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Introduction

The Pearl River Delta (PRD) as the “factory of
the world” and frontrunner of China’s reform
and opening process witnesses a new phase in
the gradual transition process. Immense efforts
have been done to move from a mere focus on
growth and spatial expansion towards restruc-
turing of the existing urban fabric and the cities’
economic base. There is a policy shift away
from labor-intensive production towards higher
value-added manufacturing and service indus-
tries and to a more knowledge-based economy
in general. This has been going on for some
years already, but gained substantial impetus
due to the global financial crisis, which can be
seen as an important catalyst for economic re-
structuring and upgrading in the PRD region.
The growth of the tertiary and quarternary sec-
tors calls for constant economic and urban re-
development processes and adaptation strate-
gies that allow for different spatial economic
entities to be attractive for companies and the
global as well as the domestic workforce.

Economic restructuring and changing urban de-
velopment strategies entail the thesis that these
transformations also bring about a change in ur-

ban governance modes or the way a city or ur-
ban area is governed. Therefore, the underlying
assumption is that a diversifying society, and
particularly the ongoing economic restructuring
process in the PRD, require new formal and in-
formal institutional arrangements, i.e. changing
modes of urban governance and specific sets of
stakeholder coalitions. We presume that in this
process informality, understood here as a mode
rather than a sector (ROY/ALSAYAD 2004), is in-
creasingly used as a tool of flexibility, testing,
and learning, whereas informality – used as a
substitute to fill institutional gaps in the early
phase of transition – has diminished over time
in the course of the reform process.

Economic restructuring implies a re-production
of space. In the PRD, it takes place by compre-
hensive planning approaches loosening the
strict division between industrial and urban
space, integrating various urban functions and
by upgrading the urban fabric intended to raise
urban liveability. How is urban space developed
and reproduced? And how are locational poli-
cies implemented against the background of a
changing economic base? These are the main
questions to be answered in this paper. They in-
clude questions of who is involved in planning

Friederike Schröder / Michael Waibel, Hamburg

Urban governance and informality in China’s Pearl River Delta
Investigating economic restructuring in Guangzhou

Abstract: Against the background of current economic upgrading trends in China’s so called “fac-
tory of the world“, the Pearl River Delta, this paper adopts an analytical urban governance per-
spective to investigate the role of informality in urban affairs. In the wake of dynamic economic
and urban growth coinciding with rising environmental and social issues, local governments in-
creasingly re-orientate their urban development strategies and apply flexible modes in responding
to these challenges. The main hypothesis of this paper is that informality in particular is used as a
tool of flexibility and that experimental policies as typical characteristics of the transitional
process in China are widely applied nowadays to attract knowledge-intensive and service-orient-
ed industries as well as a highly educated, and presumably creative, workforce. The hypothesis is
validated by empirical research analyzing governance processes in development and locational
policies of Guangzhou Science City.

Keywords: urban governance, informality, economic restructuring, Guangzhou. Pearl River Delta
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and implementation and what are the objec-
tives. Following these questions, our overall
aim is to analyze urban governance processes
in Guangzhou, China. As an analytical tool, the
integrated framework of urban governance de-
veloped by DIGAETANO/STROM (2003) will be
applied and consequently adapted to the Chi-
nese context.

For the case study, Guangzhou Science City
(GSC), particularly its physical development
and locational policies as a high-tech park and
urban environment, have been chosen. The role
of informality as potentially flexible device in
these processes will be of special interest. As
priority project of Guangzhou’s municipal
government, designed to upgrade the economic
structure along the value chain, GSC is an ex-
traordinary example for the interplay of eco-
nomic upgrading and comprehensive urban de-
velopment strategies. It is currently one of the
most ambitious and prominent urban develop-
ment projects in the PRD since the construction
of flagship high-tech industrial parks has been
promoted by the National Development and
Reform Commission in 2008 as a key strategy
of the regional upgrading of Guangdong
province.

