laws since old residentsdtéo live in inner city with good schools. Mr.
Zhu, an employee of a private company, bought ad@mmium in Tiantongyuan, a large

Economical and Comfortable Housing neighborhoodarthern Beijing, to get married in 2003.
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The 100-some-square-meter condominium provided nafartable living environment for his
family for several years although commuting to iheer city to work was a bit far. In 2007,
when his little son needed to go to kindergartes family finally decided to move out of their
big condominium to live in with his in-laws in tmeBO square-meter apartment so that his son
could go to a good kindergarten nearby. The qualfiiving by no means decreased after their
move, but Mr. Zhu thought it was a correct decidiecause his son could have better education

there. He did not want his son “to lose at thetisigupoint”.

Due to the high housing prices, there are alsd aflbouseholds who cannot afford to own
even small homes close to a good school. Also,usecaf the premier location, landlords often
do not want to sell their apartments near good alshdherefore, another strategy for families
with school age kids is to purchase a home in algbstrict like Haidian, but not necessarily
close to a good school, in order to move tleikouto that particular district. When the time
comes that kids need to go to school, they remalsapartment close to the school and move to
live in the rental apartment. Ms. Huang, my intedrate landlord, told me that many of her
colleagues were renting apartments near Tsinghuxelsity, while their purchased homes were
somewhere in Haidian district far away from theathDue to the bad commuting, they would
rather packing into a tiny rental apartment thaking up the kids extremely early to send them
to school every day. Mr. Gao, a graduate studéat borrowed quite a lot of money to purchase
his apartment, had to pay rent for another aparttheee years later so that his son could go to a
kindergarten affiliated with Beijing Normal Univég Although he rented out his apartment, it
could not cover his current rent due to its goazatmn. However, the cost seemed to Mr. Gao as
a necessary expense since nothing is more impdhantproviding his son a good education and

thus preparing him to win in the competitive marikethe future.

While purchasing a condominium can also be a gowdstment in children’s future, it is
certainly very expensive and a big burden for méagilies. For some other households, the
solution is relatively simple and cheaper if thd@nweiis willing to keep the kid'siukouin the
collectivehukouof thedanwei Ms. Xiao’s husband was an official in a state istiy located in
Xicheng district. Hisdanwei agreed to register both Ms. Xiao and their sdni&ouin the
collectivehukouin Xicheng District. Since their son was guaradteego to school in Xicheng

District, they had more choices to decide wherelite. Eventually, they bought their
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condominium at the outer edge of Chaoyang Distvittich was much cheaper than housing in
an inner district and also not far from Ms. Xias®rk. As a legacy of the socialist urban
planning, large state institutions and state owc@dpanies in Beijing are almost all located in
inner districts where good schools are located.s€hesho are able to register their kids to their
danweis collectivehukouin districts where good schools are located aricgy lucky to enjoy
the benefit others have to pay a high price for. $tii had similar luck as Ms. Xiao. Not long
after he started to work, he bought his condominiii@haoyang District outside the Fifth Ring
Road with his fiancé to get married in 2005. Sihcefiancé worked for a big state company,
they were able to register his sohigkouin his wife’sdanweiafter his son was born in 2006:
“The local police station doesn’'t care whether yegister your kids in househadtdikouor
collectivehukouas long as youdanweihas no objection to doing so. Normally, all lasgate

danwei allow employees to do so as a benefit for empley®ddy wife’'s danweihas good
benefits for employees.”

When the market is grafted onto the Leninist s@tiglystem in China, we certainly see a
new door opened for those with economic capacitgrnmy precious resources such as good
education, which is especially valuable since mwban households only have one child. Still,
the door opened during the socialist period remapsned for a small number of privileged
citizens. In a sense, the introduction of the miadkdy put those without political power into the

market to be self-reliant; those who have littleremmic capacity are hit the hardest.

4.8 Fighting for One’s “Snail Shell” Home

In order to have a living space in the city, difier groups use various strategies to find
their own niches. Some groups were in an advanteggmsition to access better living
conditions during the reform era, while others gr®wan only reside in marginalized housing
with inferior quality. In most cases, the negotatiof their living space is rather peaceful as
described in previous sections. However in somsegawhen a group has no resource to
negotiate their living space, they might take gragfion to protect their right to housing in the
city. It is nothing new in capitalist society whereictees and the homeless fight for their living
spaces (e.g. Corr, 1999; Pruijt, 2003). Comparetth@écorganized protests and confrontations of
rural residents facing land appropriation and éwgtthe confrontations of urban residents of
their living space is much less radical and smatiescale (Huerlin, 2011). Some scholars view
the establishment of homeowner associations in lemidthss neighborhoods and occasional
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organized protests as a hope of the emergenceciwil society (Zhang, 2004). | would argue
that the protests of middle class homeowners ategualitatively different from their law-
abiding middle class counterparts in capitalisiiesty who are burdened with housing debt. The
fights of Chinese middle-class homeowners mostigetadevelopers for failing to provide the
quality as the contract promised, or property mansnt companies for their poor service. In
essence, their confrontations only show that thadiaiclass are law-abiding citizens who try to
enforce laws to protect their rights. Their actiamns mostly sporadic and have limited influence
outside their neighborhoods. In middle-class nedghbods, the social networks are quite weak.
In some cases, it is even hard to establish a hem@oassociation in large neighborhoods
because “Nobody would like to sacrifice too muchispeal time for the public,” (interview,
2008). What is new and unique about the conframtatior one’s right to housing in transitional
China is that instead of resorting to any markgidorenters use the socialist legacy to justify

their right to housing. | will use the case belaallustrate this point further.

Jiuxiangiao is one of the twelve new industrialagréaunched in the inner suburbs during
the 1950s (Gu, et al., 2006) (figure 4.7). Duringatt period, China adopted a rapid
industrialization strategy with the help of the &bwWnion. Jiuxiangiao neighborhood includes
several factoriesestablished during that period. Residents in thesnmounity are mostly
employees of factories located in this area. Smtdamanydanweicommunities, there was a
significant lack of investment in housing maintecerand the quality of buildings in this area
continues to decline during the reform era. Afteusing reform, many residents, mostly young
people who could afford commercial condominium wilsere moved out, leaving old residents
in dilapidated apartments in this area. Due toldhesalary in the socialist period, the majority
of the remaining residents could not even affordug the apartments they lived in at subsidized

prices. Therefore, the majority of them continu@agy rent to their employers to live there.
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Figure 4.7. New Industrial-residential Area in B&jj during 1950s- 1970s

(Adapted from Gu, et al., 2006)

Figure 4.8. A typical building in Jiuxiangiao nklgprhood

In 2003, there were so many dilapidated residebtgdings in this area that the Beijing

municipal government designated part of the Jiuyiam neighborhood as a redevelopment area.
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It was the biggest redevelopment of dilapidatedasrén Beijing. The total area in the
redevelopment project was 420,000 square meteesplEmned construction area was 1,010,000
square meters, among which 630,000 was for theattm of current residents. There were total
6,690 households and 20,000 people affected bypitugect. Eighty percent of the affected
people were retired or laid-off workers from thettaies located there. Only 700 households,
about ten percent, had bought the ownership righheir apartments. In order to carry out this
project, a project-specific development company wasrganized by the enterprises in this
redevelopment area to work along with a real estatepany. About one-third of the area will be
used for relocation, another one-third will be usadwidening the city streets, and the rest of
the area will be used to develop commercial housingenerate redevelopment capital. After
redevelopment, the residents would either get gplsom of money as compensation or move
back by paying a discounted price based on thesarfetheir previous housing units and their job
seniority. However, most residents did not agreth whe planned floor space of resettlement
apartments and the way in which compensation wisileted. More importantly, they thought
of the land as theirs and thus believed that thveldper had no right to reap any economic gain
from commercial housing development. Therefore,y tloeganized and selected resident
representatives to negotiate for better compensafiue to their organized resistance, the
redevelopment project was delayed for more than years. Finally, the developer agreed to
increase the compensation: if a household wantg4sum compensation, they can get more
than 30,00Q/uanper household, a great increase from the iniG@%uan or if they want to be
relocated back, they can choose a larger apartthemigh paying the price differences of their
old apartments and the relocation apartments. Hekyexost residents still did not accept the
compensation and refused to move out. In 2007 aft®ther two years of stalemate, the
developer made a further compromise to organizéests in the redevelopment area to have a
poll. However, the resident representatives chgéidrthe validity of the democratic process for
making this decision:

“The developer organized residents in the redevedoy area to have a poll to decide

whether or not to continue the project. But you’tlbave the right to organize a poll at all....
It is our land. It is an undemocratic way underlener of democracy....”

(interview with resident representatives, 2007)
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As renters, most residents in the Jiuxiangiao conitywnly have limited rights over the
apartments in which they reside; they only haveigig to live in the apartments through paying
rents. During my conversations with resident repméstives, they kept mentioning different
policy documents to legitimize their demands. Hogrewhen suggested that they hire a lawyer,
they did not express their opinion on the mattet, rather emphasized that “It is important to
have a ‘kouzi’ (opening) from above. If the ‘abosays something, the issue will be settled very
easily.” For them, their right to housing cannotdodved through hiring a lawyer to address their
legal rights, although what they asked for was ¢ading to the policy documents.” This once
privileged group in the pre-reform regime stron@gjt that they were betrayed and discarded
(Solinger, 1999). As a result, they thought thebpgm was more a moral or historical than a
legal issue. This is made clear in an article srdent representatives to the local government
indicating the unique situation of the Jiuxiangiadevelopment project:

“Eighty percent of residents in the redevelopmeetaare retired or laid-off workers.

They contributed their youth and life-long effottsthe development of the electronic industry

in the past....They produced the national primitagcumulation. It is the government’s
responsibility to help them to overcome their hagdiifficulties....”

(Resident representative group, 2008)

As Harloe (1996) argues, the socialist transit®path-dependent and cannot be changed
overnight. The process of the transformation ofn@ls property regime with regards to the
housing system is a process of re-institutionabmadf property rights. While those old residents
did not have legal rights to the apartments theyewesiding in, they had strong feelings of
entittement. They repeatedly mentioned that thel lased for commercial housing was "their"
land and that the developer had no right to udeoitthem, except for the land used for widening
public streets, the rest of the land should allused for improving their housing standards
because it was theirs. The tool they used wasmpotrarket logic or the newly released Property
Law, but the practice of low wages during the detiperiod. The “low-salary-for-cheap-social
goods” regime became a tacit promise between thertlee employers/the state to justify their
low salaries. Once the government broke the "somatract” and stopped providing social
welfare as promised, they simply did not have thidita to play in the market as their young
professional counterparts. In this case, propéghits are not just a bundle of rights, but a whole

system embedded in local contexts with their owstdnies and cultural meanings. The renters'
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struggle over their housing in Jiuxiangiao commymas quite different from those protecting
renters' rights in Western countries. While notihgwwnership rights over their housing, the
renters felt entitled to better living conditionsedto the tacit "social contract” in which welfare
housing is a way to fulfill their right to housingitizens like those in Jiuxiangiao who
challenged the newly established institutions whaech at odds with the traditional informal
institution. However, this group is rather wealhawe their voice to be heard. On the other hand,
the urban migrants who are secondary citizensarcity without social citizenship rights cannot
even find grounds to fight for their rights to howgin the cities. | would be less optimistic tlaat

civil society in which citizens can strive for edjughts to housing will not come any time soon.

4.9 Conclusion

Housing need is considered to be of fundamentabritapce to human flourishing and a
universal right to individuals (King, 2003). Basaa the discussion in this chapter, this universal
right is not easy to achieve for many Chinese ureartents, just as in the TV sho®rail Shell”
Home Responsible for one’s own home is a hegemonicodise in China during the reform.
However, it is not totally right that China is mogito a neoliberal society in which its citizens
have to behave as neoliberal subjects and be reigporfor themselves. Neoliberalism as
governmentality was only applied to those who arnside the socialist institution as the old lady
and the two migrant sisters in the TV show whoraeworking in state sector and do not even
have a locahukouto gain full citizenship. Those who are workingtire public sector or have
connections do not always have to follow the lagficnarket. Obtaining housing for them is not
only easy, but is also a good way to generate tvéhlough cashing in their benefits in the
market. As Uncle Ji, a low-level government officsaid: “there is only a door-opening of the
country, no reform. If you want to say that thesaireform, it only applies to people belGhu
level (department chief leveff’ At the same time, this chapter also showed thasé neoliberal
subjects who do need to be responsible for theraselve not passive victims. Instead, they are
actively using strategies to negotiate the urbatepn order to realize their homeowner dreams
and have a snail home of their own. As in the dgyad countries, the emergence of the housing
market does provide more opportunities for someesis. However, citizens such as laid-off

" The bureaucratic levels in Chinese public sectamflow to high roughly isBanshiyuar(Clerk), Ke ji (section
chief level),Chu ji (department chief levelgi ji (sub-ministry chief level)Bu ji (ministry chief level) an@ongli ji
(minister level).
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workers and migrants are just “market spectatorgarfg et. al., 2013) since they have neither
financial resources nor rights to be homeownerssdme cases, they organize to have direct
confrontation in order to protect their rights tousing. Through grafting a market on top of the
socialist system, inequality during the socialistipd continues to be in place in the reform era,
which makes the situation of the disadvantaged ggoeven worse since they are forced to

become neoliberal subjects stripped of most ofitbkare state's protection.

This chapter also shows that the socialist histep matters in the reform era. It is
relatively easier and faster to change the formsiitutions by issuing new laws and policies.
However, informal institutions are highly path-degdent, as we see in the case of the renters'
fighting. Therefore, even if the formal institut®mave been transformed, those informal ones
may persist in practice. Therefore, the clarificatiof property rights cannot be the only

important means to address these problems.

In America, home ownership represents not onlyraegral part of the American dream
but also the largest component in most Americarealthh portfolios. It signifies the command
over financial resources a family has accumulateg @s lifetime along with those resources
that have been inherited across generations. Femilith modest to average wealth hold most of
that wealth in their home (Oliver and Shapiro, 1L99%. 108). In the case of the transformation
of housing system, it is hard to say whether bdmogneowners will necessarily generate
relatively secure wealth for households since Glengrban residents only have seventy years'
ownership rights to the housing unit they purchad®d have to wait and see how this policy
will be implemented when some homeowners reachstiagie. What can be said here is that the
mixed housing market certainly benefits those whwehenough financial resources to earn
quick money by constantly buying and selling. lpesally benefits those who can access

housing cheaply in the public sector and sell thatmarket.
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Chapter Five Housing Inequality in Metropolitan Beijing

The existing literature on inequality focuses more income opportunities and income
inequality. However, studies in America reveal wkeas more stable within family and across
generations than other socioeconomic status suaicasie, occupation and education (Conley
1999: 14). Housing consists of a significant pamrainary households’ wealth portfolio (Oliver
and Shapiro, 1995). In addition, housing is a baged for any individual, directly affecting
their quality of life. This chapter aims at exptagihousing inequality in the Beijing metropolitan
area with aggregate data. First, | will identifgban residents within the metropolitan area
boundary delineated by Chan and Forstall (2013)iclwizan yield meaningful and reliable
knowledge of housing inequality in urban Beijinguthprevious studies using population within
the administrative boundary or the old urban ditdrof Beijing (e.g. Huang, 2005; Huang and
Jiang, 2009). Then, this chapter will explore hogsnequality in metropolitan Beijing based on
the 2000 Population Census data.

5.1 Identifying Urban Residents in the Beijing Metopolitan Area

As explained in Chapter 2, in order to be selfamte before the economic reform, the
administrative boundaries of Chinese cities wer@rlopunded entities with not only the
urbanized areas, but scattered towns nearby, dsasvédrge stretches of rural areas in between.
Therefore, Chan (2007) argued that administratreasof prefecture-cities in China should be
viewed as “regions” rather than “cities” as definadother countries. Beijing is no exception.
However, many previous studies used either pouaif all the administrative districts (16,808
km? in 2000), or the eight old urban districts of Beij (1,370 km) (e.g. Feng, 2004; Huang and
Jiang, 2009). The former boundary is too broadtand includes a lot of agricultural population,
while the latter is too narrow and excluded pedplieg at the rapid-growing urban fringe of
Beijing.

In the Western countries, metropolitan areas ametional units based on daily-labor-market
concept. It is usually defined by the commuting emnUnfortunately, there is no systematic
commuting data for Beijing to delineate the metidpo area. This dissertation uses a Beijing
metropolitan area boundary based on Chan and Ho{8€13), who use several criteria: 1)

urbanized areas, which is defined by contiguousdssibicts with population density 2,000 per
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square meter or greater, plus sub-districts coatiguo the above group, with density of 1,000-
1,999 per square meter and less than 25% of wosgtegaged in agriculture; and 2) contiguous
sub-districts (the suburbs) with density of 500 pguare meter or greater, less than 25% of
workers engaged in agriculture, and population ¢noduring 1990-2000 period was 15% or
greater (Figure 5.1). Without using a functionathganingful metropolitan boundary, previous
studies either excluded of real urban residenth®inclusion of too many rural residents, which
led to erroneous conclusions. For example, usirg thie four inner city districts and the inner
suburban districts of Beijing, Huang and Jiang @0fame up with a rather low homeownership
rate because homeowners in the newly developed coities at the urban fringe of Beijing
were excluded from their studies. In a study ofjiBgis social areas, Feng and his colleagues
(2008) used the 14 administrative districts of Bgijas proximity of Beijing metropolitan area to
study of the social areas of Beijing metropolita@aaand found that agricultural population was
an important factor. It is erroneous because it based on an overbounded boundary which
included a lot of rural population.

The analysis on housing inequality is based on 28@pulation Census in Beijing.
Specifically, | use microdata (0.1% sample) frone tlong-form questionnaire of the 2000
population census. It includes all information @iclke resident in the sample, except for the
geographic information gfedao. Due to the constraint of this dataset, it is isgble to directly
select residents within the metropolitan boundagiing@ated by Chan and Forstall to conduct
analysis. Instead, this study resorts to an intiveay to define urban residents within the

metropolitan area.
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Figure 5.1 Beijing Metropolitan Area in 2000 delated by Chan and Forstall

Figure 5.1 shows that the eight old urban distficise mostly included in the metropolitan
area, except a feyiedao in Haidian and Fengtai districts. Therefore, iteasonable to include
all residents in these eight old urban districtsthe Beijing metropolitan dataset. The real
challenge is to come up with reasonable criterigdi@ct residents in the four outer suburban
districts (Changping, Shunyi, Tongzhou and Daxwg)jch are within the Beijing metropolitan
area shown in Figure 5.1.

Due to the overbounding problem explained earédnt of Beijinghukouresidents outside
the real urbanized area are runalkou holders who are subjected to a different landmegi

They can build their own housing on the allocat@adl slots from the collective. Therefore, |

5 They include Dongcheng district, Xicheng distritianwu district, Chongwen district, Haidian distri
Chaoyang district, Fengtai district and Shijingshdastrict. In 2010, Xuanwu district was mergeciltongcheng
district and Chongwen district is merged into Xieelistrict.
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expect that the housing tenure type of residenisgioutside of the Beijing metropolitan area is
primarily self-built. The examination of the pertages of residents with self-built housing
based aggregate data wjtedao information confirm to my expectations (Table 5.Je can
see that areas outside of the Beijing metropobtaa have more than 80% of residents living in
self-built housing. In Daxing and Tongzhou distritte percentages of residents living in self-
built housing are even higher than 90%. In addjtite relatively small standard deviations
suggest that that the high percentage of self-lhailising is consistent acrogsdao in those
areas. Therefore, it is reasonable to use the p&ge of residents in self-built housing as a
primary criterion to distinguish those living withand outside Beijing metropolitan area.

Table 5.1 Residents in Self-built Housingliedaowithin and outside Beijing Metropolitan

Area (%)
Standard
Metropolitan Average Maximum | Minimum | Deviation
within 35.25 56.60 9.89 16.96
Changping | outside 79.94 94.66 34.69 17.74
within 47.60 81.76 24.26 23.36
Daxing outside 97.12 99.34 94.23 1.83
within 45.61 74.16 6.54 28.69
Shunyi outside 88.80 95.23 68.80 6.56
within 18.89 34.64 2.36 13.13
Tongzhou | outside 92.89 99.12 86.48 4.53

However, there are also a small percentage ofe@stadiving in self-built housing within
the metropolitan area. If | used housing tenure tyhich is not self-built as the only criterion, |
would risk excluding some residents who actuaihgdi in the metropolitan area. Therefore, | use
a second criterion: if residents were liviigfdao categorized asity (sh))’®, no matter whether or

not they were living in self-built housing, theyeancluded in the Beijing metropolitan dataset.
5.2 Descriptive Analysis on Housing Inequality

Based the dataset | derived with the two critexipl@&ned in the previous section, 8,346,000

observations are extracted for the analysis in ¢hespter, about 82% of the population in the

® There are three types of jiedao in the 2000 pdjpuiaensus data. The other two types are townghier) and
village (cun).
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Beijing metropolitan area based on Chan and Fdsstabrk. It is because the criteria used in
this chapter are rather strict to exclude mostesfdents living in self-built housing in the four
outer suburban districts. In addition, becauseectile householdgiti hu) usually face different
housing situations, | also exclude them from myset There are in total 30,165 households in
metropolitan Beijing and 30,013 family householdsoge household head is 18 or older. Of
them, 6,036 (20.2%) hold agricultufalkouand 23,919 (79.7%) of household heads hold non-
agriculturalhukou

Usually, per capita living space is used as ancatdin of a crowded living situation (e.g.
Huang, 2003). However, this index cannot reflecetler or not a household has enough rooms.
For example, it does not show whether generatiomslaaring rooms. In this study, besides per
capita living space, | use another measuremengniroatio,” to examine households’ living
situation. The room ratio is defined as the nundderooms a household actually has over the
number of rooms a household needs. The basic adeal¢ulate the number of necessary rooms
is that each married couple needs a room and sauylits of opposite sex need separate rooms.
In addition, children older than 6 years old neesparate room from their parefitdf the room
ratio is at least 1, it means that the househosdemaugh rooms. If the room ratio is smaller than
1, it indicates that the household does not haveigimnumber of rooms. While the room ratio is
largely consistent with the index of living spacer person, it is not always the case. For
example, a big apartment may only have one bedrebioh several generations have to share.
On the other hand, a small multiple-room apartmesy better serve the needs of a big family.

Figure 5.2 shows that the average per capita ligipgce in metropolitan Beijing is 23.01
square meters. Based on the 2000 population cetigusjedian per capita living space is about
19 square meters in Beijing metropolitan. Examinthg average living space consumption
among twelve districts in metropolitan Beijing, idents in the four central districts (Dongcheng,
Xicheng, Xuanwu and Chongwen) had average peratpihg space smaller that of the whole

Beijing metropolitan area. In order to show thequad distribution of housing consumption, |

" Room ratio is calculated as: of the nuclear farttiy household heads, they and their couples (ifiety need
separate rooms. If the household heads have chjldniddren older than 6 years old need separamsoAnd two
adult children of opposite sex need separate rqbutsf they are the same sex, they can live insdoi@e room). If
there is a third adult child of different sex frahe previous two, one more room is needed. In madieach adult
or couple (if married) from extended family neeseparate room. For example, if household head Viidshis/her
parents, the household needs one more room. fatent in-law also lives in the household head,rooee room is
needed. This measurement considers multiple chilgoeinger than 18 living in the same room as aatd@;
regardless of their sex.
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also calculate the percentage of households watidquate living space. | use living areas of 12
square meters per household, about 60% of the meaBaa dividing point of inadequate housing
consumption.