The questions and arguments are analyzed and
presented in three main parts. The first analyzes
economic restructuring in the PRD. The second
discusses the concepts of governance and infor-
mality and relates both to the context of China.
The third section applies our research approach
to the case study of Guangzhou Science City
and discusses the role of informality in urban
governance processes in the field of urban eco-
nomic restructuring.

Economic restructuring in the
Pearl River Delta
In Europe and North America economic re-
structuring has mostly been a necessity of the
fall of regional economies or declining of in-
dustrial centers (HASSINK 2005, 571, FAINSTEIN/
CAMPBELL 2002, 6). In China, and particularly
in the Pearl River Delta with average yearly
GDP growth rates of 14 % between 2000 and
2009 (Tab. 1), rising salaries and living stan-
dards, and a fast growth in urban population
one can barely speak of a declining region.
However, high speed economic and urban de-
velopment, hastily built-up infrastructure, the

superimposition of new and old physical struc-
tures, traffic congestion, environmental degra-
dation, spatial fragmentation and social segre-
gation take their toll. These processes call the
need for restructuring of the existing urban fab-
ric and economic base.

The PRD has experienced tremendous econom-
ic growth and spatial transformation since the
late 1970s. It differs from the Yangtze Delta
River (YDR) in the way that its economic de-
velopment and urbanization process is mainly
the result of exogenous forces, such as foreign
direct investments (FDI), influences from the
Chinese diaspora of Hong Kong, Singapore,
and other parts of the world, and small to medi-
um-sized labor-intensive processing manufac-
turing. In contrast, the development pace of the
YDR rather results from endogenous dy-
namisms and agglomeration advantages from
the major city of Shanghai (HE et al. 2006,
431). Though dominated by external forces, in-
ternal factors – apparently affecting all regions
of China – also play a role in the PRD’s devel-
opment, i.e. institutional changes and innova-
tions, fiscal decentralization and fierce inter-ur-
ban competition. It is the interdependency of
different structural, cultural, and political forces
that have unevenly transformed the economic,
social, physical and spatial landscapes in the
PRD (HE et al. 2006, 436; SHEN 2002, 92) – and
transformation is still going on.

Agricultural diversification and industrializa-
tion of the 1980s and 1990s gives way to a new
phase of economic restructuring with a deliber-
ately induced shift away from labor-intensive
manufacturing towards knowledge-intensive
industries and a growth of the tertiary sector.
“Building a modern industrial system” (NDRC
2008, 15) is the programmatic device to priori-
tize the PRD’s development of modern service
industries (e.g. finance, convention and exhibi-
tion services, scientific research and develop-
ment), modernizing and advancing capital- and
technology-intensive manufacturing industries
(e.g. automotive, nuclear and wind power
equipment), and vigorously develop high-tech
industries (biotechnology, pharmaceutical
products, new materials, computer, electronic
and optical products) (loc. cit.). This new phase
of economic restructuring can be dated back to
China’s accession to the World Trade Organi-
zation (WTO) in 2001. The implementation of
economic restructuring policies has gained sub-
stantial impetus in the wake of the “financial
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tsunami”, as the global financial crisis was la-
beled in the PRD, that has laid off thousands of
mostly migrant workers in the labor-intensive
industries of textile, toys, and electronic pro-
duction.

Chinese governments at the national, provin-
cial, and local levels (i.e. municipal and dis-
trict-level governments) have recognized in re-
cent years that the economic boom of the last
three decades caused environmental costs and
has raised social exclusion. Thus, there is a ten-
dency away from a mere focus on economic
growth towards policies promoting an im-
proved quality of the urban economic and liv-
ing environment and of social, health, and edu-
cational infrastructure.