Table 5.2 Living Space of family households witBieijing Metropolitan Area by Districts

Per Capita Living Space Room Ratio

District | Average | Median | Standard | Below | Average | Median | Standard | Below

(mz) (mz) Deviation 12 sq Ratio Ratio Deviation 1 (%)

(%)

Dongcheng | 18.42 14.00 16.49 40.60 0.70 0.50 0.63 63.4

g?s’lt”r:t's Xicheng 20.02 16.00 20.02 34.70 0.70 0.50 0.58 57.6
Chongwen | {45168 | 11100 1450 | FEEE | 063 0.50 0.50 65.4

Xuanwu 18.53 15.00 13.19 36.00 0.64 0.50 0.50 63.4

Chaoyang 24.60 20.00 18.42 20.90 0.74 0.50 0.63 54.4

ISr:Jr;)eurrbs FeTgtai 22.96 | 20.00 17.24 22.30 0.73 0.50 0.59 53.3
Shijingshan | 19.93 18.00 14.03 27.40 0.63 0.50 0.47 57.2

Haidian 24.93 20.00 18.84 20.90 0.77 0.50 0.67 51.1

Tongzhou 24.55 21.29 15.23 15.20 0.86 0.67 0.68 34.8

g:‘;ﬁ:bs Shunyi 26.94 | 2333 18.61 1240 | o093 0.67 0.76 37.8

Changping | 26.67 | 22.67 19.58 18.10 | 0.94 0.67 0.82 B |
Daxing 26.24 21.00 19.59 19.90 0.83 0.67 0.67 41.1
total 23.01 19.33 17.72 25.00 0.75 0.50 0.63 52.9

Note: Because the Beijing metropolitan area does not include all the four outer districts (Tongzhou,
Shunyi, Changping and Daxing), only data of family households within the metropolitan area in the outer
four districts are shown in this table. Collective households (jiti hu) were not included in this analysis.
Most of the collective households were very crowded. Therefore, the living space of households in
urban suburbs where a lot of collective migrant households lived should be smaller than what shown in
this table.

Table 5.2 shows that the percentage of househatdsnvadequate living space declines with
distance from the central districts, suggesting tha crowded living problem was less severe
farther away from the city center. The crowdingljpeon was especially serious in Chongwen
district where the average and median per capitaglispace was the smallest and more than half
of the households lived in inadequate residencesoitrast, outer suburban district: Shunyi had
the largest average per capita living space (2&§dare meters) and the percentage of
households in crowded living situation was also.l@We standard deviation of per capita living
space suggests that the per capita living spagesdvanost in the outer suburban districts, with

the exception of Tongzhou districts. In contralsg variations of living space were smallest in
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the central districts. It is probably because tbhasng units in the central districts were mostly
small.

Examining the room ratios shows that, the crowdeshd problem was quite serious in
metropolitan Beijing. No district had an averag®moratio greater than 1 and on average
households in Beijing metropolitan area had onl97& rooms they need. The spatial pattern
shown by room ratio is consistent with that of fyex capita living space. While inadequate
living space exists throughout the metropolitanaarié is residents in the central districts
(Dongcheng, Xicheng, Xuanwu and Chongwen) who Hee dmallest room ratio, with an
exception of Shijingshan district. It is probablyedto the fact that a large SOE is located in that
district which provided relatively larger housingrfits employees. Away from the central
districts, the crowding problem is less acute, thdre are more variations how residents’
housing needs is met. Overall, the two indexegjare consistent in terms of spatial pattern of
crowded living across metropolitan Beijing.

Besides living space and the number of rooms, fwifecilities are also an important index
showing households’ housing quality. Table 5.3 samires the percentage of households with
shared or no private kitchen, lack of tap wategreti or no bath, and shared or no lavatory
across all the districts within metropolitan Begjirit is surprising that except for tap water, eher
were relatively high percentages of householdsistpar having no kitchen, bath or lavatory at
home. The spatial pattern is similar to that ofdeguate living space. Households in inner
districts have the worst living situations. Morearthhalf of households in Dongcheng district
lacked private kitchen, bath or lavatory. In Choegwdistrict, more than 60 percent of
households have to use public baths and restrotinss.understandable that these old urban
districts generally had much housing built durihg pre-reform period or even earlier without
modern facilities. Districts farther away from tleeban center generally have better living
situations in terms of housing facilities. Shunigtdct, one of the outer suburban districts, had
the best living conditions in terms of the percgetof households with independent kitchens,

tap water and bathroom.
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Table 5.3 Family Households Lacking Necessary Fiasil(%)

Shared/no kitchen no tap water Shared/no bath |shared/no lavatory
Dongcheng 50.80 0.37 52.34 59.06
Xicheng 25.45 0.13 43.81 45.62
Chongwen 39.31 0.43 64.57 68.02
Xuanwu 35.93 0.35 48.97 49.03
Chaoyang 18.35 0.70 31.46 32.18
Fengtai 18.33 0.98 37.94 30.10
Shijingshan 22.27 0.33 42.35 33.91
Haidian 17.49 0.73 28.01 26.18
Tongzhou 11.94 2.13 46.40 22.53
Shunyi 10.83 0.35 32.21 26.35
Changping 12.70 1.18 33.51 19.90
Daxing 19.78 0.61 43.49 31.18
total 21.88 0.69 37.74 34.66

There is a perception thhtikouhas lost its effect in the new era. However, Chiagthas
shown thathukou has remained to be important in determining urbesidents’ housing in
Beijing. In addition, mobility is generally agre¢ol be a way for households to achieve better
living environment (William and Huang, 2004; Huaaxgd Deng, 2006). Previous studies usually
only differentiate residents with either agricuéwor non-agriculturéukoy or those with either
local or non-locahukou In addition to the usual categorization of urlasidents, this section
further divides household heads with varibugoustatuses according to their mobility status to
get a better understanding of the jointly effeakoustatus and mobility status in a systematic
way (Figure 5.4). Household heads with local hukoe further divided into non-movers with
urbanhukoy non-movers with rurahukoy urban lifetime migranfg, intra-urban migrants with
urbanhukouand intra-urban migrants with rural hukou. Intr@an migrants refer to those who
held Beijinghukouof other jiedao or counties different from thedp® they lived. Non-local

78 Based on the population census, it is impossible to directly derive permanent migrants who officially moved their household
registration places from their birthplace to their destination. | use the local lifetime migrants as a proxy of permanent migrants.
Local inter-provincial lifetime migrants are not exactly the same as permanent migrants who managed to move their hukou
registration places after moving. Local inter-provincial lifetime migrants also include those who were born outside Beijing
without actually moved their households registration places. However, | expect the number of local residents born elsewhere is
very small. Therefore, it is reasonable to consider the local inter-provincial lifetime migrants as permanent migrants.
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hukou holders are further divided into urban intra-urbargrants, rural intra-urban migrants,
urban inter-provincial non-hukou migrants and rumér-provincial non-hukou migrants.

Table 5.4 Divisions of Family Households BasedHukouand Mobility Status

Hukou Status Mobility Status Family Households
NON-MOVers Non-movers W?th urbahukou
Non-movers with rurahukou
Local hukou Lifetime migrants with urbahukou
Movers Intra-urban migrants with urbdrmukou
Intra-urban migrants with ruralukou
Non-localhukou Movers Inter-prov?nc?al m?grants w?th urbamukou
Inter-provincial migrants with rurddukou

Table 5.5 Housing Difference among Household Heddxfferent Hukou Status

Living space Room Number of | With full
(m?/person) ratio facilities | facilities(%)
Non-movers with urban
hukou 21.00 0.88 3 53.90
Lifetime migrants with
urban hukou 23.65 0.91 3 70.70
Lo c a||Non-movers with rural
hukou|hukou 31.72 1.52 3 32.10

Intra-urban migrants

with urban hukou 28.21 - I -_

Intra-urban migrants

with rural hukou 21.15 1.02 3 47.40
Non- |Inter-provincial migrants
local |with urban hukou 25.79 1.04 3 47.40
hukou |Inter-provincial migrants

with rural hukou 10.06 0.73 1 5.60
Agricultural 20.00 1.07 2 19.60
Non-agricultural 23.75 0.91 3 56.70
Local 23.66 0.97 3 59.30
Non-local 21.54 0.88 3 51.30
total 23.01 0.75 3 56.90
ANOVA (F value) 530.66%** | 193.25%** | 1447.21***

*** significant at 0.001 level

Table 5.5 shows that, non-movers with local rdrakouhad the largest living space and

highest room ratios. It is because that the linmtabn the area of allocated land for housing in
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the countryside is much larger than the averagedispace in the citié$ Because the land has
no cost and is usually large enough to build ahmgse, rural households usually have larger
living spaces than their urban counterparts. Buloés not mean that households with rural
hukouhave an advantage over other social groups. instef the quality of housing, there were
fewer modern facilities in their homes. In addititimere were a lower percentage of households
living in better equipped housing than both othmral groups and groups with urbanokou
Table 5.5 shows that only a little more than 30%aidiseholds with local rurdlukouhad all the
four facilities. Households with non-local non-agiiural hukou had the poorest living
situations. Among the locédukouhouseholds, intra-urban migrants with urlterkouhave the
best living environments. They have living spaaasiter only than those of local rural groups.
However, a far greater proportion of them livedhausing units with all the four facilities.

While the difference between agricultural and ngnieltural hukouremains the primary
factor in determining households’ living situatipngew inequality has emerged based on local or
non-localhukoustatus. As discussed in Chapter 3, after the enaneform thehukousystem is
no longer a mobility control mechanism. Rather,h#s become an important entitlement
institution determining individuals' and familiesitizenship in the localities in which they live.
Table 5.4 shows that households with lobakou generally have more spacious and better
housing than households without lobalkou Households with non-locélukouare more likely
to live in crowded housing and have fewer necedsanye facilities.

Usually,hukoumigrants who officially move their hukou registoat place are doing as well
as, if not better than the local groups sihc&oumigrants are eligible for the same welfare as
the local group. Table 5.5 shows that lifetime migs had better living conditions than non-
movers with local urbamukou Of the households with locd&lukoy local urban non-mover
households have smaller living spaces than otleal lgroups. | expect that most of urban non-
mover households were urban poor, who were miredoor living environments and cannot
afford to move up the housing ladder. In contragta-urban migrant households with local
urbanhukouhad the best living situations among groups wattalhukou This is consistent with
previous studies that households tend to move aphtusing ladder to improve their living

" For example, the limit of allocated land for hawggsin the countryside outside Beijing is about $6dare meters

per householdhftp://www.law95.com/htm/20101123/10254.htnA household of five people will still have more
than 30 square meters per person of living spagssi@ering many households may not have more tharp€ople

because young people have migrated to the cityljuing space per person may be even bigger.
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situation. Table 5.5 also shows that migrant hoolsishwith ruralhukoufrom outside of Beijing
were in the most disadvantageous position in tesfrisving environments. Their living spaces
were less than half that of all other groups. Oerage, their families only have one of the four
facilities, most likely to be tap water.

Table 5.6 Purchase and Rent Cost of Housing amamnigp¥sHukou Status Groups

Purchase
Price® Rent
(yuan/m?) | (yuan/m?)

Non-movers with urban

hukou 540 2

Lifetime migrants with

urban hukou 456 2
Lo c a||[Non-movers with rural
hukoulhukou 436 5

Intra-urban migrants

with urban hukou 1099 4

Intra-urban migrants

with rural hukou 1026 9
Non- [Non-Beijing migrants
local |with urban hukou - 15
hukou |Non-Beijing migrants

with rural hukou 975 .
Agricultural 486 17
Non-agricultural 625
Local 482
Non-local 1117 11
total 602 6
ANOVA (F value) 276.58*** |1083.68%**

*** significant at 0.001 level

Bear in mind that difference in living environmearhong differentiukougroups discussed
earlier, the different cost each group paid foirthesidence was astonishing: households with
better living conditions paid less for their reside while those living in poor living
environments paid more (table 5.6). As homeownetsy-provincial migrants with non-local
urbanhukoupaid the highest price per square meter for theme; local rural households paid

the lowest price for their home. Based on the disimun earlier in this chapter, it is because local

8 The purchase prices are current prices when thalertheir purchase. Since the housing reform stémtthe late
1990s, only a few years before the population cgnsexpect that they are not too much differeobfithose based

on constant prices.
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rural households usually live in self-built housiwgh free allocated residential land. The prices
non-agriculturahukouholders paid for their homes are higher than tHosagriculturalhukou
holders. Non-movers with local urbankoupaid the price only higher than the rural housés$ol
with local hukou As to renters, the pattern is quite similar tattbf the homeowners: the two
non-local hukou groups paid the highest rent per square meterth®nother hand, lifetime
migrants with local urbahukoupaid the lowest rent for their homes, which atefeed by non-
movers with local urbamukouhouseholds. It is probably because these two greue more
likely to get subsidized public rental housing whionly requires token rents. Overall, non-
agricultural hukou households paid less for both purchasing and mgniousing. The rent
agricultural hukou holder households paid was more than five timeshat non-agricultural
hukouholder households. The difference in housing e@s even larger between local and non-
local hukou holder households: non-lochukou holder households on average paid 635 yuan
more per square meter for their home, more thacetiwhe price locahukouholder households
paid. For renters, non-lochlkouholder households also paid more than five tinfebat local

hukouholder households paid.

Table 5.7 Housing Tenure among VaridiiskouGroup (%)

Market | Economical | Public | Public | Market Home
Self-built [purchase| purchase |Purchase| rental rental Other ownership

Non-movers with
local urban hukou | 17.82 | 2.57 2.35 3457 | BB | o0.95 1.84 0.57
Lifetime migrants
with urban hukou 320 | 077 1.37 BB | 3653 | 047 1.50 0.62
Non-mover with
local rural hukou - 4.88 2.42 1.17 1.36 0.94 1.51 -
Intra-urban migrants
with urban hukou 2.18 7.27 4.27 40.87 38.74 2.98 3.69 0.55
Intra-urban migrants
with rural hukou 1148 | [SI6B 7.18 11.00 | 1675 | 2153 | 12.44 0.49
Non-Beijing migrants
with urban hukou 2.43 7.65 1.74 15.03 30.32 27.98 14.86 0.27
Non-Beijing migrants
with rural hukou 3.35 1.12 0.11 0.61 2056 | [ElEB | 1634 0.05
Total 14.66 3.09 2.12 35.78 32.74 7.68 3.94 0.56

Housing tenure is another indication of housindedénce. Different tenure types are usually

related with different security. Studies in west@wuntries show that rental houses are less
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secure. Tenants are often risk forced evictiorClimna, it is less common to have forced eviction
of tenant&’. However, the public preference is to have oneim ®lome. Normally, privately
owned housing is more secure than rental housiablidPrental housing units are more secure
than private rental. In addition, different typefstenure are associated with different housing
quality (Logan, 2009). Of privately owned housingjts, housing purchased on the market is
usually better in terms of facilities and qualityhich is followed by economic purchase. In
contrast, public purchased housing units are preaaamtly old housing stock. The quality of
self-built housing has the poorest quality andasmally lack of the modern facilities.

Table 5.7 shows that the overall home ownersh iga0.56 (last column), which is higher
than the home ownership rate in Huang and heramlie’s (2009) study. It is because Huang
and her colleagues’s study does not include thegdriarea of the Bejing metropolitan area
outside the eight old urban districts and therefeseludes homeowners there. Table 5.6 also
shows that non-movers with local ruralkouhad the highest homeownership rate (0.96), which
was not a complete surprise because they werectedjeo a different housing system from the
urban one. The other three groups with local utingmuall had quite high homeownership rate.
Lifetime urban migrants had the second highest lwavnership rate, which is followed by non-
movers with local urbamukouand intra-urban migrant households with urlbartkou On the
other end of the spectrum, migrant households watt-local ruralhukouhad the lowest home
ownership rate.

Examining the various housing tenures among diffelhe@kougroups, the majority of non-
mover with local ruralhukou lived in self-built housing, because they are frgnliving in
“villages in the city” or in rural areas. Non-movieouseholds with local urbdmkouwere the
most likely to live in public rental housing, foll@d by public purchase. This group had a very
low percentage in market rental housing. The pe¢acgnin market purchase was also quite low
(2.57%). As local residents, they were more liktigan other groups to access government
subsidized housing. This contrasts sharply withalrumigrant households holding non-local
hukou who predominantly resided in market rental hous{bg.92%). On the other hand,
government subsidized Economical and Comfortablesing and discounted privatized public

housing were almost inaccessible to those “outsiti&While the percentages of households in

8 Ironically, forced eviction happened more oftemtmmeowners. Those who live in urban developmedt an
redevelopment areas are more likely to experieol eviction in order to make room for the urbamelopment
or redevelopment project.
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market purchase housing were relatively low forgathups, it is a little surprising that intra-
urban movers with rurgtukouhad the highest percentage. In addition, this gralso had the
highest percentage purchasing Economical and Ctablerhousing. As explained in Chapter 4,
it was because the relocation housing for ruraldezgs subjected land expropriation was
classified as Economical and Comfortable housingeijing. Lifetime migrants with local urban
hukouwere the most likely to live in public housingtfer purchase or public rental). Different
from nonhukoumigrants, they had the same access to urban weifatocal Beijing residents.
The pattern shown in Table 5.7 is generally coaststith that of Logan and his colleagues’
study (Logan, et al., 2009). Since they do notedéhtiate households with local and non-local
hukoy it is impossible to know the housing tenureatiéinces among them.

Table 5.8 Housing Inequality among Education Groups

Purchase

Living space Quality Full Price Rent Price
Education (m*/person) | Room ratio score | facilities (%) | (yuan/m?) | (yuan/ m?)
No schooling/
literacy class 22.92 1.06 3 38.20 470.76 3.62
Elementary/
junior high 20.49 0.91 3 44.00 486.50 7.34
Senior high 21.59 0.89 3 58.70 617.25 4.47
College 28.58 1.02 4 80.80 739.16 4.66
Graduate school 32.16 1.13 4 86.30 1110.07 5.69
Total 23.01 0.94 3 56.90 601.50 5.80
ANOVA (F value) | 305.56*** | 74.47*** |642.14%** 108.08*** | 5g g***

= significant at 0.001 level

Table 5.8 shows the different housing situationsdifferent education groups. Housing
situations among various groups follows our exgemta: household heads with higher
education had better living situations. Househelith household heads having graduate school
education had 57% more living space per person hiwarseholds with household heads only
having elementary or junior high school educatidbhe difference was even bigger between
these two groups in terms of percentage of havinfpar necessary facilities at home. Except
for groups with no formal education, low educatedugs generally had less than the necessary
living space judging from room ratio. Householdshwhigh education were more than twice as
likely to have all the facilities at home as weoaibeholds with elementary or junior high school

education only.
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The exception was the group with no schooling dy diteracy class training. Their per
capita living space was greater than households seitior high school education. They also had
the highest room ratio among all educational grotfusvever, in terms of facilities, households
with low education had the lowest facility percegggaamong all groups This is consistent with
findings earlier that local rural households whomally had low education level lived in larger
but poorly equipped housing comparing with otheugs.

Among homeowners, groups with higher education pamigher price per square meter for
their homes. Presumably, it was because the htgkezducation one had, the more likely to buy
better quality housing. Among renters, the rentdetwlds paid was not exactly according to the
education level. The group with elementary or jutiigh school education paid the highest rent
for their rental home, while the group with no f@aneducation paid the lowest rent. The reason
was that those from the group with no formal edocatvere very likely to be native who had
access to cheap public rental housing or who théir own home. Those with little education
were more likely to be migrant workers who couldt m@cess subsidized public housing.
Therefore, they were most likely to rent housinglos market.

Table 5.9 Tenure Difference among Different Edwsatsroups (%)

Homeown
Market | Economical Public Public | Market ership rate
Self-built | purchase | purchase | Purchase | rental rental | Other

No schooling/
literacy school 24.51 1.34 0.89 24.63 | EOEE 541 | 3.82 0.51
Elementary
school/junior 22.87 2.58 1.80 2553 | 3052 | MEE| 479 0.53
high
Senior high 10.29 3.09 2.50 35.80 39.24 5.45| 3.63 0.52
College 2.92 431 2.57 BBl | 2853 3.02 | 277 0.66
Post-graduate 0.61 4.45 2.30 55.21 30.83 3.37 | 3.22 0.63
Total 14.63 3.09 2.12 35.82 32.74 7.67 | 3.94 0.56

Table 5.9 shows that college graduates had theesigiome ownership rate, slightly higher
than people with post-graduate diplomas. Group with formal schooling had the lowest
homeownership rate. As expected, for the group wihormal education, the percentages of
those living in both public rental housing and 4mliflt housing were quite high (Table 5.9).
Examination of the housing tenure between thesegnwaps shows that the biggest difference

lies in the percentages of public purchase: thegmgage of households with college education
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which purchased privatized public housing was ntban twice that of households with no
formal schooling. Quite different from that in megumarket economy, Table 5.9 shows that the
higher a household head’s education is, the méedylia household was to purchase public
housing. We can see that it is not the differentketareturns to different education level, but
who can access the subsidized housing that detedntive different homeownership rate, which
is different from what “market transition hypoth&ssuggests: the higher the education level is,
the higher the market return is. The probability Infing in self-built housing dropped
significantly with increasing levels of education.

On the other hand, the percentage of householdhasing homes on the market increased
with the increase of household heads’ educatioel |esuggesting higher financial capacity of the
higher educated group. However, the overall peeggnbf market purchase was quite low for all
education groups, indicating the housing marke€lmna was still quite rudimentary. As to the
market rental housing, it was not the lowest edanagroup that had the highest percentage as in
a market economy. As explained earlier, those witfiormal education may be either formal
rural households with self-built housing or statened enterprise workers who had access to
public housing. Households with elementary or jurhagh school education had the highest
percentage living in market rental housing. | expbose households living in market rental
housing are mostly nonukoumigrants who had no access to public housing ijirige Overall,
instead of ensuring higher educated groups a hicgqgaicity to participate in the market, China’s
transition actually provided better educated groupsre access to public housing with
significant reductions in price.

After two decades of economic reform, the debatevéen "market transition hypothesis"
and "persistent power" remains ongoing. In thigdgtud examine whether households which
were closer to the market had better housing sttasiticompared to other households. Although |
cannot separate those working in state-owned ardegpfrom those who work in private
enterprises, the 2000 population census does allevto differentiate managers and workers in
enterprises in monopoly sectors and those in nonepaly sectors thanks to the individual level
datasét’. No previous studies on housing in China separgiiech which lead to misleading

82 With the reforming of SOEs in the 1990s, small aretlium sized state-owned enterprises were praciix
became semi-private enterprises. The labor praciticemall and medium state-owned enterprises irmonopoly
industries are becoming similar to those in privetterprises (Gallagher, 2007). In addition, atberenterprise
reform during the 1990s, most of the small SOEsvpivatized. Since enterprises in monopoly secozsall
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conclusions. For example, in Huang and Jiang’s $2@0udy on housing inequality of Beijing,
the housing advantages of the combined cadre anthgea group were quite small. More
importantly, they found that managerial and cldriggoups were not significant in their
regression, which led to their conclusion that gozdi status no longer provided housing benefits
in the reform era.

Table 5.10 Housing Differences among Various Octapasroups

Living space Full facilities Purchase Rent Price
(m’person)| Room ratio| Quality score (%) Price (yuan/mM)| (yuan/ n)
Chiefs of governmental organizations pr
enterprises in monopoly sectors B 0.99 | [ ) 902.19 3.46
Managers of enterprises in non-
monopoly sectors 27.67 1.00 3 71.10 8.11
Professionals 27.53 1.00 3 77.00 998.36 4.17
Researchers 25.65 0.99 3 74.80 878.8p 3.15
Clerk in public sector 24.61 0.91 3 69.70 854.53 264.
Commercial or service workers 17.66 0.84 2 36.70 800.01 s |
Ordinary workers in monopoly sector 20.74 0.93 3 .904 672.89 5.32
Ordinary workers in non-monopoly
sector 19.00 0.85 3 45.00 671.16 5.61
Othef? 24.23 1.00 3 57.30 601.52 3.16
Total 23.01 0.94 3 56.90 742.16 5.80
ANOVA (F value) 145.53** | 37.08*** | 300.144*** 73.34*** 168.13***

e significant at 0.001 level
Table 5.10 show that in terms of living space, letwaéd heads working as Chiefs in
governmental organizations or SOEs in monopolyaschad much larger per capita living
space than other groups. It was 58% larger thanahardinary workers in non-state sectors.
Except for room ratio (which was slightly smalléan that of managers in private sectors and
professionals), the living conditions of chiefs gdvernmental organizations or enterprises in
monopoly sectors were consistently better thandhather groups. Not only did they had larger
per capita living space; their dwellings were he#quipped with modern facilities. As market
elites with control power in the market, manageremterprises in non-monopoly sectors also

had relatively large per capita living spaces. Hesve they did not do as well as their

state-owner enterprises, and private enterprisesfirmonopoly sectors outhumbered state-owned timeseal
difference exists between monopoly and non-monofinbjuding private) enterprises. Due to the faetttthe
number of household heads in governmental ingtitstis quite small, | combine them with the grofipnanagers
in monopoly sectors.

8 The group “other,” includes farmers, retired aneémployed people, and students and house workeysaveh
hard to combine with other groups. Since it isthgaheterogeneous group, | will not compare thahers of this
group with other groups.
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counterparts in the public sector. Professionals @lso be seen as market elite since their
expertise has been valued much higher after th@oeaic reform and they can sell their
expertise at relatively higher prices than manuatkers in the market. Professionals had per
capita living spaces slightly smaller than that rmfnagers in private enterprises. While
researchers’ incomes and benefits increasingly rdbma activities they participate in in the
market, they still get more assistance from theegowment than people working for the private
sector. But the benefit they get from the stat@mush lower than chiefs in organizations or SOEs,
and their market power is also lower than manageenterprises and professionals. Consistent
with our expectation, Table 5.10 shows that reseast per capita living space were smaller
than chiefs in public sectors. In terms of househicilities, the percentage of researcher
households with all the four necessary facilitiesweven higher than that of managers in private
enterprises.

Going down the career ladder in both public anggteé sectors, clerks in the public sector
had larger per capita living spaces and betterpgga housing that than ordinary worker
households. It was commercial and service workersabolds which had the poorest living
conditions: they were at the bottom of the caraddér and had to be fully responsible for their
housing on the market. Their living spaces, rootiosa facility scores and the percentages of
households with all facilities were consistentlye tlowest. This group consisted of mostly
migrants working in informal sectors. Their jobsrevénsecure and they had no assistance from
the urban state as citizens. Comparing the two &ogkoups in monopoly sectors and non-
monopolize sectors, it is clear that those who wdrikh monopoly sectors had relatively larger
living space than their counterparts in the privsgetor, although the facilities in their homes
were quite similar.

Although Chiefs in in governmental organizationsSS&Es in monopoly sectors had the best
living situations among all the occupation grouipey did not pay the highest prices for their
homes. The prices this group paid were lower ti@nnharket elite groups: mangers in private
sectors and professionals. Commercial and servickess had the poorest living conditions, but
the prices they paid for their homes were not theapest. They paid even higher prices than
ordinary workers, indicating that they paid the fularket prices without any subsidy. Among
renters, commercial and service workers paid tlghdst rent among all groups despite their

poor living conditions. On the other hand, leademonopoly sectors paid less than one-third of
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the rent for their homes than commercial and serworkers paid for their inferior apartments.
Researchers paid the lowest rent due to theirtghdi get public subsidies and the relatively
poorer quality of their housing compared to thaleaiders in monopoly sectors.

Overall, those who had political power were stidittier-off than other groups in terms of
living conditions, similar to the situation duririge pre-reform era. Those with certain market
power were doing better with the emergence of thaeket than they did during the pre-reform
period. Service workers with neither political moarket power were at the bottom of the urban
society. Judging by the housing disparities we sa@ that instead of reorganizing the urban
society, market created a new urban middle clags @mderclass without fundamentally
changing the urban social structure: social grawipis political power are still at the top, having
advantages other groups have no access to in tefrrpablic resources. On the other hand,
groups dependent on the market with no politicalgroor expertise but their labor to sell at the
market are at the bottom of the society. They rbadully self-reliant.

Table 5.11 Tenure Differences among Various Occopdiroups (%)

Market | Economic Public | Public | Market Home

Self-built |purchase| purchase | Purchase | rental | rental | Other | ownership
Chiefs in governmental
organizations or 6.92 4.19 2.91 BBIBE (2550 | 2.00 | 182 70.67
monopoly sectors
Managers in non- 1053 | |8 2.40 4063 |2836| 6.88 | 3.81 | 60.95
monopoly sectors
Researchers 5.90 4.05 2.31 46.64 |BlEM | 116 | 266 58.91
Professionals 4.75 4.54 2.99 47.30 33.36 | 3.68 | 3.37 59.59
Clerks in public sector 9.98 3.562 2.65 45.34 31.32| 3.19 | 3.99 61.49
Commercialorservice | 1,2, | 59 159 1788 |3260 | BENDH | WBE | 5458
workers
XZZ’{E?” inmonopoly | posg | 287 4.38 22.81 |28.40|11.03 | 347 | 57.10
workers in non- 1918 | 2.68 1.87 2551 |34.41 1090 | 545 | 49.24
monopoly sector
Other 17.77 2.30 1.86 39.71 3299 | 297 | 2.39 61.65
total 14.63 3.09 2.12 35.82 32.74 | 7.67 | 3.94 55.65

Table 5.11 shows that Chiefs in government orgaioizs. and monopoly sectors had the
highest home ownership rate (last column). Home evghip rate of ordinary workers in

monopoly sectors was also higher than their copatés in non-monopoly sectors. The order of
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homeownership rate was quite consistent with thlabasing conditions. Again, commercial and
service workers remained on the bottom rung ofhitvesing ladder. It is a little surprising that
the home ownership rate of clerks in public sewtas slightly higher than that of managers in
private sector who have more market resourcesdtiaar groups. It was probably due to the fact
that they had access to cheap subsidized publisitnguwhich managers in the private sector
lacked.

Further examining the different tenures among werigroups, it is a little surprising that the
percentage of self-built housing among workers anapoly sectors was the highest. Most likely,
many workers in monopoly sectors were native Bgifesidents who had private housing passed
from their parents. The percentage of market pweheas low among all occupation groups. As
expected, managers in the private sector who hadgteconomic capacity but less political
power had the highest percentage of market purdhassing. Public purchase housing was the
main housing tenure type of all occupation groupsept for commercial and service workers
and factory workers in both monopoly and non-momppsectors. This suggests that
privatization of public housing contributed mosthe high homeownership rate in China.

Of the groups with public purchase as the main reentype, Chiefs in government
organizations and monopoly sectors had the higpestentage. With policies of privatizing
public housing favoring high ranking groups, inist hard to understand that this group had the
highest fraction purchasing privatized housing. Tgexcentage of commercial and service
workers living in market rental housing is the regh Usually, the quality of private rental
housing is not very high but the price is much kigtian for public rentals. With less protection
from the state, this group is more likely to suppgbemselves with their housing. However, due
to the constraint of their income, they are veryikefy to purchase housing units from the
market.

Overall, among groups of all occupations, many bbokls purchased or rented public
housing. This is because in the transition fromradpminantly public system to a market
economy, the previous system continues to provameesadvantages to citizens previously in
that system. But the difference in terms of mathketising tenure and public related housing
tenure can explain the gains from the public sydt@some extent. It further suggests that gains

from the public system was the main source of benef
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5.3 Regression Analysis on Housing Inequality

The descriptive analysis above shows that both éfmids’ socioeconomic characteristics
and their "citizenship status" are related closeih their family housing situation. It begs the
guestions: how do these factors influence a familying space and housing quality together?
Which factors are more important in determining $eholds’ living conditions? In order to
answer these questions, | conduct Ordinary Leasai®qOLS) regressions.

Observations based on western countries with mat@iomies suggest that living space is
the outcome of purchasing power and needs. Therefmusehold income, which is directly
related with the purchasing power, and family cyel@ch determines the need of a household
are the most important factors. Urban housing atioa in China before the economic reform
was based more on entitlement than on need. Somebbd worked in a large state-owned
company or was senior in the work-unit was entittedhave a relatively larger and better
housing unit. In that context, household income tamdily need played a rather small role in
determining families’ living conditions. How wasidhsituation changed during the reform era?
Since there is no income information in the popafatcensus and it is also very hard to get
accurate income data since Chinese families temahder-report their inconfié | use household
heads’ occupation to indicate their purchasing powdthough it is not as accurate as using
reliable income data, there are advantages of usiWgth detailed occupation information, | am
able to differentiate those working in the publect®r from those working in the private sector
by differentiating those working in monopoly sestdrom those working in non-monopoly

sectors.

5.3.1 Housing Conditions

The first dimension of housing inequality this ctepexplores is housing conditions. For
each index, | run two models, one without khéoustatus variable and one with it (Table 5.12).
As to floor space per person, female householdli@niend to have larger living space per
person than households with male heads. After gdthe hukou variable, the advantage of
female household head decreases. One possible nakpla is that only females doing

significantly better than their spouses claimeteadhe household head.

8 Directly face the “grey income”: how “grey” is i{zhi mian “huise shouru”: daodi you duo “hu)? retrived from:
http://news.xinhuanet.com/politics/2010-09/01/c_02461.htm
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Table 5.12 Regression Analysis on Floor SpacenRRBatio and Facility Score

. Floor Space
Independent Variables (m2/person) Room Ratio Facility Score
modell model2 modell model2 modell Model2
(Constant) -21.361*** | -8.340*** 1740 AT73F* -.481%** 1.025***
Female 3.388*** 2.868*** .120%* .110%* .128%* .058%**
age 1.046%** 575%* .01 7% .005** .084** .037x**
age2 -.007*** -.004*** .000*** .000 -.001*** .000***
Education (reference: elementary
and junior high school)
No school -3.044x+* -3.332%+* -.056*** -.Q77**x -.455%** -.401%**
High school 1.842%** 1.155%** -.022** .004 AB4x* .210%*
College 6.686*** 5.785*** .083*** .122%* .81 1x* .488***
Graduate school 11.741%* | 9.802*** 176+ .201%* 1.091*** .606***
Occupation (reference: ordinary
workers)
Chiefs in governmental 5.707*** 5.428*** .139%** 1327+ 297+ .310%**
organizations or monopoly
sectors
Managers in non-monopoly 4.928*+* 4.882%+* .105*** 115%** .263*** 274%**
sector
Professionals 2.393*** 1.810%** .045** .041** .259%** .193x**
Researchers -1.380* -1.205* -.002 .001 .034 .014
Clerks 2.007*** 1.520%** .037** .033* .224%** 175%*
Service workers -2.270%+* .194 -.064*** .002 -.218%** .000
Workers in monopoly sectors 2.413%** 1.262* .080*** .030 .079 .091*
Other 484 191 .077x* .060*** .018 .025
Spouse occupation (reference: non-
managerial job)
Heads in governmental 521 .762 -.066 -.045 .216%** .196**
organizations or in monopoly
sector
Managers in non-monopoly .153 -.445 -.076** -.086*** .259%** .208***
sectors
Family Structure (reference: couples
with children below 18)
Single 20.136*** | 20.999*** | 59p*** .639%** -.250%** - 224%*
Couples alone 4.879%* 6.754*** .010 .073%* - 146%** -.022
Couples with adult children -1.127 %+ -.318 - 373**x -.345%** .042%* .084%**
Three generations -6.448*** -6.099*** -.324*** -.322%** .091*** 154%**
Other 11.873** | 13.577** [ .366*** A2+ -.185%** -.083***
Region (reference: Inner city)
North Inner Suburb TATT** 6.715%** .169*** .136** 718%* 7T
South Inner Suburb 6.436*** 5.582*** .161%* .135%** .700*** 737F*
North Outer Suburb 12.651%* [ 9.245%** 489*** .320%** 1.066*** 1.199%**
South Outer Suburb 10.814** | 8.546*** .405*+* 287+ .82+ .903***
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Hukou status (reference: urban local

hukou)
Lifetime migrants .370 -.013 .252%**
Local rural hukou 11.730*** 631> - 279%**
Intra-urban migrants with urban 3.865%** -.022* 371
hukou
Intra-urban migrants with rural -1.140 -.006 -.269***
hukou
Inter-provincial non-hukou -1.076* -.075%* -.302%**
migrants with urban hukou
Inter-provincial nonhukou -11.142%** -.259%** -1.285***
migrants with rural hukou

R2 0.224 0.294 0.228 0.312 0.270 0.356

N= 83,460

* Significant at 0.05 level

** significant at 0.01 level
*** significant at 0.001 level

The odds of living in larger housing increased vége. It was significant in both the model
with and without thénukoustatus variable. As explained earlier, both theketaand the public
system reward seniority. Being older might ensuersavings and thus higher purchasing
power. The socialist system also rewarded seniofiterefore, it is hard to say whether larger
living spaces for the older residents is due torttegket mechanism or the socialist system. In
addition, both models suggest that the increasieinf) space with age is not linear.

Based on the market transition hypothesis, withsth@ety moving to market economy, there
will be increasing returns to higher education. Tiedels seem to support the “market transition
hypothesis” that there is an increasing returnighdr education. Since China has nine years’
compulsory education and it is in fact the nornindoe at least nine years’ education, | consider
those with nine years of education as a referermgpg We can see that household heads with no
formal education had 3 square meters’ less livipace per person according to the first model.
Based on the second model including thiou status, people with no formal education have
even less living space compared to those with yeers of education (through junior high
school). Living space per person increases rapidlly education. People with graduate school
education have living spaces of 14 square metarpgreon larger than those with no school. It
is worth noting that when controlling ftnukoustatus in model 2, the group with no education
had even smaller living spaces, but the returnkigber education is not as high as the first
model predicted. It means that while highly edudgaggoups have less crowded living
environments, thdwukou institute moderates the effect of education inhsacway that the

advantage of higher education was smaller as tteeKeen transition hypothesis” suggests.
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In terms of different occupation groups, eliteghie socialist system had significantly more
living space per person than market elites. Itesgyally agreed that private sector jobs pay
better than governmental jobs. However in term$iadsing, usually the biggest purchase of
one’s life, elites in the private sector were notan advantageous position when compared to
their counterparts in the public sector. Instehdirtliving space was smaller than that of theeelit
in the public sector. This is probably one of tleasons that working for the government is
getting more attractive recently. According to tharket transition theory, professionals will get
increasing benefits from the market during the aati transition. This study shows that
professionals had living space smaller than thahahagers, but bigger than everyone else's in
monopoly sectors and private sectors. However ativ@ntage was not much greater than that of
clerks and ordinary workers in monopoly sectorsp wiere almost at the bottom of the socialist
system. At the bottom of the formal occupation kEwldrdinary workers in monopoly sectors
have 2 square meters more living space per pelsonworkers in private and non-monopoly
sectors. Even when controlled foukoustatus, workers in monopoly sectors remained te ha
more than 1 square meter more living space tharkew®rin non-monopoly sectors. Service
workers had the worst housing situation; theimigzspace was smaller than ordinary workers in
non-monopoly sectors. It is a little surprising ttitlke living space of research&was even
smaller than that of ordinary workers. Some studlies researchers as part of the professional
group. As explained earlier, researchers are iwdxt the public system and private system
since they are considered as civil servants arideasame time, they can earn money from the
market with their expertise. My assumption is tttegy can take advantage of both systems.
However, the models suggest the opposite. A passigblanation is that while getting a salary
similar to other civil servants', they did not hatlee same benefits as those working in
government institutions or monopoly sectors. Initoid, because of the imperfect market, the
market rewards for their expertise is not very highe study assumes that a spouse having a
managerial job will have a similar effect as housélheads. However, the result does not prove
this since the two related variables are not siggmift in both of the models.

Family structure determines how much living spadanaily needs. The bigger a family is,
the more living space it requires. However, thelgttesult shows that the real living space was

not in accordance with needs. Single person holgehwmd the largest living spaces. Living

8 Researchers here include researchers in resemstithtie, professors in universities and teacherstier schools.
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space actually decreased quickly with increasinglfasize. Since housing was expensive in big
cities like Beijing, a lot of adult children couttbt afford to move out and still lived with their
parents. In 2000, 23.6% of families had adult akildat home. Here | also examine whether
having adult children exacerbates the living sibratThe result shows that as expected, those
families were living in more crowded dwellings thiamilies with couples and young children.
Families with three generations living together,ickhaccount for 11.5% of the families in
Beijing, had the most crowded living situations.eBithing else being equal, those families had
more than 6 square meters per person less thanfamikes. Having more people at home
increased the need for living space. However, thdeats suggest that it was not easy improve
the living situation when the need increased. TV¥ied space in different areas of the city was in
accordance with the general perception that houdghiging closer to the city center have more
crowded living environments. The situation was ewanse in the southern inner suburbs where
a lot migrant workers concentrated.

Hukou is an unique institution in China and a few otlsecialist countries. After the
economic reform, the original goal btikou-- to control mobility -- was both undesirable and
impractical due to the emerging market and surgmeed for cheap labor in cities. Ironically, the
means to the goal, granting different entitlemeaattaching to different citizenship rights, has
never ceased to function. In terms of housing, wrlegal citizens are eligible to privatized
public housing and subsidized affordable housinglesthe temporary migrants have to be fully
on their own to access housing through the markeis study shows that controlling other
variables, local rural residents had the largesndi space. As explained earlier, rural residents
are subject to a different land system from thelran counterparts. Except for this group, intra-
urban migrant households with urbhokouhad the largest living space. The study does not
observe a reliable pattern for lifetime migrantsadng localhukouholders, intra-urban migrants
with rural hukou had the least living space per person. Withoutmtiukoy they were not
entitled to privatized public housing or subsidizsmbnomic housing. Their living spaces were
slightly smaller even than that of the inter-praia nonhukoumigrants from other cities. Not
only could their poor families which stayed in tbeuntryside not help them to access better
housing in the cities, they even needed their tamées to improve their quality of life in the
countryside (Cai, 2003). At the bottom of the hagdiadder were the ndmikoumigrants from

rural areas outside Beijing. This group includedsttyomigrant workers in construction sites and
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service sectors. Even though excluded householitslagal ruralhukouwho obtained housing
through a different housing system, the differemcéving space between the rural nbokou
migrants and intra-urban migrants with local urbakouwas twice as large as that between the
groups with the largest and smallest living spaamagsed by occupation differences. It is quite
apparent thatukouremains important in determining residents’ sogiall-being.

Room ratio is another index used in this studyhowsthe situation of crowded living. The
general pattern is very similar to that of livingase. Age played a positive role in easing the
situation of crowded living. Having higher educatievel also increased ones chances of having
more rooms to satisfy family needs. Again, workimg the socialist system provided an
advantage in having more living rooms. In termshef gap of the number of rooms families had
and what they needed, researchers did not havéahleepattern when controlled fdrukou
status. Similar to per capita living space, spougaking as leaders in governmental institutions
or managers in monopoly sectors did not have afgignt influence in their families’ living
situation. It was a little surprising that havingetspouse working as a manager in a non-
monopoly sector even had a slight negative infleeimcroom ratio. The situation of families
with adult children was even worse than that of ik@® with three generations together.
Probably old parents would financially support thahildren in purchasing housing while adult
children living with parents normally did not doathto their parents. Examining room ratio
among varioushukou groups, all groups but rural lochukou holders have lower ratio than
group with urban locahukou Based on the room ratio we can see that househath urban
local hukouwere in a more advantageous position. By contrast) inter-provincial norirukou
migrants’ had more unsatisfied needs.

The facility score shows how many facilities outtleé four necessary ones a home has: tap
water, independent kitchen, bath and lavatorysé alid two regressions with this variable: one
with no hukoustatus and the other one whiakoustatus. Adding théukoustatus variable to
model 2 increased the goodness of fit from 0.270.3&6, suggesting thhtikoustatus was very
important in determining the quality of housing.eTheneral trend was consistent with that of
living space and room ratio described above. Whatdrth mentioning is that at the top rung of
the non-public system, managers in private sectotonly had less living space than the elites
in public system, but had lower housing quality. &hthehukoustatus was not controlled for,

service workers had the poorest living environmanbng various occupation groups. But after
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controlling forhukoustatus, service workers failed to be significdinineant that it was not the
occupation itself that put this group on a disadageous position. Rather, it was thekou
status that excluded those without legal locakenship from formal labor market with more
benefits and thus had to live in poor housing. Whibt significantly influencing living space, a
spouse with a managerial job, especially in privggetor, increased the chances of living in
housing of better quality. Similar to the situatiohliving space, rural inter-provincial migrants
without localhukouhad housing of the worst housing quality. Thedrehfacility score among
different family structures was also different fraimt of living space. With the increase of
family members, the quality of living increased.thiihe increase of family size, families would
have more incentive to improve their living conalits. However, in the face of high housing
prices in Beijing, improving the living space wasich more expensive and thus less practical
than improving the quality of housing conditionanéng the variousiukougroups, local rural
residents had lower facility score than other lagalups. Although this group had the advantage
of being able to build large homes on their alledahousing plots, the quality of their

accommodation was generally poor.

5.3.2 Housing Tenure

This section examines the factors influencing hbakis’ housing tenure types. | described
six tenure types in the descriptive section: salftthousing, commodity housing, economical
housing, own privatized housing, public rental hogsand private rental housing. Since it is
quite clear that the majority of those living infdauilt housing are farmers at urban fringe or
recently urbanized area, | do not report the rdable 5.13.

Table 5.13 Logistic Regression on Housing Tenure

Affordable Housing Privatized
Market Purchase Housing Public Rental Private Rental
Independent Variables oo crl oo oo

p Coef. | Odds Ratio| Coef. Ratio Coef. Ratio Coef. Ratio Coef. Ratio
Gender (reference: male)

Female -.128| .880 -137 | .872 115 | 1.121** | -209 | .811** | -088 | .915
age -.063 | .939%* 046 1.048 130 | 1.139*%* [ -030 | .970** [ -051 | .950**
age2 .001 | 1.001*** .000 1.000 -.001 | .999*** .000 1.000 .000 | 1.000
Occupation (reference: ordinary
workers)

Leaders in governmental | .612 1.844* 114 | 1.120 -.378 | .685*** -.166 | .847

organizations or monopol 331 1.392

sectors

Managers in non-monopol 1992 2.697*** 211 1.234 .099 1.104 -.345 | .708*** -.375 .687*
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sector

Professionals .309 | 1.362 083 1.087 -.326 | .722%** .236 1.266** | -1.077| .340*
Researchers A405| 1.499** 341 1.406* 12 | 1.118 -.128 | .880* -.348 | .706*
Clerks 274 | 1.315 194 1.214 193 | 1.212%* [ -219 | .803** |[-519 | .595%*
Service workers 225 1.253 110 1.116 -195 | .823* -111 | .895* .084 | 1.087
Workers in monopoly -.088 | .916 825 2 283wk .026 | 1.026 -.067 | .935 281 | 1.324
sectors ) )
Other .259 | 1.296 140 1.151 -.200 | .818%** -.027 | .973 -.132 | .876
Spouse occupation (reference:
non-managerial job)
Leaders in governmental | -.825 | .438 511 | 1.667 -.517 | .596*** .071 1.074
organizations or in -.084 .920
monopoly sector
Managers in non-monopoly .995 2.705%** .322 1.380** -.348 [ .706*** -.780 .458**
sectors 214 | 1.238
Education (reference:
elementary and junior high
school)
No school -.623| .536* 663 515 -.640 | .527*** .520 1.682* [ .702 2.018*
. . * *
Senior high school .188( 1.206 267 1.306* 518 | 1.679** [ -194 | .824** | -174 | .841*
College .592 | 1.808*** 330 1,391+ 1.143 | 3.137** | -748 | .473** [ -171 | .843
Graduate school .743| 2.103** 416 1516 1.355| 3.878* -903 | .405** | .229 1.258
Family Structure (reference:
couples with children under 18)
Single -.273 | .761 _475 622 -.386 | .680*** -129 | .879 -.029 | .972
Couples alone 144 1.155 051 1.052 .021 | 1.021 -.211 | .810** | .261 1.299**
. . *
Couples with adult childre -.053 .948 004 1.004 .063 [ 1.065 -.289 | .749%* | -154 | .857
Three generations .057( 1.058 075 1.078 .021 1.021 =251 | .778%* -.193 .825
Other .025 | 1.025 177 838 -.295 | .745%* .006 1.006 .091 | 1.095
Hukou status (reference: urban
local hukou)
Lifetime migrants -.892| .410%** 422 6564+ .628 | 1.874** [ .064 1.066 -.463 | .629*
Local rural hukou 102 | 1.107 350 705+ - 021 %** -3.676 | .025** | -230 [ .794
) ’ 3.863
Intra-urban migrants with | 1.126 | 3.082*** -.017 | .983 226 | 1.254* | 1.088 | 2.968**
urban hukou 531 1.701% * *
. ) 1.230 | 3.421%* - .278** -1.061 | .346** | 2.820 | 16.776*
Intra-urban migrants with 640 1.896* 1.281 ok
rural hukou )

. .799 2.224%* - .330%** -470 | .625** | 3.244 | 25.628*
Inter-provincial non-hukou -.400 671 1.108 *x
migrants with urban huko( )

. -1.007 | .365*** - .025%** -1.499 | .223** | 3.888 | 48.836*
Inter-provincial non-hukou -2.965 | .052** 3.677 ok
migrants with rural hukou )

Region (reference: Inner city)
North Inner Suburb 736 | 2.087*** 532 1 7034+ .870 | 2.387** [ -795 | .451** | 472 1.603**
. . "
South Inner Suburb .639| 1.894** 977 2§57 .805 [ 2.236** [ -826 | .438*** | .370 1.447*
. . "
North Outer Suburb 3.187 24.218"* | 5 945 7,729+ | 1.059 | 2.884** | -2.092 | .123** | .294 1.342*
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South Outer Suburb 2.72{ 15.240%** 1.294 | 3.648*** | -1.514 | .220*** 421 1.523**
1.381 3.979** o

Constant -3.929 -6.002 2.070 -2.759

5.919

* Significant at 0.05 level
** significant at 0.01 level
*** significant at 0.001 level

Housing reform is intended to create a market ftyan residents to purchase their homes.
However, only 3% of households purchased their lsofn@m the housing market by 2000.
Based on the multinomial logistic regression (tabl&3), female household heads were not
different from males in terms of buying homes frtiva housing market. It is understandable that
home purchase is usually a family decision. Siryijaage did not influence the possibility of
purchasing homes from market, either.