Recent statements made by party leaders illus-
trate the political momentum for economic up-
grading. For example, Guangdong Communist
Party Secretary Wang Yang maintained: “Our
growth model of 30 years, which enriched us
rapidly, has come to the end of its cycle. …Our
mission is a tough one.We must convince them
that we must change. The old ways of consum-
ing resources and importing labor will not
work. Even if we wanted to continue with it,
we would be unable to do so – we are running
out of resources and environmental capital.”
And the Guangzhou Party Secretary Zhu Xiao-

dan argued in a similar way: “We’ve paid a
heavy price for rapid growth. (…) We will sup-
port companies at the high end of the value
chain and use industrial parks as a driving
force.” (KUHN 2009a-e) The deeper meaning of
these quotations becomes clear when one con-
siders the latest ideological framework formu-
lated by the Communist Party of China (CPC)
in 2003. In order to adapt and adequately cope
with economic and socio-political challenges
on the one hand as well as to maintain supreme
authority and political legitimacy on the other,
the CPCoffers rathervague, but formative ideo-
logical guidelines phrased under the concept of
“Socialism with Chinese characteristics”. Un-
der this framework, Hu Jintao, General Secre-
tary of the CPC and President of the PRC, has
been promoting a new approach to develope-
ment, i.e. the “scientific development concept”.
The stated idea behind this concept and behind
scientific development is to “take people as the
main thing, establish a concept of comprehen-
sive, coordinated, sustainable development, and
promote comprehensive economic, social, and
human development” (FEWSMITH 2004, 3).
Hence, “scientific development” is ultimately
to lead to the construction of a “harmonious so-
ciety” and will thus officially change China’s
focus from mere economic growth to promot-
ing economic, social, and environmental de-
velopment (HEBERER/SCHUBERT 2008, 203;

Tab. 1: GDP growth and per capita GDP in the Pearl River Delta and its two major cities
Guangzhou and Shenzhen

2000 2005 2006 2007 2008 2009

Pearl River Delta (total)
GDP growth (compared
to previous year, %) 13.7 15.7 16.8 16.3 12.8 9.4
Per capita GDP
(in Chinese Yuan) 20,280 40,336 47,241 55,048 63,065 67,407
Guangzhou
GDP growth (compared
to previous year, %) 13.3 12.9 14.9 15.3 12.5 11.7
Per capita GDP
(in Chinese Yuan) 25,626 53,809 63,184 72,123 81,941 89,082
Shenzhen
GDP growth (compared
to previous year, %) 15.7 15.1 16.6 14.8 12.1 10.7
Per capita GDP 32,800 60,801 69,450 79,645 89,587 92,772
(in Chinese Yuan)
Source: Guangdong Statistical Yearbook 2010
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SCHOON 2011). Evidently, those slogans are still
underfed with a great deal of propaganda, but
the implementation of economic restructuring
policies can be certainly regarded as an essen-
tial step towards an economy that is less pollut-
ing and offers a higher quality of life.

Trickled down to the provincial level, the new
guiding principle has led to the most important
cornerstone of economic upgrading and restruc-
turing in the PRD, the “Plan for the reform and
development of the Pearl River Delta (2008-
2020)” issued by the National Development
and Reform Commission in December 2008
(SCHRÖDER/WAIBEL 2010, 2). Its main aim is to
build up a maturing industrial system by priori-
tizing the development of modern service in-
dustries, as well as vigorously speeding up the
development of advanced manufacturing with a
focus on high-tech development. The plan pro-
motes to substantially increase “gross domestic
expenditure on research and development”
(GERD) investments. Embedded into the cen-
tral government’s initiatives such as the
Eleventh Five Year Plan for National Econom-
ic and Social Development of PR China or the
Program for Mid- and Long-term Development
of Science & Technology (2006 to 2020) this
means an envisaged increase of research and
development (R&D) intensity to 2.5 % of GDP
until 20201 (loc.cit.).