Among various occupation groups, managers in theafgr sector were most likely to
purchase housing on the market compared to ordiwarkers in non-monopoly sectors. This
was followed by leaders of the governmental orgaions and managers of monopoly industries.
One reason is that managers in the private se@s more likely to purchase their homes on the
market was that they had higher salaries than atberal groups. Another reason may be
because that they were less likely to have puhllesslized housing than people working in
public sectors. Researchers are 1.5 times moréy likebuy their home in the market than
ordinary workers. Other occupation groups do ratehany significant trend as compared to
ordinary workers. For most ordinary urban resideth® expensive commodity housing is
beyond their reach.

While having spouses working in a governmental wizgion or monopoly sector did not
significantly influence the chances of purchasiogne on the market, having spouses working
as managers in private companies increased thalpiity of buying commodity housing by 2.7
times compared to spouses with non-managerial pBsnilar increase as having the household
heads working as managers in private sectors. peeutation is that having a managerial job
significantly increased households’ financial dilio improve their living environment. With
little chance of getting subsidized public housitiggse households were more likely to improve
their home through the market. Based on the arsabailier, families with members working as
managers are more likely to be living in larger $iag with better facilities.

The chances of purchasing homes on the marketiratseased with the education level of
the household head. Those with no formal schookiage only 50 percent as likely to purchase
commodity housing as people with junior high scheduications. Those with graduate school
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education were twice as likely to purchase housimghe market as those with only junior high
school education. It is in accordance with the rearassumption that people with higher
education can have higher income and thereforengtro ability to improve their living
environment. However, the trend was not signifidanthose with senior high school education.
It is probably because this group consisted oftaiaural migrants who took up low-paid jobs
in Beijing.

Family structure did not significantly increasedacrease the chances of purchasing a home
on the market, no matter how big the household Wadging by the odds ratio (noting they are
not significant), the fluctuation was also quiteatimindicating little difference in terms of the
probability of purchasing a home on the market widlifering household size. It is
understandable that the market serves citizens mvdhe ability to pay than with more needs.
However, this did not mean that the market fun@tas the main redistribution means. In fact,
the socialist system did not redistribute resoureesording to needs but seniority and
entitlement.

Hukou status was the largest single factor in determgimiousing purchases. Compared to
local urban residents, inter-provincial rural nomkoumigrants had only a thirty percent chance
of purchasing housing on the market. It was beybedeach of most rural inter-provincial non-
hukoumigrant families, most of which took up demandargl low-paid jobs in Beijing. Since it
is almost impossible for rural inter-provincial rRbokoumigrants to access public subsidized
housing, it is understandable that their living iemvments of are very poor. On the other hand,
intra-urban migrants with local urbdmkouwere more than 3 times more likely to purchase
home on the market than urban local residents. Juggests that the market does provide those
with a way to move out of public housing.

Where a household was located significantly infaezhthe chances of living in commodity
housing. It was least likely to live in commoditgusing in the central districts. Having a home
in the north outer suburb increased the chancds/iofy in commodity housing by 24 times
compared to living in the inner city. Those in #outh outer suburb were 15 times more likely to
purchase commodity housing than those in the initgr This pattern shows the spatial pattern
of the urban sprawl in Beijing with large scalecoimmodity housing in the suburbs, especially

the north outer suburb.
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Similar to commodity housing, neither gender, nge,anor family had any significant
influence in the probability of households living iaffordable housing. Among various
occupation groups, all groups were more likely itee lin affordable housing than ordinary
workers. However the trend was not significant @xder researchers and workers in monopoly
sectors. Researchers were twice as likely to pgech#fordable housing as ordinary workers. As
explained earlier, researchers form a special gafupeople who could benefit from both the
market and the socialist system. Workers in monpgettors were certainly a group working
within the socialist institute and thus better posied to benefit from the socialist system to get
subsidized housing. It was apparent here that tiigpsubsidized housing was not more likely
to be distributed to those who were in need sudhigabouseholds or the service workers in poor
living conditions, but to those who were in the teerof socialist system. It was also true for
education groups. Based on the discussion aboumeality housing purchase earlier in this
section, groups with higher education were morelyiko live in commodity housing. Even
though they had better purchasing power to buyhennarket, they were also more likely to
have access to the subsidized affordable housing.

Compared to local urbahukou holders, only intra-urban migrants with lodalkouwere
more likely to purchase affordable housing. Othewugs without locahukouwere significantly
less likely to access affordable housing. Among ldwal hukou groups, intra-urban migrants
with rural hukouwere most likely to buy affordable housing. My splation is that the most
common reason for local rural residents to move auesto the urban development in the suburb
of Beijing in which they lived; they were very liketo move to relocation housing which was
categorized as affordable housing. For those umtiban migrants with urbahukoy the local
hukou holder status ensured their eligibility to purahadfordable housing. In contrast, inter-
provincial migrants with rurahukououtside Beijing were the least likely to live iffaadable
housing. The spatial pattern of households livim@ffordable housing was quite similar to that
of commodity housing: households were more likelite in affordable housing in the outer
suburbs of Beijing, especially the north outer sbbs described earlier, the big Economical
and Comfortable housing projects were located & ribrthern suburban district, Changping
district.

It is believed that privatized public housing is@npensation for people to have low salaries

during the socialist period. Therefore, it is resdde for those paid low wages during socialist
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period to have a big discount. Table 5.13 showkdlter people were more likely to purchase
privatized public housing. Among various occupatgnoups, both professionals and service
workers were less likely than ordinary workers targhase privatized public housing. It is
understandable that service workers working inrimi@ sectors were less likely to be able to
purchase privatized public housing. For profesdmnd was probably because they were
working in the private sector and were unlikelyaocess privatized housing related with the
public sector. In contrast, clerks were more kil purchase privatized public housing than
ordinary workers. Even though clerks were at the &nd of the job ladder in governmental
organizations, they still had more advantageougsscto discounted privatized housing than
ordinary workers. Although the quality of public dsing was not very high, it was generally
known that its price was much lower than the mapkete. Therefore, for those at the top of the
society such as managers in the private sectoratmed housing may not be attractive. For
those working in non-public sectors with relativedy salary, such as service workers, it would
be a very desirable housing source. However, basedhe analysis we can see that only
residents associated with public sectors wereylit@hccess privatized public housing.

The more education the household heads had, the Iikely for the households to purchase
privatized public housing. | expect that the reasosimilar to that of purchasing affordable
housing: those with higher education were morelyjike work in the public sector in the past
and thus to benefit from the discounted privatigatlic housing during the housing reform.

Among various family structure groups, singles waiech less likely to purchase privatized
public housing compared to married couples wittdchn. A possible reason is that the majority
of them were young people who entered the labaefafter the privatization program started. In
addition, singles were also less likely to be ated public housing during the socialist period
and thus less likely to purchase the occupied clemg the reform period. Households with
more than three generations and households liviith mon-family members were also less
likely to buy privatized public housing. It is resmable to speculate that those households were
either poor and thus could not afford to own tti@ime even at a discounted price or were not
working in public sectors.

The difference amongukougroups in terms of purchasing privatized publiaziging was
also significant. Only lifetime migrants with lodalikouwere more likely to purchase privatized

public housing compared to local urbaankou holders. Lifetime migrants were very likely to
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work in the public sector which could transfer tHaikouand allocate them housing. Local rural
hukou holders and rural inter-provincial migrants wehe teast likely to purchase privatized
housing. For local rurahukoy it was probably due to the fact that they hadheeineed nor
entitlement to buy public housing since most ofnthived in privately built housing in the
countryside. As to rural inter-provincial migrantseir low probability of purchasing privatized
public housing was due to the fact that they wexgy wnlikely to be allocated public housing
before the housing reform. Intra-urban migranthvaical ruralhukouwere less than one-third
chances of living in privatized public housing carmgd to local urban non-mover. Even though
having localhukoy once they moved outside of the countryside intt&an migrants with rural
hukouwere also very unlikely to access privatized pubbusing in the city, which was sold to
the sitting urban tenants. Urban inter-provinciahiukoumigrants also had lower probability
of purchasing privatized housing than local urbam-movers. Without locahukoy public
subsidized housing is not open to them even throoghy of them wanted to settle down in the
host city.

After several years of housing reform, urban resislevho could afford to tended to
purchase their sitting public housing in order ¥oid the rent increase and achieve more secure
homeownership. However, there was some poor holdseheing in public rental housing who
could not afford to buy the privatized public hawgsiduring the reform era. In accordance with
the common perception, residents were less likelinve in public rental housing as they got
older. Among various occupation groups, almostgatlups were less likely to live in public
rental housing compared to ordinary workers, exéepprofessionals. Chiefs in governmental
organizations or monopoly sectors at the top ofipation ladder in public sector were the least
likely to live in public rental housing compared dadinary workers, followed by those in the
market elite group. Based on the analysis on predtpublic housing, the low probability of
living in public rental housing was due to the fHtat they had already purchased the public
housing they lived in. For elites in the privatetse, the reason might be because that they had
no access to public rental housing, which was basdtie entitlement and needs. While most of
the occupation groups were less likely to live ublc rental housing, the caveat here was that
for those working in the public sector, the reas@s that they could access better housing. For

those who worked in private sector, one importaason was that they were not eligible for it.
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Spouses working as leaders or managers significaettreased households’ probability of
living in public rental housing, compared to spauseorking with non-managerial jobs. As
explained earlier in this section, having spousesking as managers increased the probability
of purchasing commodity housing, which usually hedter quality compared to public rental
housing. More education also decreased the pratyabi living in public rental housing.
Families with household heads having no formal adan were much more likely to live in
public rental housing than those with elementarjuoior high school education. The probability
of living in public rental housing decreased witlcrieasing education. Similarly, the probability
of living in public rental housing decreased withcrieasing family size compared to core
families, expect that the trend was not significamt single person households. Families with
either adult children or three generations wers lé=ly to live in public rental housing than
households with children younger than 18. Probaglollylic rental housing units tend to be too
small to satisfy housing needs of large familied trerefore they were more likely to find other
type of housing to solve their housing needs. Tagem of living in public rental housing
among variousiukougroups was quite similar to that of purchasingatized public housing:
local rural residents and rural inter-provincialgnaint families were least likely to live in public
rental housing. In terms of spatial patterns ahfijvin public rental housing, the inner city had
the highest percentage of people living in pubdintal housing. It is understandable that those
old danweihousing stock were mostly built in inner city ihsithedanweicompounds during the
socialist period.

Private rental housing is generally the least désér type of tenure: the rent is much higher
than public rental housing and, as described inptleious chapter, it is not a secure tenure
either. Based on the analysis shown in table jy&Bder has no influence in the probability of
households living in private rental housing. Agerédased the probability of living in private
rental housing marginally. There were big differen@mong various occupation groups in terms
of the probability of living in private rental hang. Almost all occupation groups were less
likely to live in private rental housing compareddrdinary workers, except for service workers
and workers in monopoly sectors; there is no sSiggmit pattern for these latter two groups.
Having a managerial job decreased the probabifitivong in private rental housing by more
than 30 percent compared to ordinary workers. Bsid@als were even less likely to be living in

private rental housing. As shown earlier, they waoge likely to live in public rental housing.
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Increasing education decreased the probabilityoasgholds living in private rental housing.
Those with no formal education were twice as likelyive in private rental housing compared to
those who had junior high school education. Ondtieer hand, those with senior high school
education had only 80 percent of the probabilityivahg in private housing as junior high school
graduates. It is understandable that higher edutatjroups are more likely to become
homeowners than to live in private rental housingterms of households with different family
structure, couples without children were more ki live in private rental housing. It may be
because many of these were young couples in tie yazars of their career who could not yet
afford to become homeown&tsOther types of family structures have no sigaificinfluence
on the probability of living in private rental hong.

The influence ohukoustatus in the probability of households livingpifvate rental housing
was enormous. Rural inter-provincial nbukou migrant families were almost 49 times more
likely than urban local residents to end up livingrivate rental housing. In fact, for those rural
non-hukoumigrants, the housing choices were very limitedthdut local urban citizen status,
public housing is unavailable; with low incomesivpte purchase is outside their reach. Since
most of them could not afford to become homeowrteespnly alternative was to stay in private
rental housing. Inter-provincial migrants with undaukouwere also very likely to live in private
rental housing. However, the chances were muchrlmsenpared to that of rural migrants.
Probably because urban migrants were more likelgeiofinancial support from their family
back in their hometowns to purchase apartmenteanriarket than their rural counterpart who,
in contrast, had to support their family back ie tountryside. Again, intra-urban migrants were
more likely to depend on private rental housingntlveere urban local households. Finally,

lifetime migrants were least likely to live in pate rental housing.

3.3 Housing Costs

In almost all societies, housing is one of the bgigourchases of ordinary citizens. It takes a
big share of a household’s lifetime savings. Atshene time, it is also the main part of ordinary
families’ wealth. As for renters, rents usually @aets for a big chunk of ordinary households’
monthly salaries, except those who could stay inlipuental housing. Therefore, the different

housing costs of purchasing or renting greatlyuierfice the purchasing power households for

8 Due to the data constraints, it is impossiblesoasate newly married couples from those whoseliarilhave
grown up and left home.
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other commodities as well as the accumulation aifilfawealth. In this section, | examine

factors influencing the different prices variousisbgroups pay for their housing. In the market
economy, it is agreed that the housing differesamainly due to the location of housing and the
quality of individual housing units. | will show ithis section that there are other factors that
significantly influenced how much a family paid fibreir housing in the China case. Similar to

the regressions on housing conditions, the first@h@loes not considdrukou status and the

second model includdsikoustatus.

Table 5.14 Regression Analysis on Purchase Pridd&Ra@ntal Cost

Purchase Priceyganm?) Rent yuanimonth. n)
Model 1 Model 2 Model 1 Model 2
Constant 1691.956*** 1571.749* 24.113*** 5.017***
Female 9.082 12.427 -.649%** -.150
age -46.805*** -39.986*** -.623*** -.098**
age2 .332%x* .29 %** .004#+* .001*
Education (reference: elementary and junigr
high school)
No school 112.424** 83.831* 291 .065
High school 27.301 -8.425 -2.633*** -.239
College 92.992%** 26.250 -2.348*** .223
Graduate school 269.614**  226.533*4 = -23t0* 1.438*
Occupation (reference: ordinary workers)
Chiefs in governmental 131.836* 96.267 2.927%** 1.455*
organizations or monopoly sectors
Managers in non-monopoly sector 276.189*1210.615*** | 4.056*** 2.181%**
Researchers 30.481 41.833 .038 .275
Professionals 142.593**  100.930***|  .803* 699*
Clerks 98.835%** 61.559* .949** .938**
Service workers 85.789** 53.500 4.920%** 321%**
Workers in monopoly sectors -5.266 -6.357 .010 -.502
Other 39.984 30.805 .664* 493
Family Structure (spouse with children
below 18)
Single 220.639*** | 144.039* 2.088*** 1.669**
Couples alone 137.209*** 98.349*** 2.756*** 1.197***
Couples with adult children 22.157 17.395 722* 430
Three generations 25.921 53.192* .867* .455
Other 113.677** 102.457*** 1.734%** .691**
Spouse occupation (hon-managerial job)
Managers in non-monopoly sector -69.382 284 -.582 -.562
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Chiefs in governmental 327.748** | 270.647*** .826 1.236
organizations or monopoly sectors
Facility 95.872%* 70.023%* -1.397*** - 462%+*
Region (reference: Inner city)
North Inner Suburb 34.363 14.198 3.328*** 830***
South Inner Suburb 25.431 -33.197 2.720%* | .197
North Outer Suburb -88.374** -145.454*+F  Bb1** -5.588***
South Outer Suburb -162.977*F  -168.111% -1.747*** -4.142%%*
Hukoustatus (reference: urban lotalkoy
Lifetime migrants -75.085%** -.207
Local rurahukou -77.642%* 5.070%**
Intra-urban migrants with urban 460.018*** 1.217**
hukou
Intra-urban migrants with rural 459.104*** 7.265%**
hukou
Inter-provincial nonhukou migrants 773.513** 11.608***
with urban hukou
Inter-provincial nonhukou migrants 258.028*** 13.428***
with rural hukou

* Significant at 0.05 level
** significant at 0.01 level
*** significant at 0.001 level

Table 5.14 shows that among homeowners, gendemwo$emold heads did not make a
difference in how much a family paid for their howgs Families with older household heads
were more likely to pay less; the older the helhd,léss the family paid. It may be because that
the majority of homeowners obtained their homesufh purchasing privatized public housing
and the amount that privatized public housing wasalinted was directly related with the years
of employment. When addingukoustatus to the model, the influence of age dectgasgkich
means some of the savings for housing was dumikoustatus. The influence of education on
housing was not straightforward. Those who hadanméal education paid more than those with
only elementary or junior high school. Among houddheads with education higher than the
compulsory junior high school, the higher the ediocalevel, the more they paid for their
housing. However, when controlling fdrukou status, this was only significant for the no
education group and for those with a graduate datuhacation. Household heads with graduate
school education paid much more per square mederttiose with no formal education. Since |
only controlled the basic quality of housing (thember of necessary facilities) and the rough
location in the model, this model probably doesstaw the full difference in quality or location

of the housing purchased.
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Controlling the basic housing quality, it is sugimg that managers in the private sector paid
more than 10Quanmore per square meter for their homes than govenbchiefs and managers
in monopoly sectors. My speculation is that leadieigovernmental organizations and monopoly
sectors were more likely to access discounted puimusing than their counterparts in the
private sector. Chiefs in governmental organizatiamd managers in monopoly sectors paid
even less than professionals. There are too fewfshin government organizations and
monopoly sectors to control fthukoustatus (no statistical significance). But judgingm the
coefficient, the price they pay for their housingsamuch cheaper. After controllihgkoustatus,
managers in the private sector still paid the npestsquare meter for their homes. It is probably
due to the fact that they tend to purchase housitly good quality and in good location. It is
understandable that other social groups on therlewd of the social ladder are not significant
because very few of them could afford to be homean

The analysis shows that single-person householdsrgkty paid higher prices for housing
than married couples. As discussed in Chapter fgles were less likely to get publicly
subsidized housing due to the strict policies. &bt statistically significant, having spouses
working as Chiefs in public sectors decreased tirehase price. In contrast, having spouses
working as managers in the private sector sigmfigancreased the price paid for their homes.

Similar to the differences of housing conditionsl drousing tenure, the biggest differences
of housing purchase prices came from differenzeitship rights. Among homeowners, urban
inter-provincial nonmRukou migrants paid more than 7Q@an per square meter more than the
local urban residents. Intra-urban migrants alsm paore for their housing. Based on the
analysis in the previous sections, it might be heeathey were more likely to move out of
danwei housing and purchase homes on the market to imptbeir living environment.
However, with local status, they still paid 3@0anless per square meter than what the inter-
provincial migrants from other cities paid. As twetrural inter-provincial migrants, | expect the
number of homeowners to be very small and theyllyscauld not afford housing in very good
neighborhoods. Urban lifetime migrants and locahlruesidents paid the lowest prices for their
homes. For lifetime migrants, they were the grduad tvas most likely to live in publidanwei
housing with heavy subsidies. For local rural hbwogs, they lived in their self-built housing

with low quality, which accounted for the low pritteey paid.
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Among renters, households with female householdidh\g@aid slightly less than male-head
households. Households with older household heladgpaid slightly less rent. It is probably for
the same reason as for homeowners: young peoplesardikely to have access to public rental
housing and the discount of rent is based on trasyef employment (which favors older
employees). Compared to groups with elementargadabr high school education, increasing
education decreased the monthly rent. However, wdwrtrolled forhukou status, education
does not make too much difference. Those with gaschool educations paid more than those
who only got through elementary or junior high salhdt is probably due to the fact that the high
education group tended to rent housing in bettegyhi®rhoods when they were not homeowners.
Differences among other education groups were altieet differenhukoustatus.

Among various occupation groups, it is worth notthgt service workers, who are on the
lowest rung of the income ladder, actually paid tiighest rent per square meter for their rental
homes. Their monthly rent is even higher than wthat managerial groups paid. It is very
unlikely that service workers' living conditionseamproved by paying more. If the elite groups
happened to be in rental housing, those workingplablic sectors paid less for their rental
housing, although both groups tend to pay more tdimary workers. | expect that their living
conditions are also better than ordinary workershew controlled forhukou status, the
differences among various occupation groups werallem but the general pattern did not
change.

Singles and households without children paid higleet per square meter for their homes.
Probably singles and households with no childrenléd to live in more central location to be
closer to their jobs and they might also have ddrdgoudget for renting better housing. When
controlled forhukoustatus, the pattern remains. It is surprising thatrent decreases with the
improvement of housing quality. A possible explamats that publicdanweihousing normally
had the basic facilities and the rent was quite. llmacontrast, those poor housing in “village in
the cities” is more likely to charge market prices.

When examining the rent paid by variduskougroups, the most disadvantaged group paid
the highest rents. Inter-provincial migrants witinal hukoupaid 13yuanmore per square meter
than local urban residents, which was the biggéfgrdnt among various social groups. Inter-
provincial migrants with urbahukou paid 11yuan more per square meter. Normally, people

would expect that migrants tend to live in dilapethneighborhoods and thus pay less for their
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temporary rental homes. This analysis shows thatrary to the conventional wisdom, non-
hukoumigrants paid much higher rent per square metar thsidents witkde jureright to live in
Beijing metropolitan area. For intra-urban migrantth ruralhukoy even though they had local
Beijing hukoy they paid more than yuan per square meter more for their rental homes
compared to local urban residents because thepwtagdcess to public rental housing and had to
pay market rents. In contrast, intra-urban migravite urbanhukouonly paid a little more than
oneyuanmore per square meter for their rental housing @ew to local urban non-movers
who were very likely to live in subsidized publiousing.

Due to the data constraints, it is impossible f& tm estimate the real price at the housing
market in order to calculate their pecuniary gédased on the preliminary analysis, it is clear
homeowners who acquired privatized public housiag h significant financial gain because
they paid much less for their housing. For morentlmalf of the Beijing citizens, being
homeowners was still beyond their reach. However, those who did not have a de jure
citizenship, or have a second class rural citizgnshey had to bear more cost to live in the city

even though they needed cheap rental housing maredther social groups.