With regard to this paper’s question of how ur-
ban spaces are developed and locational poli-
cies are implemented against the background of
economic restructuring, a very important and
often underestimated factor of relevance for
China’s rapid and constantly high economic
growth over the last 30 years is the pragmatic
and flexible experimental approach. It has been
introduced by the post-Mao regime to test eco-
nomic reforms in distinct spatial entities first
and, in the case of success, extend them to oth-
er regions in the country. In the Western con-
ventional understanding, legislation takes place
in advance of implementation. In China (and in
other transitional countries such as Vietnam),
the mode of testing or experimenting and there-
fore implementation before formal legislation
has proved a pragmatic tool in this rapidly
changing and highly heterogeneous spatial,
structural, and socio-economic environment (LIN
2001, 387; NG/TANG 2004, 181). ReformerDeng
Xiaoping famously characterized this experi-
mental approach as “groping the stones while
crossing the river”. Experimental forms of gov-

ernance mostly include the informal testing of
strategies or tools before formalizing them. The
Pearl River Delta region is a perfect showcase
for this experimental strategy.

This has also wider implications in terms of ur-
ban governance. As our research shows, the de-
velopment of Guangzhou Science City (GSC) is
accompanied by a high flexibility and experi-
mental character that involves a change in the re-
lationship between private companies and the lo-
cal state. This change became necessary because
state officials needed to cooperate with private
companies to achieve their predetermined devel-
opment goals. Before going into the case study,
we will have a closer look at the concepts of ur-
ban governance and informality illustrating their
value for analyzing economic restructuring and
the reproduction of space in Guangzhou.

Narrowing the understanding of urban
governance and informality
Governance is an ambiguous concept developed
from a discourse mainly in North America and
Western Europe. It deals with socio-economic
interdependencies that have been changing
since the late 1970s (JESSOP 1995, 309; KOOI-
MAN 2005, 150; MAYNTZ 2005, 13). It empha-
sizes that the idea of the state as key actor in po-
litical decision-making, its exclusive responsi-
bility for fulfilling state functions and duties, as
well as its influence on the economy and society
is increasingly changing. This often implies a
shift in understanding of political processes
away from government towards governance.
Whereas government denotes decision-making
that lies solely within the state and its institu-
tions, governance refers to altered interrelations
between state, society, and the economy and the
increasing importance of less directive forms of
political regulation (cooperative and non-hierar-
chical), e.g., political coordination or negotia-
tion in networks (PIERRE/PETERS 2000, 12).

Can such an admittedly fuzzy concept, stressing
the increasing role of non-hierarchical forms of
regulation, help to understand highly state-con-
trolled processes in urban China? The authors
believe that this question must be answered in
the affirmative. First of all, the emergence of the
governance paradigm stands for the adoption of
a wider analytical perspective in political sci-
ence. Secondly, it is maintained that understand-
ing it as an analytical concept (rather than as
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manifestation of a postulated changed global re-
ality) (PIERRE 2005, 451ff.) can create an aware-
ness of structures and processes influencing pol-
icymaking that would otherwise be overlooked.
Processes describe what actors can do, i.e., regu-
lation (via incentives or hierarchical command)
or coordination (BENZ et al. 2007, 16; PIERRE/
PETERS 2000, 22). Structures are understood here
as institutional contexts in which actors are able
to operate (hierarchies, markets, networks, com-
munities, associations). This allows analyzing
how regulation and coordination occur within a
defined policy field, such as economic restruc-
turing, or in a spatially distinguished area. With
regard to China’s gradual transition process and
its highly dynamic urban development processes
serving as arena for current economic upgrading
processes, this analytical governance approach
helps to entangle the complex forces underlying
urban affairs in China.