5.4 Conclusion and Discussion

The analysis in this chapter has shown that Chimaissition to a market-oriented society is
not a straightforward replacement of the socialystem with market institutions as happened in
the socialist transition of Eastern European coesind the former Soviet Union. Instead, it has
preserved social benefits for the elite group witkthe “socialist” system, while putting the
disadvantaged social groups into the market to oelythemselves. This chapter partially
supports the “market transition hypothesis” thar¢his an increasing return to higher education.
However, thehukou status offsets the effect of education. This dtasen divides urban
residents working in monopoly sectors from thosekimg outside those sectors for the first time
and convincingly supports the “persistent power’pdiyesis. By using ordinary workers
working outside monopoly sectors as a referencaugrdhis dissertation found that the
managerial group and clerical workers in monop@gtar all had significantly better housing,
while paid less for it. The analysis on housinfjedence among various occupation groups has
shown that those working in monopoly sectors hateb&ousing while paying less for it. Even

when controlled fohukoustatus, their advantage was still significant. M/market elites can
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gain access to reasonable housing through payimg fapit, social groups at the bottom rung of
the market system suffered poor living conditiortslevpay higher prices at the same time.

Through examination of variousukou groups, this chapter has shown thatkou still
significantly influenced residents’ housing sitoas. The difference in living space between the
non-hukou migrants with ruralhukou and migrants with local urbanukouwas huge, much
larger than that between occupation groups. Rusalmikou migrants had the worst housing
guality and were least likely to buy housing on mharket, due to the poor economic capacity. In
addition, they were also the least likely to liveaffordable housing, privatized public housing,
or subsidized public rental housing. Without lobakoy public subsidized housing is not open
to them even though many of them need affordablesing more than othdnukou groups.
Moreover, despite their poor living conditions, Aawmkou homeowners paid much more per
square meter for their housing than did local urkesidents. Among renters, it was also rural
non-hukou migrants with rurahukou paid the highest rents. In contrast, local urbesidents
paid the lowest rents, probably because they cacddss public rental housing.

Overall, while the emerging market provides resisewith strong economic capacity
opportunity to pay for better housing on the mariaise who benefited a lot during the socialist
pre-reform period continued to be on the advantgmesition in terms of housing. On the other
hand, normhukou migrants, while being granted the right to moveBwjing were deprived of
local citizenship and excluded from government glies. Therefore, they had to pay high
market prices for their housing which was in poocenditions compared with that of the
advantaged groups. Next chapter will show thahihesing advantages of the groups favored by
the “socialist” system are beyond sizes of livimgpse, tenure types and housing costs, but

spatial as well.
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Chapter Six Spaces of Inequality

Different from other commodities, housing is immebiTherefore, housing inequality is not
only social and economic, but also spatial. As shawChapter 4, households living in different
neighborhoods have different accessibility to défe schools and other public facilities. In
addition, concentration of social groups with pbowusing can lead to residential segregation.
Studies on Western cities have shown that resiaesggregation of disadvantageous groups has
caused high unemployment rate, high crime rate aor pneighborhoods and low social
integration. It also has significant implicatiors ihdividual and group social mobility (Bell,
1954; Duncan & Duncan, 1955; Massey and Denton8;188&arles, 2003). As explained earlier,
the majority of urban residents lived ganwei compounds where they worked during the
socialist period. As a result, the urban socialkcepaas divided by varioudanwej instead of
divided by socioeconomic status of various sociaugs as that in Western cities. As an
extension of Chapter 5 which focuses on individaa€l housing inequality, this chapter aims at
exploring the spatial dimension of housing inedyalas well as the residential spatial
differentiation/segregation of disadvantageous gsou

The data used for spatial analysis in this chatedso based on 2000 population census.
Different from the dataset used for Chapter 5,dataset used for this chapter is aggregated data
at thejiedao level (sub-district) with spatial informatidh Using the boundary of metropolitan
area delineated by Chan and Forstall (2013), thapter first examines the spatial pattern of
households with crowded living situation as welliasspacious living situation. Further, this
chapter will explore factors influencing the spbatiancentration of households in either crowded
or spacious living conditions with factor analysit©ie second section of this chapter examines
the degree of social segregation in Beijing metlitgoo area. Finally, this chapter examines the
spatial pattern of residential differentiation/ssgation of disadvantageous groups.

8" The spatial units in this dataset do not matchihe exactly because this map was made before @@iD8ome
jiedao are divided while others were merged. Ireotd make the spatial units in the population usrtataset
match the base map, | made adjustment in bothehsus dataset the geographical units in the bapdsaa
Appdix 1 for details).
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6.1 Spatial Pattern of Housing Inequality

6.1.1 Descriptive Analysis of Spatial Patterns of lising Situation in Metropolitan Beijing
Housing inequality can exist in many forms, suchinasg space, the quality of housing and
so on. Due to the data constraints, this sectidg eramine the spatial patterns of housing
inequality in households’ living space. In accorciamith Chapter 5, | use 12 square meter per
person as cut-off point of crowded living. Figurd 8hows the spatial pattern of households in
crowded living situation in the Beijing metropohtarea. The spatial autocorrelation analysis
shows that the distribution of households livingcnowded housing in metropolitan Beijing is

clustered spatialfy.

8 The spatial autocorrelation analysis shows thatad's | index of population living in crowded lign
environment is 0.21, and the associated Z scd@d®is standard deviations. It is significant at dézel.
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Figure 6.1 The Spatial Pattern of Households wittm@ed Living Situation
We can roughly identify three concentric zones tame Figure 6.1. It is a little surprising
that the concentration of households in crowdethdjsituation in the inner concentric zone,
consisting of the four central districts, was lowban that of other regions of the Beijing

metropolitan area. It is probably because thishie tegion which has been experiencing
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population loss since the 1980s (Zhou, 1997). Emevated and newly constructed housing for
wealthy families are usually large units. Only hetluslds still living in public housing in the
central districts were likely to have crowded ligispaces. Counting the concentric zones from
the central (inner) districts out, the second oaé & slightly higher percentage of households
living in crowded situations than the first zonet tstill lower than average. The third zone
consisting ofjiedao at the fringe of the Beijing metropolitan area readarge percentage of
households in crowded situations. Further analgsmns that this zone was also the area with
the largest proportion of namikou migrant workers in private rental housing. Duetheir
constrained access to public housing by their datsikoustatus and their low income, many of
them ended up living in crowded housing at the mrivange (See Figure 6.2; there is more

discussion on the distribution of ndwkouresidents later in this chapter).
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Figure 6.2 Percentage of NtwkouResidents
While Gu and Shen (2003) suggest that the inngrisibne region that typically has crowded
living environments, this analysis does not supploeir argument. It was because a lot of old
residents moved out of the old housing stocks ose¢hcentral districts and the high housing

prices prevented new residents to move in newlysttanted condominiums in large numbers.
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Hotspot analysis (Appendix 2) further confirms tieneral spatial pattern shown in Figure 6.1.
However, the southern part of the third zone isstatistically significant.

| use 40 square meters per person as the cutting fipo spacious living situation since very
few households had living space greater than figtire 6.3 shows that the inner districts had
relatively lower percentages of households livimg spacious living situations. Figure 6.3
illustrates the spatial pattern of households wsffacious housing. We can identify four
concentric zones in the map. The spatial autoatroel analysis shows that the spatial pattern is
clustered®. The central zone consisting of most of the foentral districts had lower than
average percentage of households living in spacimrsy environments. Due to its prime
location, the housing prices were quite high. linslerstandable that very few households could
afford spacious homes there. Further analysiseptipulation in this zone shows that there is a
large number of old people with low education, wiere either in private housing or allocated
public housing. These housing units were less \likel be very spacious. The second zone
outside the first zone was the one with the largestentage of households with spacious living
environments. My speculation is that there was emdugh supply spacious housing in the
central districts. Therefore, a lot of well-to-danfilies tended to live in the second zone enjoy
both spacious housing and a relative central lonafThe third zone had a lower percentage of
households in spacious homes than the second partebly due to the fact that the location
was less desirable by the wealthy families andeteare more ordinary households living there.
The outer zone had the lowest percentage of holdseho spacious homes, because this zone
had the highest percentage of households withaal lukoy which had to pay high market
prices for their housing and thus were less likelpe able to afford spacious homes (Figure 6.2).
The hotspot analysis (Appendix 3) confirms the galnpattern with four zones. Similar to that

of the crowded housing, the southern part of Bgijimetropolitan area failed to be significant.

8 The spatial autocorrelation analysis shows thatas | index is 0.2 and the associated Z scove64 standard
deviations. It is significant at 0.01 level. In ethwords, we can be 99% sure that the spatialrpatfeclustering is
not random.
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Figure 6.3 The Spatial Pattern of Households irclepa Housing

6.1.2 Statistical Analysis of the Spatial Patterns

After the descriptive analysis, | further conducgtgression analysis (see Appendix 4 for the
descriptive statistics of variables and explanaiohvariables). Different from the dataset used
in Chapter 5, the dataset used in the statistioalyais in this chapter has geographical
information {iedao information). Therefore, | can directly selecjeiao data within Beijing
metropolitan area from the full dataset with aliraistrative districts.
6.1.2.1 Statistical analysis on crowded living siitions

Because most of the dependent variables are higihiselated with each other, a factor
analysis is conducted in order to generate unaieelfactors. In addition, the variables: total

population, percent of households in economicakshmuand percent households in commodity
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housing are not correlated with the dependent birizrowded living; therefore, | exclude them
from the factor analysis. Factor analysis showd trdy the variables Percent Government
Officials and Unemployment Rate have communalisesre below 0.7 (see appendix 5). But
they both have communalities scores greater ti@nahich is not extremely low. | assumed that
the percentage of government officials and the yleyment rate have strong influences in the
percentage of population living in crowded livingveonments. Therefore, | kept these two
variables.

When examining the factor loading of each variatile, majority of the variables have high
loading in factor 1, while factor loading on ottiactors do not have many high loading variables,
which makes it hard to interpret. Therefore, linélan orthogonal rotation method, Varimax, to
rotate the factors. The goal is not just generatamgors with simple structure, but also getting
uncorrelated factors. It is easier to interprehtbther orthogonal rotation methods.

After the rotation, the loading distribution is nhubetter (see Appendix 6 for the loading
table and explanation of naming the factors obtjinBased on the loading, | obtained four
factors:Social Elites Senior in Public Sector Local ResidentsandUrban Poor.

After generating the uncorrelated factors, | con@ueegression analysis on the percentage of
residents living in crowded environments with thdeer factors generated through factor
analysis (Table 6.1). The model is significant &fdis 0.749. All independent variables are
significant at 0.001 level, indicating a very go@itl Since the independent variables are
synthesized variables, the regression is not vaphisticated. But we can still get a general idea
of the factors causing inadequate living spaceeBam the coefficient, being senior workers at
public sectors had the strongest advantage of engpliving in a crowded situation. They were
not only allocated free apartments, but normallghwnore living space than junior workers.
Being social elites in both private sectors andlipudectors also lowers the probability of living
in a crowed situation. The variables with high riegaloading on the Local Residents factor
factor also means a higher probability for workarsl households with agriculturalkou to
reside in crowded housing. While public discounsggests thahukouis no longer important in
cities, the analysis here shows that Iduatoudid provide advantages in avoiding crowed living
environments. On the other hajiedao with a large percentage of urban poor were mduedyli

to concentrate a large percentage of householdsowded living environments. Since urban
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poor had little ability to access resources throegher the public sector or the market, they
were more likely to end up in crowed living sitwats.

Table 6.1 Regression Analysis on Crowded living @odcentration of Social groups

Independent variables Crowded living
Constant 4.,122%**
Social Elites 47O
Urban Senior in Public Sector -.882%**
Local Residents -.428%+*
Urban Poor 176***

Examining the residues shows that the distribut®mot random (Appendix 7). There is
under-prediction injiedao in the southern part of Haidian district and thatimern part of
Chaoyang district, and over-predict in sofieglao in Daxing district within the metropolitan
area. Spatial autocorrelation analysis further icord that the distribution of residue is clustered.
The Moran’s | is 0.07 and it is significant at 0.&Yel. In other words, the spatial pattern of
residue is clustered and there is less than 1%cehtdmat this pattern is so by chance. Therefore,
it is reasonable to suspect that the local vanatesult in the spatial cluster of residue. In Bejj
the northern part of the metropolitan area is tradally more desirable than southern city and
more residents live in northern districts of théy cand therefore, the more crowded living
environment in northerjiedao. Therefore, | conduct a geographically weightegression. R
square of regression increased from 0.749 to 0.91% residue geographically weighted
regression is randomly distributed this time. Inliidn, Moran’s | of residue by geographically
weighted regression is 0, further confirming theg standard residue is randomly distributed. In

other words, the spatial pattern of crowed livipgee is influenced by local factors.
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Figure 6.4 Local Rof Geographically Weighted Regression on HousehinlcCrowded Housing
The geographically weighted regression uses @adho and its nearby neighbors to run a
regression. Since the sizesjmdao in Beijing metropolitan area are not even, | uséxad
number of neighbors instead of a fixed distancecomduct the geographically weighted
regression. Figure 6.4 shows the locabRthe geographically weighted models. We cartlsae
the fitness of the models varies across the melitapcarea. Using the Fbased on the global
model as a benchmark, we can see that the geogaflglweighted model explains very well in
most of the metropolitan area. Ev@daoin the central city where the model predicts s
than the global model, it explained more than sp#ycent of the crowded living situations,
which is a reasonable job. For the majorityjieflao in metropolitan Beijing, the Ris greater
than 0.75. In other words, the four fact@scial Elites Urban Senior in Public SectorsLocal
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Residentsand Urban Poor explain more than seventy-five percent of the iapgatterns of
households living in crowded environments in mokthe Beijing metropolitan area. In the
central city and the east fringe of the metropolasea, more than sixty percent can be accounted
to the four factors. In the four inner districtsmight be that due to the high housing priceseher
even social elites lived in rather crowded livingvigonment there. In contrast, the housing cost
was much lower in southern districts suchFamgtai and Daxing Therefore, disadvantaged

groups might have relatively more living space.
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Figure 6.5 The Spatial Distribution of The Coefficf of Social Elite
In order to better understand how the four faciofisience the concentration of households
living in crowded dwellings in different regions die Beijing metropolitan area, | further

examine each of these factors. Overall, t valugbefirst factorSocial Elitesare negative in all
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jiledaoin metropolitan Beijing, indicating an inverseatbnship of high concentration of social
elites such as well-educated government officed pimofessionals and a large percentage of
households living in a crowded living space. Basedhe Fortheringham significant test, | come
up with three threshold values for the test: 1.gi@nificant at 0.05 level), 2.610 (significant at
0.01 level) and 3.359 (significant at 0.001 leV&l)The Social Elites factor is significant at
0.001 level in almost all of the Beijing metropalitarea (see Appendix 8 for the distribution of t
valuef™.

Judging by the distribution of the coefficients tife Social Elites factor, the high
concentration of social elites was even more likelyesult in a low percentage of households
living in crowded environments than predicted be tilobal model in most of the Beijing
metropolitan area (figure 6.5). It suggests thaemvitonsidering local variations, the high
concentration of social elites is more likely tesuk in low concentration of households in
crowded living situations. Since the Social Eligetbr also includes workers and those living in
self-built housing with negative loadings, the Ergoefficients also mean that those residents
were more likely to live in crowded living envirommts than predicted in global model.
However, in central districts and the south parthef metropolitan area, a high concentration of
social elites had less influence in the concemmadf households with inadequate living than the
global model predicts. In other words, the conaditn of social elite households did not result
in a concentration of households living in crowdeausing as low as predicted by global
modeP? The northern part of Beijing metropolitan aredistorically more desirable and there
were a lot of employment opportunities. Therefdine, housing prices are higher in north Beijing

which, constrains the worker group from accesspac®us housing. On the other hand, in the

9 use Fotheringham Significance Test to examine whether or not the independent variable is significant. The formula is:

Fortheringham= (04 . Here, ¢ is the significant level; p. is effective number of parameters; n is the number of cases; and

P
1 _ e
+ pe np

p is the number of parameters. Then conduct t test using Fortheringham as the threshold.

% The significance level is relatively lower in thentral city as well as Daxing district within thretropolitan area.
It might be because most parts of the centralisitile Forbidden City and Tiananmen Square ane there very
few residents there. Similarly, the south parthef Beijing metropolitan area is traditionally leesirable. In
addition, since the living situation is not verydda Daxing district as a whole, the differencesa@en social elites
and the rest of residents there are slight. Fumbeg, agiedaoin Daxing district which are inside the metropatit
area are relatively small, it might influence titadss due to the small number of observationeérsample.

2 Since | choose the area with t value significart.@5 level, therefore, it is 5% probably that teenparison
results between the coefficients in local regrassind those in global regression is caused by ehanc
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central districts, the housing prices are extreniméd)h so that only very wealthy residents can
afford spacious housing there. In addition, soma& pesidents living in private housing obtained
from their parents or residents in public rentalising may not be extremely small. Therefore,
the difference between the social elite and wok@up is smaller than that in north of the
metropolitan area. Similarly, the advantage of dwvgj crowded living environments is less
strong than the global model predicted. | expeat thwas because the housing prices were
lower in the south of Beijing and therefore the lmwome worker group could afford to live in
larger homes there.

Since the coefficients of th&rban Senior in Public Sector factor in geographically
weighted regression are all significant at 0.00&llen the metropolitan area, indicating a high
fitness of this variable, | do not examine the risttion of t values associated with this factor.
Figure 6.6 shows that thdrban Senior in Public Sectorfactor actually has smaller influence in
the concentration of households living in crowdedienment than predicted in the global
model in most of the metropolitan area, judginghuy fact that local correlation coefficients are
smaller than that in the global model (-0.882) iastnof the metropolitan area. However, in the
western part of metropolitan Beijing as well asteaaf Changping district, being an urban senior
provides much advantage in avoiding living in awmled home. This is quite reasonable, since
there was a large economic housing project in thehsof Changping district which was only
available to those with a Beijing urbankou Outsiders have no chance to take advantage of the
relatively low cost public subsidized housing tgnove their living situation. In addition, there
are a lot of universities and research institutested in the west of the Beijing metropolitan
area, and seniority is very important in accesgglic or danwei subsidized housing for
employees in universities and research institut@s.the other hand, the concentration of urban
seniors in public sector has especially low infliceion the incidence of a high concentration of
households living in crowded situations in the eaatt of metropolitan Beijing, including
Dongcheng district and the central part of Chaoydistyict. It is probably because the relatively
high housing prices and fewer publicadanweisubsidized housing projects available in the east

of the Beijing metropolitan constrains the advaatafjurban seniority to some extent.
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Figure 6.6 The Spatial distribution of the Coeftiti Senior in Public Sector

Based on Fortheringham'’s significant test, ltlbeal Residentfactor is significant at 0.01 all
across the Beijing metropolitan area. Thereforealdo only examine the distribution of
coefficients associate with this factor in the wh@eijing metropolitan area (Figure 6.7). The
influence ofLocal Residentsfactor varies a lot in Beijing metropolitan aréksing coefficients
from the global model (-0.428) as the benchmark, ca@ see that the concentration of
households with locahukou has an even larger influence in decreasing theerdration of
households in crowded environments in most of tegirg) metropolitan area than predicted in
the global model. Especially, the high concentratad households having non-lochukou
increased the percentage of households of livingramvded dwellings even more in the part of

Shunyidistrict within the metropolitan area. This arsalacated at the fringe of the Beijing
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metropolitan area and was incorporated within thmEm boundary relatively recently. A lot of
local residents were agricultufaikouholders who were very likely to live in spaciowfsuilt
housing. On the other hand, it was also an arda aviarge number of migrant workers without
local hukoy who were very likely to rent small dwellings digethe cheap rent. Examining the
map carefully, we can see that there is a smalisfiwi” in theJiangtai diquin Chaoyangdistrict.
This area was a typical “villages in the city” withany migrant workers working in the
industrial park in this area; the situation is qutmilar to that irSBhunyidistrict’.
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Figure 6.7 Distribution of the Coefficient of Lodaksidents Factor

93 sjiangtai diqu”, retrived from: http://www.jiangtajov.cn/fengmao.asp
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Figure 6.8 shows the distribution of coefficienssaciated with th&rban Poor factor in the
Beijing metropolitan area (The distribution of thevalue associated with thdrban Poor
factor is shown in Appendix 9). Except for the outljdao Balizhuang and Wanshoulu, not
only did the concentration of urban poor in thetdnof Chaoyang district and Tongzhou
district within the metropolitan area have a higsignificance level; they had a stronger positive
influence on the concentration of households Iimgrowded accommodations than the global
model predicted (the coefficient in the global mdded.176). This area is Beijing’s CBD with a
lot of companies’ headquarters. In addition, fonegmbassies are also located in this region.
Therefore, it is a region with a large number ajhthincome households. The housing prices
were also high. This region is not confined withine administrative boundary of Chaoyang
district, but extends to the adjacent area in Thngaistrict. On the other hand, this region also
concentrated a lot of poor residents who used tdkwo heavy industry from the big-push
industrialization period before the economic refoiithe heavy industries had been moved out to
the suburb and those old employees were eitheedetiith low salary or laid off. An example is
Jiuxiangiao jiedao discussed in Chapter 4. The high housing pricesethmade the poor
households even more likely to live in crowded aiton.

The northern and western part of Beijing metropaliarea had local coefficients lower than
those based on the global model. Compared to thsitg prices in CBD, housing prices in this
region was cheaper. Changping district in the noftlthe Beijing metropolitan area had two
large economical housing projects, Huilongguan @rahtongyuan, which not only provided
affordable housing but deflated the housing pricear the projects. They made housing more
affordable to poor households. In the west of Beging metropolitan area, Haidian district
accommodated a lot of universities, research utest ministries and other public institutions
which provided public or semi-public housing toithemployees. Even though some of the low-
end employees had low income, their housing mighit me very crowded. Capital Steel
Company was previously located in Shijingshan iistwith a large number of employees.

While it has moved out to the urban fringe a lottefemployees, many of whom are quite poor,

94 The t value suggests that in Balizhuang and Warls jiedao in Haidian district, the concentratadrurban poor
actually decreased the chances of living in crowd®asing because the t values are negative. Howaveording
to Fortheringham Significant Test, this factor @& significant. The Urban Poor factor is signifitémthe rest of the
Beijing metropolitan area at 0.05 level or higharDongcheng and most of Chaoyang district, itvisresignificant
at 0.001 level. The positive t values indicate thatconcentration of urban poor was positivelyasged with
concentration of households living in crowded liyisituations.
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still live there in the allocated public housingheir living situation was not as bad as those with
similar incomes who had to obtain housing through nharket. Therefore, in these areas, the
concentration of poor did not correlate with higincentration of households living in crowded
environment as the global model predicted.
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Figure 6.8 The Distribution of the Coefficient ofidin Poor Factor

6.1.2.2 Regression on Households in Spacious Hougin

The analysis above tries to examine the factofsctuased the concentration of households in
crowded living environments in some areas of thgrBemetropolitan area. In this section, |
plan to analyze what factors caused the concenrtrafi households in spacious housing. | define
spacious living space as having more than 40 squaters per person of living space. Similar to
the situation of crowded housing, the majority afiables are correlated with each other.
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Therefore, | again conduct factor analysis withatales correlated with the dependent variable:
the percentage of households in spacious housmmn@inalities of factor analysis show that
the percentage of government officials and thegeeage of clerk are below 0.7 (Appendix 10).
Since it is interesting to see how the housingasidus differ among people employed in the
public and private sectors, | decided to keep thmmfactor analysis.

The component matrix suggests that three factarg eaough information. The scree plot
(omitted here) also shows that the first threedi@chave Eigenvalues greater than 1, which
satisfies the prerequisite of factor analysis. Heevefurther examining the variable loading in
the component matrix, | found that the majorityiaales have high loading on the first factor,
which makes it hard to interpret. It is necessargotate the factors in order to get factors which
are easier to interpret. Therefore, | conduct Vaxmotation which is a good compromise
between easy to interpret and uncorrelated. Basedtated component matrix (Appendix 11), |
obtained three factorS§ocial Elite, Senior in Public SectorandService worker.