Urban governance
In comparative urban politics, governance is
conceived as a coordination process of political

decisions in the urban and economic spheres.
Derived from the structural perspective of polit-
ical economy, it is based on the notion that gov-
erning procedures at the national, regional, and
local levels; market forces; and economic as
well as social structures set the context of urban
governance (DIGAETANO/STROM 2003, 362).
However, an exclusively structural approach of-
ten lacks an encompassing consideration of the
complex set of influences and processes in ur-
ban affairs, such as cultural impacts as well as
the different actors and stakeholders involved.
This is particularly problematic in China, which
is influenced, among other aspects, by a long
tradition of cultural factors and the influential
role of powerful leaders (such asMao Zedong or
Deng Xiaoping). The significant deficiency of
single-level explanation is surmounted by the
comprehensive approach of DIGAETANO/STROM
(2003), the biggest advantage of which is the in-
tegration of three middle-range theories, i.e.,
structuralism, culturalism, and rational choice.
With its merit as integrative analytical tool, this
approach will be subject to our analysis of go-

Source: DIGAETANTO/STROM 2003, 372; modified

Fig. 1: Integrative model of urban governance
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verning structures in terms of economic restruc-
turing in Guangzhou.

DIGAETANO/STROM (2003) have highlighted the
importance of each approach, structural, cultur-
al, and rational-choice, as well as their dynamic
interdependencies. Therefore, they have en-
deavored to integrate all three into a single
framework. As an outcome, three interrelated
levels of analysis are identified: (1) The struc-
tural context (e.g. political decentralization,
transition, economic globalization) frames polit-
ical decision-making, including over time; (2)
political culture (beliefs, values, symbols) gives
meaning to political organization and decision-
making2; and (3) political actors who attempt to
influence governmental decision-making in
ways that benefit themselves and the interests
they represent. In this context, political actors
include all actors participating in urban gover-
nance processes, i.e., public as well as private
and social actors or stakeholders. The three
spheres of analysis trickle down to influence the
institutional milieu, understood as the set of all
formal and informal institutions that moderate
the different analytical spheres and are crucial
for their integration (Fig. 1).

The role of informality
Informality plays a crucial role when looking at
governance processes, since it is evident that no
political system, not even in the liberal democ-
racies of Western Europe, functions solely on
the basis of formal structures and processes
(DANIELS 2004). Decision-making or political
systems are not only the sum of formal institu-
tional structures, but a mixture of formal and in-
formal institutions (DIGAETANO/STROM 2003,
363). We understand institutions (both formal
and informal) with regard to the work of NORTH
(1990: 3) as “rules of the game in a society or
[…] the humanly devised constraints that shape
human interaction”.

Informality in urban and economic development
processes takes place within a complex set of re-
lationships between different actors, regulations,
and ways of decision-making. It is thus under-
stood here as interaction-related institution
defining informality according to social or eco-
nomic interaction. This interaction-related infor-
mality is associated with “contractual relation-
ships between different individuals or organiza-
tions (tiers of government may be among them,
but do not embody the state as producer of legal
norms)” (ALTROCK et al. 2008, 5). It describes

all forms of political activities that are not trace-
able and laid down in written documents. These
may be debates and discussions that find con-
sideration in decision-making processes beyond
a legal framework as well as all interaction be-
tween individuals and organizations, that ac-
company planning processes or contracts, but
are not written down. Interaction-related infor-
mality can contribute to mutual understanding
without explicit interaction and thus reduce
complexity while enhancing flexibility (loc.
cit.).

Despite a seemingly clear distinction between
formal and informal constraints, no single politi-
cal procedure can be characterized as being of
either formal or informal character altogether
(KIRCHBERGER 2004, 10). Thus, informality is
not necessarily contradictory to formal process-
es or official rules, neither should it be under-
stood as a deviation from the norm (i.e., formal
institutions). Close and complex links between
and overlaps of formal and informal spheres ex-
ist in all political systems. This makes it rather
difficult to distinguish clearly between formal
and informal (loc.cit. 11), a factor that has to be
kept in mind when investigating decision-mak-
ing processes. Governance analysis reveals the
specific strength of the formal-informal modes
of a political system, as well as their interrela-
tions, which shed light on the „real function“
(KÖLLNER 2005, 27) of a political system and
are therefore of eminent importance for analy-
sis. To understand how a city is governed with
its different policies and strategies can only be
understood when both formal and informal rules
and negotiations are analyzed (loc.cit.; see also
KIRCHBERGER 2004).