After generating the three uncorrelated factocgriducted a regression analysis of the
percentage of households with spacious living spattethese factors (table 6.2). The R square
is 0.489 and all variables are significant at 0.@¥el. As expectedsocial Elite andSenior in
Public Sectorare positively related to the percentage of hooisishwith spacious living space.
The analysis also shows that the concentratioemice workers is negatively associated with
the concentration of households with spaciousdj\apace. Service workers are not only low-
rank employees, but mostly in the private sectbeyTare disadvantaged both in economic sense
due to their low purchase power and also in terhpohtical power to access resources through
public channels.

Table 6.2 Regression on Spacious living and Conaton of Social groups

Independent variables Spacious livirg
Constant 23.726™**
Social Elites 5.854***

Urban Senior in Public Sector 3.845%**

Service workers -6.008***

The residue of the regression shows that whilentbelel does a fair job in predicting the
outer suburban areas, there is a cluster of owatigtion in the central districts, while under-

predicting the inner suburbs (Appendix 12). Thetigbautocorrelation analysis of the residue
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shows that the spatial pattern is clustéted@herefore, | conducted a geographically weighted
regression. After the geographically weighted regi@n, the distribution of residues is no longer
clustered (Appendix 13). R square is 0.706, whishai significant increase. The spatial

autocorrelation analysis further confirms the visepresentation. The Moran’s | is -0.02 and it

is not significant, indicating that the distributics randomly distributed.

Similar to the GWR model on percentage of househwictcrowded housing, the distribution
of R? of the model on spacious living space also vahesughout the Beijing metropolitan area,.
Using 0.489, the Rvalue from the global model as a benchmark, thisehbas a better fit in
most parts of metropolitan Beijing. The distributiof local R square shows that the three factors,
Social Elites Urban Senior in Public Sector and Service Worker explain the spatial
concentration of households in spacious housingaslty well in the northeast of the Beijing
metropolitan area, as well as north of the cermityl(Appendix 14). This model has a poorer fit
than the global model only in a small area in saettt of the metropolis.

Next, | examined each of the factors in the GWR ehoBased on Fortheringham significant
test, t values associated with the first variaBlecial Elite factor is significant at the 0.01 level
or greater in areas east of the central distriots @n the north of the metropolitan area (the
distribution of t value, see Appendix 15). It igrificant at 0.001 level in the north of Chaoyang
district and almost ajledaoin Changping district on the north of metropolitmea®.

Figure 6.9 shows the distribution of coefficientslte Social Elitesfactor. We can see that
for jiedao significant at 0.05 level or above, only two haaefficients smaller than 5.854, the
coefficient from the global model. In most of thetnopolitan area where ti&ocial Elite factor
is significant, the concentration of the sociateeljroup was even more likely to be associated
with a high percentage of households in spacioussihg than predicted in the global model.
There are two hotspots with especially large cogiits, both of which are located in Chaoyang
district. One is Nanmofang diqu and the surroundanga. The second one is Taiyanggong,
Maizidian diqu and the surrounding area. Both o ttvo areas were “villages in the city”

accommodating a lot of migrants. The large coedfits associate witBocial Elite factor means

% The Moran’s | index is 0.19 and it is significat0.01 level.

% Social Elite factor is inversely related with g in spacious housing in east, west and southeofrtetropolitan
area as well as in the central districts. Howetrer relationship is not significant based on Faitigham
significant test.
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that the advantage of being government officialprofessionals there was especially significant

in obtaining spacious homes.
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Figure 6.9 The Distribution of Coefficient of the@al Elites Factor

Figure 6.10 shows that all the coefficients asgediavith theUrban Senior in Public
Sectorfactor are greater than that in global model (3)8%imilar to theSocial Elitesfactor, the

relationship between the concentration of urbamosemand living in spacious housing was
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complicated, some areas having negative t valude wthers had positive ones (for the
distribution of t value, see appendix 16). Howewaeeas with negative t values are not
significant according to Fortheringham significéesdt. In areas where the geographically
weighted regression are significant in, all coédiints of theUrban Senior in Public Sector

factor are greater than that in global model (thefficient is 3.845 in global model). These
jledaoare all located at urban fringe where local resisieould build their own home. In
addition, seniors in the public sector were mdtelyi to have access to more spacious publicly
subsidized economic housing, the early projectstoth tended to be spacious, since the length
of service in the labor market is one of the faxtetermining one’s eligibility to the different
sizes of housing units. | would argue that the ath@es of urban seniority in terms of access to
more spacious housing are all derived from thei&ist’ institutions rather than the market

mechanisms.
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Figure 6.10 The distribution of Coefficient of tbieban Senior in Public Sector

Finally, I examine the Service Worker factor. Mo$tthe metropolitan area has positive t
values associated with this factor (Appendix 17Qwidver, they are not statistically significant.
T values associated with this factor are not sigaift in the central districts. It is probably
because this is the area where housing pricesigineahd there were not many spacious housing
units there. It is quite understandable that thel@hcs not significant in the urban core because
there were very few service workers living theree do the fact that housing prices were
extremely high there. For the urban suburban atbasrelationship between the concentration
of service workers and that of households livingpacious homes is rather complicated because

this model does not control for lodalikou | assume that a lot of local residents with belilt
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housing at the urban suburbs are service worketghair living situations were very different
from migrant workers.

Figure 6.11 shows the spatial distribution of locakfficient associated with the service
worker factor. The spatial pattern is quite simitathe distribution of t values. It is very unliie
for service workers to live in spacious accommamfetiin the area surrounding the urban core as
compared to other social groups due to the higlsingyrices in that area. Moving outside from
the center, while service workers are still led®lii to live in spacious housing units the
relationship becomes weaker. | expect this spa@diern is directly related with the housing
prices. The closer to the center, the less likabt those low income service workers live in

spacious housing units.
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Figure 6.11 The Distribution of the Coefficientthe Service Worker Factor

6.2 Residential Segregation in Metropolitan Beijing

Residential segregation, especially segregatioth@Blacks from the Whites is considered
as a persistent aspect of racial inequality in Westountries (Charles, 2003; Rugh and Massey,
2010). The spatial inequality usually related tongnather social inequalities in Western cities

such as different job accessibilities, job-homemaich and so on (Kain, 1968, 1992; Gordon

and Kumar, 1989; Holze and Sjoquist, 199reston and McLafferty, 1999). In contrast, the
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public housing dominant system during the socigtistiod led to relatively homogeneous
clusters of celluladanweicompounds in various Chinese cities, quite diffefeom its western

counterparts. In the reform era, the emerging mgusiarket provided urban residents freedom
to choose their own housing. However, residenigragation in Chinese cities has not been
well studied. Using index suggested by Massey astdh (1988), this section aims at exploring
the new sociospatial landscape through examiningtlvdn residential segregation existed in

metropolitan Beijing.

6.2.1 Different Dimensions of Residential Segregat in Beijing Metropolitan Area

There are various ways to measure different dinoeissof residential segregation. The most
widely known are the five dimensions suggested lagd¢y and Denton (1988). In this chapter, |
calculated the evenness index, exposure index amceatration index that Massey and Denton
(1988) recommendél The Area unit for the analysis jedao (sub-district). The evenness
index measures weather minority group and majayigup are distributed evenly in a given

region; the exposure index measures the degreeotehtal contact of minority group and

97 According to Massey and Denton (1988), the imelgtx for the evenness dimension is the dissintjlamidex,
calculated as:
D= 3" [tlpi— PI/2TP(1 - P)],
where ti and pi are the total population and mityquroportion of areal unit i; T is the populatisize and P is the
minority proportion of the whole city, which is dlisided into n areal units. This index varies bedaw® and 1. It
represents the proportion of minority members watld have to change their area of residence t@aelan even
distribution, with the number of minority membersving being expressed as a proportion of the nuriizr
would have to move under conditions of maximum sgation.
The index suggested to measure exposure dimerssthe interactive index, calculated as:
«Py = Xiq[xi/X1[yi/ti],
where xi, yi and ti are the numbers of X membersyé&Mmbers, and the total population of unit i, respely, and X
represents the minority members city-wide. It vabetween 0 and 1. It can be interpreted as tHeapility that a
randomly drawn X-member shares an area with a meofbé
The concentration dimension is measured by relatiwveentration index, calculated as:

_ (L&) [Z2(70)]
reo= {[zizl(%] - 1}/ {[zzznzc;—zf)] - 1}'
where geographic units are ordered from smallelstrigest in areal size, and nland n2 refer to iiffepoints in the
rank ordering of areal units from smallest to latgel is rank of the tract where the cumulativtaltpopulation of
areal units equals the total minority populatioritef city, summing from the smallest unit up; apdsrthe rank of
the tract where the cumulative total populatiomwits equals the minority population totaling fréime largest unit
down. T, equals the total population of tracts from 1 fpamd T, equals the total population of tracts froptan. {
refers to the total population of area and X isrthenber of minority group X members in the cityidimdex takes
the ratio of X members to the Y members concemtnagind compares it with the maximum possible
would be obtained if X were maximally concentraded Y minimally concentrated, standardizing thetigum so
that the index varies between -1 and 1. A sco@mgans that the two groups are equally concedtraterban
space. A score of -1 means that Y's concentratioaezls X's to the maximum extent possible, andeesaf 1
means the converse. The relative concentratiorxintEasures the share of urban space occupied lyitgigroup
X compared to majority group Y.

224



majority group; and the concentration index measuihe degree of concentration of minority
group. Different from the experiences in Westertresj central city in China is still the most
desirable location. Therefore, | dropped the inagxcentralization they suggested, which
measure the concentration of disadvantageous growgestral city. Due to the fact that | do not
have an accurate base map to calculate the distéeteeen eaciedao, this chapter does not
calculate the index of clustering either.

Table 6.3 shows the score of the indexes. | exaimwesegregated the disadvantaged social
groups is from the rest of the population in medidan Beijing. Hukou is an important
institution discriminating groups without local amhukou from accessing social welfare in
localities in stay. | also examine whether low eated group, a disadvantaged group suggested
by the market transition theory, is spatially isethfrom the rest of population. In addition, with
the emergence of housing market, we gradually sesnaentration of the elderly in old housing
stock. | aim at showing whether there is residésggregation of urban elderly. Finally, studies
in Western cities found that unemployed residentsst of whom were Blacks, tend to be
trapped in dilapidated neighborhoods in centray.cithis section also tries to see whether
unemployed residents were segregated from othealsgooups in metropolitan Beijing. |
divided metropolitan Beijing into three regionsnan city, inner suburb and outer suburb. Inner
city refers to the four central districts: DongcgeXichang, Xuanwu and Chongwen districts;
Inner suburb refers to the four districts just adsthe inner city in the metropolitan area,
including Chaoyang, Haidian, Fengtai and ShijingsHastrict; Outer suburb refers to districts
outside the inner suburb within the metropolitaeaarincluding part of Daxing, Tongzhou,
Shunyi and Changping district.

Table 6.3 Residential Segregation indices for Ragglin Beijing Metropolitan Area

Segregation whole inner inner outer
Dimensions city city suburb | suburb
Non-local 0.244 0.076 0.234 0.211
Low educated 0.222 0.003 0.240 0.202
Evenness
Elderly 0.159 0.003 0.151 0.107
Unemployed 0.251 0.165 0.195 0.394
Non-local 0524 | 0150 | 0.489 | [HEEH |
Exposure Low educated 0506 | (88| o0.513| 039
Elderly 0.865| 0.837| 0.873| [HIE8A |
Unemployed 0.009 0.031 0.014 0.093
Concentration Non-local -0.138 -0.043 -0.273 0.239

225



Low educated -0.587 0.054 | -0.555| -0.091
Elderly 0.200 0.177 -0.008 0.007
Unemployed 0.045 0.059 0.016 0.095

Previous studies suggest that the scores abovar@.6onsidered high, scores between 0.3
and 0.6 indicate a moderate level of residentigiresgation, while those under 0.3 are low
(Denton and Massey, 1988; Alba, et al., 1995). $beres of evenness index show that the
disadvantaged groups were generally evenly diggthuThe distribution of unemployed
residents was slightly unevenly distributed thaheotdisadvantaged groups in metropolitan
Beijing. Especially, the evenness score of unengaoyesidents is 0.394 in outer suburban
districts, suggesting that we have to move 39.4%ra@mployed residents in outer suburb in
order to reach an even distribution of this grodiphough the previous section showed that the
percentages of unemployed residents were low, tivbsewere unemployed tend to live together.

In terms of the exposure of disadvantageous groufiee rest of the population, unemployed
residents actually had good contact with otheidesstis, compared to other disadvantaged groups.
The elderly had the extremely bad situation, egtlgcin outer suburbs. Although the absolute
percentages of elderly were not very high in ostdsurb, they were quite isolated from other
groups. It is probably because young people mowgdbthe old housing stocks, leaving old
residents behind. There was moderate exposure gomnolfacing low educated residents,
especially in inner city. The high exposure scarggests that the small number of low-educated
residents in inner city were quite isolated frone tiest of residents, most likely in those old
hutong neighborhoods. It was due to what McCarthy (198d)ed “accumulation process” in
that residents aged locally without young peoplevimp in. The exposure index of ndmkou
residents was moderate high overall. The degrésotd#tion was higher in outer suburb than that
in either inner city or inner suburbs, because hokeu migrants were very likely to live in
group separating from other social groups in “géa in the city” at urban fringe where cheap
housing was available.

The residential concentration of disadvantaged ggaudas low in metropolitan Beijing. The
concentration scores for low educated groups werdenately high but negative, except that in
inner city, suggesting that other education groupee more concentrated than the low educated
group. Nonhukouresidents concentrated slightly high in outer shpprobably also due to the

supply of cheap informal housing in “villages irettity”. In contrast, the concentration score of
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non-hukou residents was negative elsewhere in Beijing metiam area, suggesting less
concentrated supply of housing for nbakoumigrants outside the urban fringe. There was also
moderate concentration of the elderly in inner,arinich is consistent with the result shown in
previous section.

Overall, based on the segregation indexes we carthed social segregation does exist in
Beijing metropolitan area, since many segregatioores are greater than 0.3 (Table 6.4).
Especially, the disadvantageous groups had podacowith other social groups, particularly in
outer suburbs. In the next section, | will furthexplore spatial patterns of the residential

differentiation/segregation of disadvantaged grdapsetropolitan Beijing.

6.2.2 Spatial Patterns of Residential Differentiabn/Segregation

As explained in the Chapter lkouis one of the most important institutions deterimgn
urban residents’ welfare in their localities. Thag not eligible to social welfare in localities
they stay without locdtukoustatus. Figure 6.2 in the first section in thiguier shows that the
percentages of nondkouresidents were low in gikedaoin the four central districts, while
jiedaowith the percentage of ndnikouresidents higher than average were located dtitige
of the metropolitan area. Especialljedaowith higher than 1.5 standard deviation (gredtant

64.36%) were mostly “villages in the city” at thénfje of the metropolitan area.
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Figure 6.12 Hotspots of NdmikouResidents in Beijing Metropolitan Area

Figure 6.12 shows hotspots of non-local residentBBeijing metropolitan area. Spatial
autocorrelation analysis suggests that the spatdtern of norfiukou residents is not by
chancé®. Central districts were cold spots with lower tharerage percentages of noukou
residents living there. It is because the majorggidents were either local residents living in
private housing built before the communist China aeturned to owners after the economic

reform, or old workers in allocated housing whided to be private and confiscated during the

% Moran’s | is significant at 0.01 level, suggestthgt there is only 1% chances that the spatia¢pabf non-
hukouresidents is by chance.

228



socialist period. There are two hotspots: one inhnof Beijing metropolitan area and the other
one in south of the metropolitan area. The firdspot in the north is a job center with a lot of
high tech companies there. | expect that this ®@pot with relatively high educated people
working in private companies which were not ableptovide them locahukou The second
hotspot is located in southern part of the Beijnegtropolitan area which was traditional market
place with low-class citizens during imperial pékid\fter an interruption of the socialist period,
this area again concentrated a lot of small privmteiness and service jobs in the reform era,
which attracted a lot of migrants. It is the looatiof the famous Zhejiang village with a large
number of migrants from Zhejiang province doingibess there. | expect that this hotspot is one

with rather low educated migrants which were qgditeerent from those in the first hotspot.
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Education levels have long been believed to redatéhe ability of individuals to access
resources in the market economy. It is reasonableexpect low-educated residents are
concentrated in they may be confined into lessrdela areas due to their low purchase power.
Figure 6.13 substantiate my expectation: low edutatsidents were concentrated at the fringe
of Beijing metropolitan area where exited a loirdbrmal housing provided by “villages in the
city”. The percentages were especially high in¢hset side of metropolitan area. On the other
hand, the central city had low percentage of reggleith low education level. The percentages
of low-educated population in Qinghuayuan, Yuanyaad Yueyuanlgjiedaoin Haidian district
were especially low because thgigelao concentrated a lot of universities and researstitirtes.
Shoudujichang jiedao in Chaoyang districts was aiso outlier with low percentage of
population with low education level. Since it i®tlocation of the capital airport, the population

was rather unusual.
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Figure 6.14 Hotpots of Low-educated Residents iljirBeMetropolitan Area

Hotspot Analysis (Figure 6.14) shows that the sph@iattern is consistent with that shown in
Figure 6.3: there is a cold spot northwest of teet@l districts. It is quite understandable that
this area concentrates a lot of universities aséarch institutes. The hotspot is a long strip on

the east side of Beijing metropolitan area. Spai#tocorrelation analysis suggests that this

spatial pattern is not by Charige

% Moran’s | index is 0.36 and it is significant ab0 level. It means that there is only 1% chanbesthis spatial
pattern is by chance.
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Figure 6.15 Percentages of Elderly in Beijing metidan Area
Studies on spatial pattern of urban elderly shdwas ¢lderly tends to concentrated in certain
region of the cities (Golant, 1992; Allon-Smith,298/cCarthy,1983). Recently, the aging issue
in Chinese cities has drawn increasing attentioomé claims that the Chinese society is
“becoming aging before getting riclwéi fu xian lag’. Although the overall concentration of
urban elderly is not very high, Figure 6.15 sholzt there is a relatively higher concentration of
population older than 60 in central districts. Tercentages are between 14.53%- 18.83% in

mostjiedaoin central districts. Outside the central distjd¢he percentages of old residents were
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quite low. There were a few exceptions in somejieliao outside the central districts with high
percentages of old residents, such as Beixijigtao in Shijingshan district, Jiuxiangig@edao

in Chaoyang district anHeyi jiedao in Fengtai district. Beixin’an used to ateoodate Capital
Steel Company which was moved to the outskirt,ifeptaehind a lot of old employees in the old
danweihousing. Similarly, Jiuxiangiao used to be an stducenter with many factories during
the socialist period. Most of the factories wemMlraptcy during the reform era, leaving hehind
a lot of old employees in old housing stock théree situation of Heyi is different. It is a
receiving neighborhood for relocated residents f@mongwen district, one of the inner districts,

when it was under revitalization since 1886
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Figure 6.16 Hotspots of Urban Elderly in Metropeti Beijing

10 «Heyi jiedao”, retrived from: http://baike.baidwm/view/2051236.htm

233



Hot spot analysis (Figure 6.16) shows the spat@tepn of the elderly in metropolitan
Beijing. The spatial autocorrelation analysis sggehat there is only 1% chances that this
pattern is by chance. We can see that there is@eotration of the elderly in the central districts
Studies show that the high concentration of elderlthe U.S. cities in the past was due to the
fact that young people left the central city fottbehousing and more job opportunities, leaving
the elderly behind (e.g. Hilther and Smith, 1974;Q4rthy, 1983). In the Chinese context, the
reasons are more complicated. Some poor elderlgiargar as their counterparts in Western
cities. They were trapped in old neighborhood, hees éxample of old residents in Jiuxiangiao
neighborhood discussed in Chapter 4. On the otéwed,hdue to the prime location of many old
danweihousing, some other elderly preferred the goo@ssibility to all sorts of facilities. In
addition, the high housing price excluded youngpbedrom moving in to newly developed
housing due to its prime location. Figure 6.16 akows that there are two cold spot with low
percentage of elderly. Recall the hotspot of hakeuresidents, the cold spots of urban elderly
are largely coincide with the hotspots of rmrkou residents, suggesting a concentration of

young migrants in those areas at the urban fringe.
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Figure 6.17 Percentages of Umemployed Residemtetropolitan Beijing
Unemployed residents here include those older 18awho were looking for jobs when the
census was conducted. Figure 6.17 shows that teployment rates were quite high in the
central districts, although the unemployment ratemetropolitan Beijing were not very high
overall. There are twgiedao with higher than 1.5 standard deviation unemplaymete:
Jiangtaidiqu in Chaoyang district and Dahongmen in Fengtaridistboth of which are urban

villages. Since thespedao had high concentration of migrant workers. Propahbke migrant
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enclave there attracted more and more migrantsrigdkr jobs thereJiedaooutside the central

districts generally had low unemployment rateseemhly west and north of central districts.
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Figure 6.18 Hotspots of Unemployed Residents inrdetiitan Beijing
The hotspot analysis also shows that the centsalicts are a significant hotspot with high

concentration of unemployed residents (Figure 6.8jerms of cold spots, onjyedao north of
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the central districts are significant. Most of tagisdao are “villages in the city” which attracted

a lot of investment to develop light industry aftiee economic reforffi

6.3 Conclusion

This chapter examined the spaces of inequalityeims of the spatial patterns of housing
inequality and residential segregation of disadagebus groups. The spatial distributions show
the concentration of households in crowded livingswmostly at the fringe of Beijing
metropolitan area where a lot of cheap rental mgusras located in “villages in the cities”. |
expect that many of these households have poorssibddy of good urban facilities and
experience long commutes. In contrast, househoitts spacious housing were concentrated in
more central locations, areas right outside thetrakmlistricts. In the central districts, the
concentration was low with both households in creevdhousing and spacious housing. It is
probably due to the lack of cheap rental housimghe poor and lack of spacious housing units
there.

Factor analysis reveals that concentration of tiogas elites, seniors in the public sector, and
urban poor factor account a lot for the concerdgratf households in both crowded housing and
spacious housing, but in opposite directions. lwdlitawh, the concentration of “non-local”
residents also accounts for the concentration afsélolds with crowded housing at the
periphery area of Beijing metropolitan area. Howewhis factor does not influence the
concentration of households with spacious housBwpsistent with the findings in Chapter 4
and Chapter 5, that the factors related to theiddst system”, such as not havihgkouor not
working in the public sector play a significanteah spatial concentration of households in
crowded housing. In addition, the analysis in tthapter also shows that market plays a role to
benefit both the market elite as well as the s@tialites more than other social groups. Wealthy
households without locdiukou can also access spacious housing, which explasdack of
“local residents” factor in determining the concatibn of households in spacious hosing. On
the other hand, the urban poor, including servioekers in the informal sector and unemployed
residents created by the market, are in disadvaategpositions. They are much more likely to

be concentrated at the fringe of Beijing metropaliirea with crowded housing units and less

101 “Houshayu diqu”,
http://www.baike.com/wiki/%E5%90%8E%E6%B2%99%E5%B8A6E5%9C%B0%ES5%8C%BA

237



likely to end up in spacious housing units in moeatralize locations. Geographically weighted
regression further reveals that the influence e$éhfactors on the concentration of households in
either crowded or spacious housing is quite unea@oss Beijing metropolitan areas. Local
factors such as the concentration of cheap rentalsihg in “villages in the city” and
concentration of certain types of jobs attributedhie local variations.

A number of studies based on western cities hawsvishthat residential segregation is
associated with many social problems. This chagstamined residential segregation in Beijing
metropolitan area based on the index of evennep®sare and concentration. The segregation
indexes suggest that social segregation does iexiBeijing metropolitan area, particularly in
outer suburbs. Further examining the spatial pateof residential distribution of
disadvantageous groups, this chapter showed that th a high concentration of naokouand
low-education residents at the fringe of Beijingtropolitan area, which is largely consistent
with the distribution of households with crowdedubimg. In contrast, there is a high
concentration of urban elderly and unemployed eed&l in the central districts. While their
housing situation is not very poor, they are segped)from other social groups. Further studies
are needed to explore causal factors and the sacidl consequences of the residential

segregation of disadvantaged groups in Beijing opetitan area.

238



Chapter Seven Conclusion

In a book entitledHousing Change£hina (uzhu gaibian zhonggiia and Yin, 2006),
the authors paint a picture in which housing haobe a good investment for urban residents
for both capital gains and for their children’s Uté. Villagers become landlords and earned
money through renting out their houses in *“villagesthe city” to migrants. Municipal
governments “dream big” to plan large scale newpsteg towns and lease land to developers to
finance their cities, while developers make thentune by selling condominins in the emerging
market. However, the rosy picture of a propertyamg society gaining from and defending
their property rights is only half of the story, & birban housing prices almost doubled nationally
and the prices increased three folds in Beijingnftt998 to 2008°% The central government has
issued more than ten policy documents to curb thesing price esclation since the reform in
1998. However, except for a brief downturn in 2@ to the global financial crisis, housing
prices rose in most Chinese cities. The rapid-gidwousing prices have eroded the “Chinese
dream” the new leadership of China is trying torpoee’®® In order to stay in big cities like
Beijing, even college-educated migrants have te like “ant tribes*®* crowding together in
dorm-like rental apartments. Migrant laborers ntetty even harder to find affordable housing
in the squeezed living spaces in cities due tontiass demonition of old neighborhoods and
“villages in the city”, and the replacement of afable low-quality housing with well-equiped
condominions. At the same time, there are repeatedia coverage of various Chinese cities
developing “ghost towns” with mostly empty posh dos and single-family houses waiting for
home buyer$®. Defying governments’ hope, these “ghost townstaated neither jobs nor

people, while leaving astronomical debts for myratigovernments and unrealized returns for

192 Here, | use 1978 value as the baseline and calitechousing prices of other years to 1978 vakeabse
China’s economic reform started in 1978. In teri$3¥8 value, urban housing prices increased frafnyaian per
square meter in 1998 to 904 yuan per square nref008 nationally; the urban housing prices iniBgijncreased
from 672 yuan per square meter in 1998 to 2,86y square meter in 2008 (derived from data f@rima
Statistic Yearbook, 1999, 2009).

193 wWen, Wang, Unusually high housing prices was iasireg inequality and eroding Chinese dream, Retdev
August 16", 2013, fromhttp:/finance.sina.com.cn/zl/china/20130804/22 281 02.shtml

1%4 Feng, Sue, China’s graduates: an ant's life, Tladl Btreet Journal, Retrieved Augusf"1@013, 2013, from
http://blogs.wsj.com/chinarealtime/2009/11/05/ckhymaduates-an-ants-lif¢Ant tribes” refer to well-educated
migrants, mostly college graduates wive in communities in very crowded situation ligats.

195 Mcmahon, Dinny, China’s gleaming ghost cities draither jobs nor people, The Wall Street JourRatrieved
August 10", 2013, fromhttp:/online.wsj.com/article/SB10001424127887322804578515382905495900.htm
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investors:®® Many regulations on the housing market by the guwents turned out to be

ineffctive because “where there are policies frdrowe, there are counter-policies from below”
(Shang you zheng ce, xia you dui ce). For example, due to the restrictive policy on pasing
second homes, couples who wanted second condoreitires in good school districts or to
improve living conditions faked divorce to circunméeghe strict restrictions of one apartment per
household and thus qualify for a low-interest ite low down payment. It has led to a surge of

divorce cases in various big cities in China, whach called “divorces of Chinese styl&”

Through examining the behavior of the governmenit @ban residents, as well as the social
and spatial inequality in Beijing metropolitan gréas dissertation explored the dynamic of the
new urban housing system as a lens to unpack therglationship between the government, the
society and the urban development. The remaind#ri®ithapter summarizes the main findings

and contributions, as well as the limitations a$ tissertation.

7.1 Main findings

The literature on neoliberalism suggests a glope¢ad of the market and lean state. In this
context, there is an ongoing debate on whetheraCkinmeoliberizing its society and urban space
following the lead of the advanced capitalist cestr This dissertation has challenged the
convergence thesis that China’s transition is rszodyg following the footsteps of those
advanced capitalist cities. Rather, the “socialsgacy has persisted and significantly shaped
China’s transformation. Using Beijing as a casés thissertation examined the relationship
between the state, society and the urban develdpmkis dissertation particularly focused on
housing inequality and residential segregation @ijiBg metropolitan area in the reform era.
Like many other Chinese cities, Beijing has expergel unprecedentedly transformations in
society and the urban space: new social groups wererged, living standards had been
improved for most residents while with more ovektduality and the monotony of urban space

has been greatly transformed.

1%uang, Jiayu, Ghost city Er Duosi had debt up 1 Bilion yuanand millionaires became beggars (Guicheng Er
Duosi fuzai sigianyi, baiwan fuweng lunwei gigdletrieved August 1) 2013, from
http://news.dayoo.com/china/201308/31/53868_ 322916

197 Zhao, Chengxi, Investigation on divorce of Chinstge: couples fake divorce to purchase apartments
(Zhongguo shi lihun diaocha: wei maifang fugi jtauin), Retrieved August 12013, from
http://news.sina.com.cn/c/2013-04-17/071126849T83s
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With the emerging housing market, these changes kiawificant implications in the urban
social spatial structure. During the pre-reform, érausing was a wage good allocated by the
government. Tenants paid token rents under thenpthallocation system. However, the urban
housing system during the socialist period wasasequal as usually assumed to be. Senior
employees and those with higher job ranks tenddtht@ better housing. Due to the generally
poor quality and lack of facilities, the differemsctor the most of working class were mainly in
terms of whether one could access the public hgusnd the sizes and facing directions of the
apartment one obtained if he/she had the access.

The housing reform in 1998 was aimed at buildifgasing market to promote the housing
industry. While the role of central government hadmhinged from a direct provider to a rule-
maker and indirect manager of financial institusioits influence was still much stronger than
that in the Western countries since most large $avdre owned by the central government and

subject to government’s direction.

The role of the local government in the urban hogisystem has experienced even more
changes after the housing reform due to sevessitutional changes. First, the replacemet of
the fiscal contractual system with a sharing systemonly hardened the budget constraiiats
local governments, decentrilized responsibilitytloé local governments, but also shifted their
incentive from cultivating industry to promotingnh development. Second, the emerging land
and housing markets made it possible for local gowents to continue its familiar practice of
extracting revenues from the rural sector durirgyphe-reform period with a new means: land,
and allowed them to built up their coffer by seadliexpropriated farmland to developers. Third,
hukoy an important institution developed in the sosiakra lost the function as a means of
mobility control of citizens but provided local gewvmiment a useful tool to grant different
citizenship rights to local urban residents andramts without local urbahukou Last, the
transformation ofdanweished most of their social functions, such as tlwigion of public
rental housing and medical care. Overall, The charfgthese institutions significantly defines
the constraints and incentives of governments enuttibban housing system. While the “rules of
the game” have been changed a lot since the refpawing a way for marketization and
privatization, the urban housing system is stikbplg embedded in institutions from the socialist

period.
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Based on the examiniation of state behavior in mrbausing, several conclusions can be
drawn. First, the main goal of the central stat®ipromote housing industry while maintaining
social stability at the same time, and thus manmtgi its legitimacy. In contrast, Beijing
municipal government are more concerned with &P growth and urban finance due to the
hardened budget constraint and the official evadnasystem. The different goals of Beijing
municipal government and the central governmentagxphe ups and downs of the Economical
and Comfortable Housing Program. The diverse isterand embedded automony of the state at
different levels also explained the distinct fabéssmall property housing” and the individual-
initiated cooperative housing.

Second, instead of a black box as being arguechéygtowth machine thesis and regime
theory in US politics, this dissertation showedtttiee central government of China was an
important stakeholder in the urban politics andvaty involved in the housing reform. This
dissertation has shown that the central governmentonly initiated the housing reform, but
played an active role in the housing market whemethwere fluctuations Through its actions on
agenda setting, rule making and even direct invobmt, the central government was of China
able to pursue its own economic and political ietts.

Third, quite unique to China, the municipal goveeminof Beijing took advantage bfikoy
a socialist institution to achieve its goal in tharket. In order to promote the sale of commodity
housing, the Beijing municipal government issueticgao grant localhukouto home buyers.
As a result, urban residents with stronger purcttagpower could enjoy valuable Beijing
citizenship. When it came under pressure from #rgral government to tackle inflating housing
prices, the Beijing municipal government again ubedou to differentiate citizenship and
banned those who did not hold a lolsakouon purchasing commodity housing in Beijing.

Based on the analysis of various urban groups’ingusehaviors, several conclusions can be
drawn, such as purchasing homes, financing themsing, changing residence, renting
apartments and so on. First, although being sk#natefor one’s own housing became the
hegemonic discourse during the reform, this sultjogaonly applied to part of the urban
residents. Young urban residents working in thegte sector and those holding low ranks in
small public organizations had adopted the neddibrinking. Instead of “waiting, depending
and asking” for the government as their parentgegation did, they went to the bank for home

loans and shifted their dependence on the govemtadheir parents for a down payment. It is
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reasonable to say that the expensive homeownemdre8eijing was supported by the bank as
well as the lifetime savings of parents. In addifidue to the institutional discrimination against
rural residents since the socialist period andvtbeking of thesuzidiscourse in the reform era,
migrants without locahukouaccepted their identity as outsiders and “low-tjyiatitizens, and
thus accepted the idea of self-reliance for houdimgontrast, Beijing residents who worked in
monopoly sectors or central ministries did not neeksort to the market to satisfy their housing
need. Instead, they could access subsidized hotreimgtheirdanweias welfare or through the
right connections. They are “exceptions to neoabsm”. Neoliberalism as govermentality was
not applied to them.

Second, this dissertation has shown that the ecmn@turns from investing housing varied
a lot among different social groups. Consistenthwitevious studies, privatization of public
housing not only increased the housing wealth oijirge residents, who were eligible to
purchase the heavily subsidized public housing,adtat extended the housing inequality of the
socialist period and brought disproportionate ganthose who already gained more in the old
regime. In addition, residents who could accessidized housing through the right connections
at much lower prices than market prices, invesimdousing guaranteed good returns. In
contrast, ordinary home investors from time to tisnéfered great loss due to the fluctuations of
the housing market caused by constant involvemfeieogovernment.

Third, the socialist “legacy” served as an impotrtfactor determining the distinct actions of
different disadvantageous groups in terms of theusing. While both laid-off workers and rural
migrants were merely “market spectators”, excludirggn any housing gains, rural migrants
have accepted the neoliberal thinking due to theigtent practice of theukousystem which
forced them to be self-supported ever since théaksicperiod. Therefore, they were largely
silent about their poor housing condition, but defel on themselves for their own housing. In
contrast, some laid-off workers from SOEs activielyght for their housing rights based on a
tacit “social contract” made with thettanweito provide public housing as a wage good in the
socialist era.

Statistical analysis based on 2000 population cerefuBeijing revealed that housing
inequality based on individual interviews was n@br&dic, but systematic. The analysis showed
that employees working in “monopoly” sectors angggamental organizations consistently had

better housing than their counterparts in the peigector. In addition, residents working in the
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private sector paid more for their housing everugiotheir living conditions were poorer in
guality compared to their counterparts in publictee This dissertation argues that the mixed
housing system contributed to housing inequalitgulgh pushing urban residents working in the
private sector to to be self-reliant via market,le/providing those working for “monopoly”
sectors and central ministries leeway to enjoyntlagket salaries and similar housing benefits of
the pre-reform period at the same time.

Statistical analysis in this dissertation also sbdwhathukouremains to be powerful in
determining Beijing residents’ access to housingictvis consistent with other studies. Migrants
deprived of local citizenship rights by tireikouinstitute paid higher prices in the market for
their housing. While more educated residents hagetaand better housing as the “market
transition hypothesis” suggested, the differenclukoustatus also accounted for the different
housing situations among various education grodseover, the difference in the sizes of
living space between ndmikou rural migrants and those with local urbhokouwas much

larger than that caused by occupational differences

Through examining the spatial patterns of housiregjuality, this dissertation found that the
outer suburban districts, especially northern shilmirBeijing metropolitan area where migrants
concentrated, had the highest concentration of éfmids in crowded living conditions. The
outer suburban districts also had the lowest canagon of households in spacious housing.
Factor analysis showed that four factors: socig®lsenior in the public sector, local residents
and the urban poor largely explained the chancdwiofy in crowded housing in most of the
metropolitan area, except the central districtsictvtwas due to the extremely high housing
prices there. Three factors, social elites, seimigyublic sectors and service workers accounted
for the chance of living in spacious housing. WHilaving local urbarhukou might not be
directly associated with spacious housing, it desed the chances of living in crowded housing.
Through conducting geographically weighted regressi this dissertation also showed that the
explanatory power of these factors varied a lobsgispaces. Local conditions and history also

played a role in determine housing situations gjilgresidents.

Finally, through calculating the evenness, exposamd concentration, this dissertation
showed that social segregation of these disadvadtgmpups existed in the Beijing metropolitan

area. It exited more in exposure dimension, suggeshat the disadvantaged groups had poor
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contact with other social groups. This dissertatitso showed that not only the disadvantageous
groups mostly concentrated in the outer suburbspued living conditions, but they had high
level of segregation there. The institutionallyatezl housing inequality is not only social and

economic, but spatial as well.

7.2 Understanding the State, Society and Urban Spaof China in the Reform

Era

The emergence of a market in China makes many tkinak China is moving to a
convergence of capitalist countries as the formeviéd Union and the Eastern European
countries did, despite taking a different routectng on the shift of capital accumulation from
industry to urban land and housing, Marxist scteolawntend that the “institutional fix” of the
market and “spatial fix” of capital prove that Cege cities are neoliberal, not fundamentally
different from western cities, although with “Chsge characteristics”. The neoliberal turn in
Western countries and China’s reform do bear seaemblance. First, there is a retreat of the
state in providing “social goods”. Second, the Ygtlo-first” mentality is advocated and market
logic is promoted. However, the social goods predithy Chinese government in the pre-reform
era was mostly “wage goods” which were better ialigy for the favored groups of the society,
while they were “welfare” in capitalist society, igh benefited the disadvantageous groups
disproportionately. In addition, the state of Chwas playing a much more active role in
market-building during the reform era than their3féen counterpart. Wu and Ma (2005) view
the difference of China’s path as its staying stage of “rolling out” neoliberalism. | argue that
only focus on the accumulation of capital withowtreful examination of the actors and
institutions facilitating the accumulation will kismissing the full picture of China’s reform.
Overall, this dissertation rejects the convergenicesis and argues that China’s urban
development bears a lot of continuities from theiawst period and is different from that of
neoliberal countries in nature. Table 7.1 providesoncise comparison of the state, the society
and urban space in China during the socialist deand the reform period and those of the

capitalist countries.
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Table 7.1 State, Society and Urban Space in CmdaCapitalist Countries

China Capitalist Countries
Socialist period Reform period
Modernization Economic growth Economic
Goal development after
Keynesian Crisis
Economic growth Legitimizing the party | Pervasive market
state
“Big push” Market building Retreat of the state
industrialization
Strategy Strong control over “Land and housing- Market building
society and resources | led” urbanization
State by the Leninist party-
state
Control mobility Differentiate Neoliberal practices
through hukou and citizenship through (lean government,
danwei institutions hukou and danwei privatization and
and differentiate institutions within deregulation,
citizenship between localities based on workfare for
rural and urban hukou status welfare, social
Methods population and surveillance etc.)
between localities
Unequal exchange of | Unequal exchange of
agriculture products | land between rural
between rural and and urban areas and
urban areas commaodification land
and housing through
the market
Hierarchical system Confined the
for social goods allocation of
allocation (better subsidized consumer
goods for favored goods for favored
residents) residents (elites within
the public sectors)
High-ranking cadres High-ranking cadres Market elites
Winners
Managers in SOEs Managers in Political elites
monopoly sectors
Rural residents Rural residents Minorities
Society | Losers Migrants Urban poor
Laid-off workers
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Institutional Institutional Market

Stratification | discrimination discrimination discrimination
mechanisms
Market discrimination

State plans Urban planning Market
Production
Space | mechanisms State plans
Market
Urban Danwei delineated Heterogeneous urban | Segregation based
structure urban space space on affordability and

race

During the socialist period, the state played afalrole in industries. The main goal of the
state was to modernize the country and promotecgomngrowth after the recent history of
humiliation. The strategy of the Leninist partytstavas to make full use of resources to
implement the “big push” industrialization stratedg order to channel limited resources to
develop industry, the state firmly controlled thecisty and resources, and at the same time
provided comprehensive social goods to urban resdérough thelanweisystem In addition,
the hukouinstitution was utilized to tie peasants downha tountryside to work on agricultural
production and to be self-reliant in order to mii@enthe cost of urbanization. Furthermore,
through obtaining agricultural products and raw emat at artificially low prices, the state
extracted revenue from the countryside to fund stidalization in cities. This regime resulted in

slow economic development, low-level urbanizatiad poor living standards.

During the reform era, economic growth became ewere important; not only to catch up
with other newly industrialized countries, but egitimize the party-state. However, industrial
development brought by township and village entegsr lost its impetus as local economic
driver due to the fiscal reform and global compatitin the 1990s. As a result, converting rural
land to urban land and selling it for housing depetent became an important revenue source
for local states. During this period, land and hogstself became a means to generate wealth
and promote economic development. Instead of bedmdined within the countryside, peasants
were allowed to migrate to cities to work at constion sites as well as assembly lines. Again,
hukouwas used as an important institution to econoroizéhe costs of development through

excluding migrant laborers from accessing urbanfamel During this period, land was
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expropriated from the countryside at low pricesthy local government and sold to developers
at much higher market prices. Developers in tbrilt housing and sold them at even higher
prices to ordinary residents via the market. Hareparket served as a necessary instrument to
the commodification of land and housing to extremtenue from the rural sector. And the
creation of a housing market is an integral parthef process of extracting revenue from the

countryside, which is not different in nature fréime pre-reform practice in the socialist period.

Through the lens of housing, we can clearly seeynwdranges in the society. During the
socialist period, urban residents got comprehensogal goods, including housing as part of
their wages. The distribution criteria favored goweent officials and managers in SOEs.
However, since there was no market to cash in thusihg benefits and the quality of housing
was generally low, the differences between theadigtielite and ordinary urban residents were
non-pecuniary and in a limited scale. The losemsnduthat period were peasants because their
agriculture products were extracted by the stalevatprices and they were excluded from any
urban social welfare. The mechanism of social ifitation during that period was the socialist
institutions, especially thaukou system which formed the insurmountable urban-rdrade.
During the reform era, this dissertation showed #lomialist elites continued to benefit from the
mixed system. On the other hand, migrants andd8#idvorkers were losers during the reform
era because they either faced continued institakidiscrimination or suffered by the sudden
breakage of the previous “social contract” with ¢ii@e. Due to the fact that socialist elites could
utilize the market to cash in their non-pecuniaendfits, the social inequality was significantly
widened by the market. In the reform era, the dosiiatification was caused by both the
socialist institutions and the market. In contrstthe situation in East and Southeast Asian
countries where Ong (2006) explained that disacged groups were “exceptions to
neoliberalism” because they were excluded fromlbeefit of the market, the “exceptions to
neoliberalism” in China in the reform era were foeialist elite who did not need to compete in
the market, while benefited from the market. Intcast, ordinary citizens are required to be
responsible for themselves via the market. Thisedtation argue that there is a process of
“accumulation through dispossession” dispossesiaglisadvantaged groups in the market to
facilitate the accumulation of the state and bethi& socialist elite at the same time, which is
quite different from that in capitalist society.ri?a neoliberal practices are used to serve the
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state goal of “economized” the costs on developme&hich is in essence the same goal as the

socialist period, though pursued through a diffestrategy.

Cities were primarily production sites during treeialist period. Urban life was organized
around industrial production, which resulted inushan structure delineated by varialenwel
Social spatial differentiation was based danwei people associated with instead of market
capacity or personal preferences during this peri@gcause the location of tldanweiwas
mainly determined by state plans, it was also tfvagry cause of social spatial differentiation
during the socialist period. During the reformipdy the urban space itself became an integral
part of the state’s strategy of economic growthwimch the state monopolized conversion of
large-scale rural land into urban land for masdieesing developments. These practices not
only contributed to the local coffer, but signifitly transformed the urban space. The emerging
housing market broke the linkage between workirag@land residence for most urban residents,
especially those who entered the job market dutivegreform era. As shown in Chapter 6,
residential segregation started to appear both dbame affordability and institutional

discrimination.

Table 7.1 shows that the reform-era China and ép&alist countries are different in nature.
First, the role of the state during the reform peéris not different from that in the socialist
period in nature. The state is still organized &minist party-state and remains to be the main
stake holder, although the local state insteadhefcentral state becomes the main actor in the
new era. Just as Huang (2011, p. 4) observed, Ghitia the midst of one of the most statist
periods in its reform era”. The introduction of ¢aand housing markets and re-vitalizing the
exchange value of land and housing in cities siggiib changed strategy to continue extracting
revenue from the rural sector through land. Instfacharket-building being the state goal as in
capitalist countries, the so-called “market economith Chinese characteristics” is an
instrument to realize the state goal of the “land hAousing-led” urbanization. Second, the new
regime continues to discriminate rural citizens le/tpreserving benefits for the elites in the
public sector. In contrast, states in the westsagposed to protect the disadvantaged groups.
Third, the “spatial fix” which benefits corporati®mnd market elites in Western cities is rather a
state project to realize the wealth accumulation tfee local states. Overall, China is not

neoliberal in nature. Neoliberalism has not beedoainant ideology in Chinese society.
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Neoliberalism as policy-based practices was notlempnted by either central government or
local government. Neoliberalism as geovernmentahihs not applied to those without any

political power and outside the public sector.

7.3 Research Contribution

This dissertation contributes to the current li@r@ in several ways. First, this research
challenged the literature viewing China as a ttaorsal economy with the case of China’s
housing system transformation. It clarifies the ungerstanding of China’s reform as a
convergence with neoliberal capitalist countrignilsir to other post-socialist countries. Based
on the continued state practices and institutignateated inequality between different social
groups discussed in this dissertation, | argued i@ reform in China has not led to a true
transition away from its socialist past. With arfrework incorporating the state, the society and
the urban space and paying special attention tdutisns, this dissertation is able to grasp the
gist of China’s reform. This framework avoids tht#gil of focusing exclusively on the coalition
between public and private sectors by the urbaregance perspective and the over-emphasis
on capital accumulation by the Marxist perspecti&s. shown in this dissertation, land and
housing are at the center of the state’s developsieategy and China’s social change. This
dissertation has provided a useful window to untdes China’s reform and its sociospatial

transformation.

Second, this dissertation has contributed to teealiure on sociospatial patterns of Beijing
by using a meaningful boundary that captures thky tbor market: the Beijing metropolitan
area boundary, which is a basic unit for any o#tyel analysis. Through using the metropolitan
area boundary, which delimits the daily commutinge of urban residents, this dissertation has
avoided the many pitfalls previous studies have.tl@nbasis of the Beijing metropolitan area
boundary, this dissertation was able to generatanmgful findings and made international

comparison of housing inequality and social segregaossible.

Third, this dissertation has contributed to theotb#@cal debate of “persistent power”
versus “market transition” through the lens of hingsThis dissertation divides urban residents
working in monopoly sectors from those working algsthose sectors for the first time and
supports the “persistent power” hypothesis. Dutimg reform era, the practices of many small
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SOEs were no different from those of private congmnwhile monopoly sectors continue to
preserve more benefits for their employees. Howeawvemrevious studies on housing in China
separated elite group in the public sector fromséhin the private sector. Therefore, the
persistent (though diminishing) advantages of toimbined group cannot convincingly support
either the market transition hypothesis or the popersistent thesis. In addition, based on
interview data, this dissertation found that sasiaklites could transformed their housing

benefits into pecuniary gains through the market.