Informality – part of the game in
the Pearl River Delta
In the Pearl River Delta (PRD), a very active
state has been experimenting with flexible
deregulation within rigid institutional settings
since the start of the reform process more than
30 years ago. As a result, informality is con-
stantly being produced, which underlines ROY’s
(2009, 826) argument that informality is located
within the scope of the state rather than outside
of it. Though formal political institutions mature
and become increasingly effective, informality
remains robust and important in Chinese socio-
economic politics (FUKUI 2000). However, in-
formal institutions, like any socio-economic
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phenomenon, have changed and have been
transformed over time and space (ALTROCK
2012; FUKUI 2000, 13; WAIBEL 2008).

The prominence of informality in China is
closely related to the country’s political cul-
ture. Thus, one rather conventional explanation
why informal institutions are so pervasive in
China is suggested by PYE (1985): “In most sit-
uations, whether in the party, the bureaucracy,
or in nongovernmental institutions such as
schools and factories, too many people are
waiting in line for advancement and too few
options exist for the formal procedures to do
the job of selection. Therefore everyone must
prudently seek guanxi ties […]. Within the
Chinese bureaucracy the formal regulations
tend to be overly constrictive, producing cum-
bersome procedures and little effective action.
[…] hence the informal structures of power
built through the guanxi networks often serve
as the most effective way of getting the state’s
business done.” In such a context, informality
is mostly attributed to excessive state regula-
tions (ROY/ALSAYYAD 2004, 13). Doubtlessly,
the fact that the PRD has one of the most com-
plex administrative systems in the world with
multiple jurisdictions is conducive to such
kinds of informality (ENRIGHT et al. 2005, 233).

A more comprehensive analysis of specific
Chinese informal institutions made by social
scientists over the last three decades has re-
vealed a multiplicity of factors explaining their
origin (KIRCHBERGER 2004, 17), including:

– The particular cultural path of institutions
based on the Confucian tradition and the po-
litical culture formed by the socialist revolu-
tion. One example of the historical continu-
ities is the duality between the formal Con-
fucian respect for thoughtful, selfless, and
public-minded manners on the one hand and
the self-seeking, interest-driven, and ex-
change-mediated behavior in actual life on
the other.

– The importance of interpersonal relation-
ships, so-called guanxi. Political influence is
applied through subtle, culturally sanctioned
behavior by way of exchanges of favors and
repayment of commitment (FUKUI 2000,
15 f.).

– There is a lack of a rule-of-law tradition.

– The closely interlinked party-state structure,
which creates structural latitude. It is charac-
terized by the parallel party-state structure,
which allows for and encompasses diverse
and often opaque linkages between vertical
and horizontal lines of authorities (HEBERER/
SCHUBERT 2004; HEILMANN 2004).

However, the list might be arbitrarily contin-
ued. What is distinctive in the way informality
is used in China is that there is an amalgamation
of formalities and – importantly – a pragmatic
use of informal relationships. Informality will
most likely not disappear altogether. On the
contrary, it is the way in which informality is
practiced that changes over time.

Apparently, the Chinese state and its local rep-
resentatives at various levels engage in an am-
biguous set of practices concerning the role of
informality. ALTROCK/SCHOON (2009) coined
the term “conceded informality” for this phe-
nomenon. The term emphasizes the pro-active
state that tolerates informal practices where
they are functional (see also WAIBEL 2008;
2009; WAIBEL/GRAVERT 2009). This cooptation
of informal structures to serve formal govern-
ment has a long tradition in China. Conceded
informality seeks to abandon the dichotomy be-
tween formal and informal. LEAF (2005) speaks
of cooperative governance between formal and
informal structures, for example. The extent to
which informality is tolerated, used, or promot-
ed depends on a variety of determinants such as
the power of the state to formulate regulations
and policies; the availability of resources in the
public sector; global, national, and regional
economic competitiveness; and global influ-
ences on socio-cultural aspects. Specific pat-
terns and attitudes dealing with informality in
China, and in the PRD in particular, have been
identified by ALTROCK/WAIBEL (2010) and
SCHOON (2010):

– The state “fights” informality, when its major
political objectives are threatened.