Lastly, this dissertation links the study of sociakquality with the study of spatial
inequality through the study of housing. Existstgdies based on Western cities usually either
focus on housing inequality as one aspect of saceguality or on the patterns of residential
segregation as a dimension of racial inequalityd®s on Chinese cities, on the other hand, are
mostly focused on housing inequality and simplyleeigthe spatial dimension. This dissertation
argues that the transformation of the public haysgstem is becoming an important way to
translate social inequality into spatial inequalityadds an important geographical dimension to
existing studies by examining various residentiagregation dimensions in Beijingrhis
dissertation argues that housing inequality andiapaequality both the consequences of social
change and as contributing to the changes of sstiadture. This dissertation has shown that as
expected, residential segregation exited in Beijingthe reform era. In addition, with
geographically weighted regression, this dissemativas able to yield a more nuanced
understanding of the spatial patterns of housiegulity which are shaped by local conditions,

history and culture.

7.4 Limitations of the Research

This study has several limitations. First, thissdisation suffers from the constraints of data.
The year of the base map used by this dissertdib@s not match the year of the census data.
Because of the frequent changes of administratoenttaries due to the combination or
separation of sub-district units, this dissertati@aa to check the difference between the census
data and the base map and made adjustments ofscdatu and geographical units based on
approximation (such as using the proportion of patan), which was very time consuming and

error prone (Appendix 1). In addition, the indivadlevel census data used in Chapter 5 does not
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have geographical information, while the other setaused in Chapter 6 is sub-district-level
aggregated data with geographical information,Hag limited information about housing. Due
to the incompleteness of the datasets, this dasmmt has not been able to estimate the
locational-based housing wealth accumulation déd#it social groups. In addition, the study of
residential segregation with geographical unitsswib-district level is bigger than community
level used in studies of Western cities, and caly show a general pattern of residential
segregation in Beijing. Moreover, there is a tina@ ¢petween the population census data and the
interview data. The statistical analysis of thisséirtation is based on the 2000 population census,
which provides the most detailed household inforomaaind housing data, while the interview
data was collected in 2008 and 2009. The inacaéssif more recent statistical data such as
the 2010 census data constrains the ability of shisly to systematically examine the more
recent pattern of housing inequality and residésigregation at the time when the interviews

were conducted. | expect that they have become sewere in recent years.

The second limitation is the lack of interviews hwiertain groups. | was not able to recruit
as many of government officials and developersiriterviews as desired to due to the lack of
right connections. The study of government’s atétsiand behavior in regard to housing in this
dissertation was primarily based on the examinatbrsecondary data such as government
documents and reports, news and so on. This lithigs understanding of their underlying
reasoning and decision-making processes in Begihgusing system. As real estate developers
have become increasingly important actors in Ckinaban housing system, the absence in my
sample prevents this dissertation from exploringirthnteractions with the government and
urban residents, as well as their constraints enrttarket, which might shed light on China’s

unique housing system.

7.5 Directions for Future Research

There are several directions that deserve moramgsen the future. First, further study is
needed to theorize China’s urban changes in tleemeéra. This dissertation represents a small
step in understanding China’s urban social tramsithrough the lens of housing. Borrowing the
western theories such as the urban regime thesighen Marxist theory sometimes leads to

misunderstanding of China’s transition becauseetisories are based on Western cities with a
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different political economy. It is high time to d#op China-specific theories based on the
transformation of Chinese society and urban spBte.debate in sociology on China’s transition
largely neglects the production of urban spaceclwhias moved to the center of China’s urban
transition. | argue that the study of housing isi@eal subject and a good starting point for
theorizing about China’s transition, since it lirtke state, the society, and the urban space, the

most important actors and elements of the tramsitio

Second, comparative studies are needed. The past decades has witnessed large-scale
suburbanization and urban redevelopment, not anBeiijing but in other Chinese cities as well.
This dissertation showed that there were still zagroups of urban residents purchasing
privatizeddanweihousing in 2000. The micro-data of the 2005 adtl02Census will provide a
great opportunity to examine the new trends, change well as continuities of households’
housing outcomes and socio-spatial structure 2008. It will be useful to compare the changes
of housing inequality and residential segregatiorBeijing in the last few years using more
updated data. The second type of comparison otopare the case of Beijing with other
Chinese cities. To obtain better gauges of locahtians embedded in local context so that more
generalized conclusions can be drawn, studies o$ihg and related social spatial changes in
different types of cites are urgently needed. Iditamh, the Chinese experience needs to be put
in an international context by comparing Chinesiegiwith cities in other countries. Especially,
the comparison with post-socialist cities will aifful since it can reveal the differences due to
different transition trajectories. The internatibsamparative studies can potentially generate
theoretically illuminating results and possiblydei@ a more general theory of urban and social

geography.

Third, future studies should focus on the inequabft housing wealth. Due to data
constraints, this dissertation was not able toesyatically examine housing wealth. | only
studied the difference housing costs of variousugsobased on census data and showed the
contrasting pictures of housing wealth among d#iféisocial groups with interview data. Studies
find that private wealth disparity has been inciegsince the reform. It is expected that housing
wealth will become even more important in houses$ioldealth portfolio with the soaring
housing prices. With better data, the examinatibwlifferences in household housing wealth

might reveal a significant dimension of social inality and stratification of urban residents. The
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exploration of the underlying dynamic and mechanismhousing wealth differences can

contribute to the understanding of China’s urbariastratification.

Finally, further studies on organized citizen moeataround the use value of urban space
and against the transformation of urban space asnoality for its exchange value (Castells,
1983), as well as the spatial consequences araaésted. There has been increasing attention to
middle class homeowners’ rightful activities in f@cting their property rights (e.g. Read, 2003;
Yip and Jiang, 2011; Wang et al., 2012). Whileaating wide media coverage, disadvantaged
groups’ negotiation and confrontation in regardheir rights to live in the city have not been
well examined by academics, and are especiallyiigck geographical studies. | argue that
while the former has significant implication forethise of civil society, the latter, although still
weak, is an important agent influencing the urbpatial transformation. This dissertation has
shown that organized resistance of old SOE worgezatly delayed the redevelopment of an old
industrial neighborhood. In the face of the domtrdiacourse of globalization and marketization,
future studies should also pay attention to thallémrces which are by no means missing actors
in China’s urban restructuring. It is possibletthaw forces of urban changes will emerge from
the citizen movements, which arise from the cottlibetween the emerging market and the
deeply-rooted socialist system, such as laid-offfkes’ fight against the termination of
collective consumption of housing provided by thevernment and landless peasants’

contestation of their rights to and in the city.
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Appendix 1: Adjustments of Census Data and the Baddap

1. Adjustments of Census data in accordance with Geographic Units in Base Map
1). The population of “Liyuan jidao” was added to that of “Xiangyang jiedao”

2). The population of “Jiaodao zhen” was added to that of “Doudian zhen”

3). The population of “Tuoli zhen” was added to that of “Qinglonghu zhen”

4). “Nanshangle zhen” was changed to “Dashiwa zhen”

5). The population of “Liulihe diqui” was derived from adding the population of “Guandao zhen” and
that of “Dongnanzhao zhen”

6). The population of “Yuegezhuang zhen” was added to that of “Hancunhe zhen”

7). The population of “Liulihe zhen”, “Jiaodao zhen” and “Huludai xiang” were added to that of “Doudian
zhen”

8). “Yaoshang xiang” was changed to “Liangxiang diqu”

9). The population of “Lugougiao xiang” was added to that of “Lugougiao jiedao”

10). The population of “Nanyuan xiang” was added to that of “Dahongmen jiedao”

11). The population of “Changxindian xiang” was added to that of “Changxindian jiedao”
12). The population of “Hua xiang” was added to that of “xincun jiedao”

13). The population of “Laozhuangzi xiang” was added to that of “Wanping diqu”

14). The population of “Yuyuantan xiang” was added to that of “Balizhuang jiedao”

15). The population of “Haidian xiang” was added to that of “Haidian jiedao”

16). The population of “Dongbeiwang xiang” and “Yongfeng xiang” were added to that of “Xibeiwang
zhen”

17). The population of “Bei’anhe xiang and “Liegezhuang xiang” to were added that of “Sujiatuo xiang”

18). The population of “Baoshan zhen” was derived from adding the population of “Baoshanshi xiang”
and “Lianzi xiang”

19). The population of “Junxiang xiang” was added to that of “Zhaitang zhen”

20). The population of “Jinhaihu diqu” was derived from adding the population of “Hanzhuang zhen”
and that of “Gaoshanji zhen”
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21). “Shougang gian’an kuangqu jiedao” was changed to “Beixin’an jiedao”

22). “Renhe zhen” was changed to “Renhe diqu”

23). The population of “Niubaotun zhen” was added to that of “Zhangjiawan zhen”
24). The population of “Ciqu zhen” was added to that of “Taihu zhen”

J

25). The population of “Lucheng zhen” was derived from adding the population of “Hugezhuang zhen’
and that of “Gantangzhen”

26). The population of “Langfu zhen” was added to that of “Xiji zhen”
27). The population of “Dadushe zhen” was added to that of “Majugiao zhen”

28). The population of “Mizidian zhen” and that of “Chaichangtun zhen” was added to that of “Yong
ledian zhen”

29). The population of “Qinghe jiedao” in Xuanwu district was added to that of “Guang’anmenwai jiedao”
30). “Guanzhuang xiang” was changed to “Guangzhuang diqu”
31). The population of “Panzipai xiang” was added to that of “Fengjiayu zhen”

32). The population of “Wanliu diquQ” was added to that of “Qinglonggiao jiedao”; The population of
“Wanliu diguM” was added to that of “Malianwa jiedao”; The population of “Wanliu diqu D” was added
to that of “Dongsheng diqu”

33). “Heyi jiedao” was shifted from under the administration of “Fangshan” district to under the
administration of “Fengtai” district

34). “Dongfeng jiedao”, “Xiangyang jiedao” and “Yingfeng jiedao” was shifted from under the
administration of “Yanshan” district to under the administration of “Fangshan” district

2. The Adjustments of Geographic Units in the Base Map according to the Census Data

n u

1). “Linxiaolu jiedao”, “Qingyuan jiedao” and “Xingfeng jiedao” were merged to “Huangcun zhen’

7

2). “Quanhe jiedao” and “Longshan jiedao” were merged to “Huairou diqu”
3). “Lugu jiedao” was merged to “Babaoshan jiedao”

4). “Shiyuan jiedao” was merged to “Guangming jiedao”
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Appendix 2 Hotspots of Households in Crowded Livingsituation

MMMMM

277



Appendix 3 Hotspot Analysis of Households in Spaadis Housing
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Appendix 4 Descriptive Statistics of Variables irModels (%)

Std.
Variables Minimum | Maximum Mean Deviation
Crowded living space’ 1.88 52.05 18.46 11.36
Living space | Spacious living space108 4.35 67.98 24.07 13.34
Percent non-local® 16.12 87.46 42.39 15.07
Hukou
status Percent agriculture4 3.85 88.33 29.64 24.56
Percent self-built’ 0.00 96.43 23.31 27.26
Percent commodity® 0.00 47.41 3.75 6.90
Percent economical’ 0.00 16.24 2.30 2.96
Tenure Type
Percent privitized8 0.00 82.30 30.83 21.98
Percent public rental® 1.59 73.09 30.88 19.28
Percent private rental* 0.00 55.10 8.61 10.01
Percent under twenty11 14.66 31.59 21.05 2.59
Age group
Percent young12 29.87 58.40 40.79 6.40

10.

11.

12.

13.
14.

It represents the percentage of households with smaller than 12 square meters per person. | use square root of this variable in order
to make it normally distributed.

It represents the percentage of households with living space between 40-49 square meters per person.

It represents the percentage of population living in a sub-district more than half a year but not with households registered locally. In
other to make this variable normally distributed, | used square root of this variable in the regression analysis.

It represents the percentage of population with agriculture hukou in metropolitan Beijing. | use inverse of this variable in order to
make it normally distributed.

It represents the percentage of households living in self-built housing. | use the square root of this variable in regression analysis in
order to make it normally distributed.

It represents the percentage of households living in commodity housing purchased from the market. | use the exponential of this
variable in order to make it normally distributed.

It represents the percentage of households living in public subsidized economical housing. | use the square root of this variable in
regression analysis in order to make it normally distributed.

It represents the percentage of households living in privatized public housing.

It represents the percentage of households living in public rental housing.

It represents the percentage of households living in private rental housing. | use the square root of this variable in regression
analysis in order to make it normally distributed.

It represents the percentage of population aged below twenty. In order to avoid the collinearly, this variable is not used in the
regression analysis.

It represents the percentage of population aged between 20 and 40.

It represents the percentage of population aged between 40 and 60.

It represents the percentage of population aged above 60.
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Percent middle age™ 12.19 33.45 25.79 4.44
Percent elderly™ 12.19 33.45 25.79 4.44
Percent low education® 12.92 82.04 48.46 15.56
. 16
Education Percent middle edu 9.06 43.55 29.50 7.02
Level - - 17
Percent middle-high edu 1.53 54.22 20.31 11.43
Percent high edu®® 0.00 28.63 1.73 3.29
Percent government
official™® 1.35 16.27 6.77 3.04
Percent professional® 3.37 50.52 19.99 9.38
21
Occupation Percent clerk 3.16 22.77 12.72 4.38
Percent service worker® 13.36 49.15 27.79 6.12
Percent worker”*® 12.42 57.45 29.64 10.26
Percent peasant™ 0 26.75 3.14 4.93
Construction | Percent before reform® 0.13 80.34 21.06 20.13
period Percent after reform® 19.66 99.87 78.94 20.13
15. It represents the percentage of population with education of secondary school or lower.
16. It represents the percentage of population with high school education.
17. It represents the percentage of population with college education.

18.
19.
20.
21.
22.
23.

24,

25.

26.

It represents the percentage of population with graduate education.

It represents the percentage of government officials.

It represents the percentage of professionals.

It represents the percentage of clerks or similar occupations.

It represents the percentage of service workers.

It represents the percentage of other types of workers. This variable is not used in the regression analysis in order to avoid the
problem of collinearity.

It represents the percentage of population employed in agriculture. | transform this variable with quare root in order to make it
normally distributed.

It is the percentage of population living in housing built before the economic reform in 1978. | use exponent to transform this
variable in order to make it normally distributed.

It is the percentage of residents living in housing built after the economic reform. This variable is not used in regression analysis in
order to avoid the problem of collinearity.
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Appendix 5 Communalities of Factor Analysis on crowled Living

Initial Extraction
Percent non-local 1.000 .894
Percent self-built 1.000 .868
Percent public purchase 1.000 .838
Percent private rental 1.000 .828
Percent public rental 1.000 .882
Percent young 1.000 .823
Percent middle age 1.000 .924
Percent elderly 1.000 .924
Percent gov officials 1.000 .599
Percent professionals 1.000 941
Percent clerk 1.000 .728
Percent service workers 1.000 .831
Percent workers 1.000 .887
Unemployment rate 1.000 .668
Percent non-agriculture
huko 1.000 .765
Percent low education 1.000 .945
Percent middle-high
education 1.000 92
Percent high education 1.000 .861
Percent before reform 1.000 .879

Note:Extraction Method: Principal Component Analysis
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Appendix 6 Loadings of the Rotated Components on ©wded Living

Component

1 2 3 4
Percent of middle-high edu | 0.97 0.07 0.05 -0.10
Percent of professionals 0.93 0.19 0.14 -0.14
Percent of high education 0.91 -0.16 0.00 -0.01
Percent of low education -0.92 -0.28 -0.15 -0.01
Percent of workers -0.85 -0.28 -0.15 -0.26
Percent of self-built -0.79 -0.49 0.01 0.00
Percent of public purchase 0.78 0.27 -0.07 -0.39
Percent of gov officials 0.65 0.22 0.34 0.12
Percent of middle age 0.10 0.94 0.18 0.03
Percent of elderly 0.10 0.94 0.18 0.03
Percent young -0.18 -0.80 -0.38 -0.04
Percent private rental -0.41 -0.68 -0.32 0.31
Percent clerk 0.48 0.70 -0.11 0.06
Percent non-agriculture
hukou 0.55 0.59 0.33 -0.06
Percent non-local -0.15 -0.35 -0.84 0.21
Percent before reform 0.09 0.20 0.87 0.26
Percent service workers -0.09 -0.13 -0.08 0.89
Percent public rental 0.34 0.55 0.31 0.61
Unemployment rate -0.13 0.50 0.34 0.53

Note:Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.
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Based on the loading of each factor, the first factor is named Social Elites. This factor has high
positive loading on higher education level, professionals and governmental officials, as well as
purchasing of public housing, indicating good access to public resources. In addition, this factor has high
negative loading on percentage of low education level, ordinary workers, peasants and self-built housing,
indicating a social group with low ability of access to public resources. The loading on agricultural hukou
is positive only because this variable is inversely transformed in order to make it normally distributed.
Thus, it should be understood as indicating the same direction as workers and low education. Examining
the loading of variables on this factor, we can see that both market elites and public elites are grouped
in the same factors, suggesting that their explanation capacity is quite similar. On the other hand,
located in the lower end of job ladder, the effect is opposite from those with high education and on the

upper end of job ladder. This factor is associated with both the market and the socialist system.

The second factor is named as Senior in public sector. It is a little hard to name this factor because it
has high loading on both older group and on clerk. It is understandable that senor residents may be
different from young residents because they accumulate more wealth over time. However, it is a little
surprising that their direction is the same as clerk. When further decomposing the composition of clerk,

110

we can see that this category includes relatively low-level jobs in the public sector . Overall, this factor

is one representing the public sector.

The third factor is called Local Residents. There are two variables which have high loading on this
factor. It has high positive loading on the percentage of population living in housing built before the
economic reform and high negative loading on the percentage of non-local population. It is reasonable
that local residents were more likely to live in relatively older housing. Since the local hukou status is
more important than the building year, | name this factor as local residents. This factor is also associated

with the socialist system.

The fourth factor is called Urban Poor. The percentage of service workers, the percentage of public
rental housing and the unemployment rate had the highest loading on this factor. This factor is more
associated with the market. | will further explore the effect of these factors on the residents’ housing

situation through regression analysis.

10 hitp://www.51labour.com/labour-law/show-4996.html
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Appendix 7 Residual of Regression on Households @rowded Living

Situation

Yanging
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D district
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Bl < 25Std Dev.
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Appendix 8 t Value of Social Elite Factor
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Appendix 9 The Distribution of t value of Urban Poa Factor
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Appendix 10 Communalities of Principal Component Amlysis on Spacious

Housing

Initial Extraction
Percentage non-agriculture
hukou 1.000 744
Percent self-built 1.000 .832
Percent public purchase 1.000 .812
Percent private rental 1.000 .825
Percent gov officials 1.000 .574
Percent professionals 1.000 .940
Percent clerk 1.000 .605
Percent service workers 1.000 .900
Percent workers 1.000 914
Percent young 1.000 .827
Percent middle age 1.000 .943
Percent elderly 1.000 .943
Percent low education 1.000 .942
Percent middle-high
education 1.000 947
Percent high education 1.000 .865
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Appendix 11 Rotated Component Matrix of Principal Component Analysis on

Spacious Housing

Component
1 2 3
Percent middle-high education 0.96 0.10 -0.14
Percent high education 0.92 -0.14 -0.06
Percent low education -0.91 -0.33 0.06
Percent professional 0.92 0.23 -0.19
Percent workers -0.85 -0.36 -0.24
Percent self-built -0.77 -0.47 0.12
Percent public purchase 0.75 0.23 -0.44
Percent gov officials 0.65 0.36 0.14
Percent young -0.16 -0.90 0.00
Percent middle age 0.07 0.97 -0.01
Percent elderly 0.07 0.97 -0.01
Percent private rental -0.38 -0.72 041
Percent non-agricultural hukou 0.53 0.67 -0.12
Percent clerk 0.45 0.63 -0.08
Percent service worker -0.05 -0.06 0.95
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Appendix 12 Residual of Regression on Percentageldbuseholds with

Spacious Housing
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Appendix 13 The Residual of Geographically WeighteéRegression on the

Percentage of Population in Spacious Housing
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Appendix 14 The Distribution of Local R2
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Appendix 15 The Distribution of t Value of Coefficent the Social Elites
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Appendix 16 The Distribution of the t Value of Urban Senior in Public Sector
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Appendix 17 The distribution of t Value of the Serice Worker Factor

Huaitou e Miyun

Legend
77 oistria

t.C3

B 7374350
[ 4351 - 3751
[ ]are1--azer
[ 3=7-0
I o030

294



Curriculum Vitae

Guilan Weng

EDUCATION
Ph.D. Geography, University of Washington, 2014

Dissertationvloving towards neoliberal(izing) urban space? hogsand residential segregation in

Beijing

M.S. Human Geography, Peking University, 2004

B.S. Geography, East China Normal University, 2001

ACDEMIC WORKING EXPERIENCE

2012 Research Assistant, University @sington

2006-2011 Teaching Assistant, University of Waghon

2008-2009 Research Assistant, PKU-Lincoln Largditite Center for Urban
development and Land Policy

2008 Research Assistant, University @sington

2002-2005 Research Assistant, Peking University

2000- 2001 Research Assistant, East China Normaddisity

AWARDS AND GRANTS

2010 UGSG Travel Grant, Urban Geography Speciat@rAssociation of American
Geographers

2010 GPSS Travel Grant, Graduate and Professg&indent Senate, University of
Washington

2009 Dissertation Fellowship, PKU-Lincoln Landtihge Center for Urban
development and Land Policy

2007 Fritz Grant, Jackson School of Internatiatatly, University of Washington
2007 Howard Matrtin Travel Grant, Department of Graphy, University of
Washington

2006 Gerlach Fellowship, University of Washington

2006 Graduate Student Fund for Excellence andvisian Fellowship, University of
Washington

2003 Excellent Study Award, Peking University

2003 Guanghua Scholarship, Peking University

2003 Excellent Paper Award, Geography Societyloh&

2000 First Class Scholarship, East China Normavéraity

2000 Best Paper Award, East China Normal Universit

1999 SONY Scholarship, Education Committee of §han

1999 Second Class Scholarship, East China Normiaielsity

295



PUBLICATIONS

Weng, Guilan, 2007. Book review on Restructuringydnurban Space during
China’s Transition and Urban Poverty, Housing amaidl Changes in China,
Eurasian Geography and Economjaes3 (3):380-382.

Zheng Wang, Ma, Cuifang., Weng, Guilan. & Wang, ¢,ir2004. A Study on
temporal and regional process of knowledge spilioanuals of Regional
Science 38:595-606. (in English)

Chai, Yanwei, Weng, Guilan & Shen, J@008,A study on commercial structure
of Shanghai from the perspective of consumer bedlra@eographical Research
27 (4). (in Chinese

Chai, Yanwei, Shen, Jie & Weng, Guilan, 2008, Tispace characteristics and
influencing factors of Shanghai residents’ consutimenavior.Economic
Geography 28 (2):221-227. (in Chinese)

Chai, Yanwei & Weng, Guilan, 2004, A study on temgloand spatial
characteristics of shopping behavior of Shenzhenmdents,Human Geography
19(6):79-84. (in Chinese)

Wang, Zheng & Weng, Guilan, 2004, A study on stgatglanning for local
tourism development—a case Of Zhenyuan in GuizhawviRce,Area Study and
developmen®3 (5): 73-76. (in Chinese)

Weng, Guilan & Chai, Yanwei, 2003. The cognitiordanigration preference Of
the residents Of metropolitan area to new edgegitHuman Geographyl8(4):
5-9. (in Chinese)

Chai, Yanwei & Weng, Guilan, 2004, Feminist geodrgapesearch on Behavioral
spaces of female residents in Chinese cittsnan Geographyl8(4):1-4. (n
Chinese)

Weng, Guilan, 2000, Ideas on development of tourism in Fanjihguntain
region of Guizhou Provinc&Economic Geography20 (5): 116-124. (in Chinese)

CONFERENCE PRESENTATIONS

Institutional Transition of China’s Urban Housings$em, paper presented in
Graduate Seminar on Contemporary China, Hong Kdaguary 7-10, 2009
Property Rights in Transition: Implications for @ribHousing in China, paper
presented at 2007 Annual Conference of AssociatioAmerican Geographers,
Boston, Massachusetts, April 15-20, 2008

The Geography of Non-hukou Interprovincial Migratio the 1990s: Spatial Change
and Dynamics, paper presented at 2007 Annual Centar of Association of
American Geographer#pril 17-21, 2007, San Francisco, California.

296