– The state “tolerates” informality, when it
serves development.

– The state “promotes” informality, when it
produces new strategic knowledge.

– The state “utilizes” informality, when flexible
guiding principles serve as political strategy.
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This listing shows that the state and its local
representatives take a tactical approach in using
their position as rule-setters. For example, they
may accept informal bottom-up initiatives and
subsequently formalize them, e.g., as an ade-
quate response to newly emerging problems or
niches, or they can forbid them and, as a conse-
quence, ban informal institutions.Another more
simple reason for informality in the PRD can be
the lack of state power to efficiently filter
through all spheres of institutions, markets, and
society from the very beginning of the transi-
tional process (ALTROCK/WAIBEL 2010, 12).

The role of informality in China has wide im-
plications for urban governance, hence the way
economic restructuring and the accompanied
reproduction of urban areas. Flexible and ex-
perimental, testing and learning arrangements
are expected to being applied by local state and
private (i.e. companies) actors for the imple-
mentation of economic restructuring policies.

Changing urban governance in
the Pearl River Delta
In China, urban governance is characterized by
a high degree of state, especially local govern-
ment, control in urban policies (NG/TANG 2004,
175). Since the implementation of market re-
forms in the late 1970s, the central government
does no longer exercise an all-embracing top-
down control over economy and society
(CHAN/HU 2004, 10; NG/TANG 2004, 175; XU/
WANG 2002, 250). In fact, economic, adminis-
trative, and fiscal decentralization has taken
place throughout China since the start of the re-
form process, although politically, there has
been no significant sign of devolution (CHIEN
2008, 3). The combination of new market ele-
ments and decentralized state apparatus has of-
fered abundant flexibility especially for local
governments in pursuing extrabudgetary rev-
enues to facilitate entrepreneurialism in urban
development (WU 2002, 1075). Though still
strong, the predominant role of the central state
has been softened in many aspects of urban
change, new players from the private sector ap-
peared in shaping the urban landscape. The
prevalent mono-player arena has changed to-
wards a multiplayer arena with multifaceted in-
teractions of central and local governments, do-
mestic and foreign investors and businesses (HE
et al. 2006, 432). All in all, the transition from
planned to market economy, the policy of open-

ing up and increasing integration into the world
market, as well as learning processes and ca-
pacity building within the country have direct-
ed changes in the control, provision, and coor-
dination mechanisms over time (WUTTKE 2009,
11). In other words, the gradual implementation
of the reform process in China is causing con-
stant change in the “rules of the game”. This
implies changing governance arrangements, as
well.

In particular, local governments, i.e. municipal
and urban district governments, have become
key actors of economic and urban regulation
processes. Increased competition between
cities vying to attract companies and invest-
ments, but also environmental degradation and
social and spatial fragmentation are significant
challenges for China’s metropolises. This in
turn requires the constant adaptation of urban
development strategies. The increased impor-
tance of local governments and of private com-
panies for overall economic welfare has
strengthened their role in decision-making. The
autonomy allows them – to a certain degree –
to undertake independent planning, political
decisions, as well as legislative and executive
governmental functions. Moreover, despite its
function as regulatory instance, the local state
authorities have gained responsibility in the
promotion of local economic growth and, for
the first time, had to apply location policies of
their own to lure companies and capital. This
forces them to involve stakeholders, their
needs and aspirations and thus adapt a demand-
side approach guiding of their locational poli-
cies. How this rather customer-oriented ap-
proach is implemented will be shown in the
subsequent section of this paper.

The realignment of state, market and society with
a changing role of local governments has been
explained by different authors as the local state
incrementally following the logic of economic-
entrepreneurial action (cf. “autonomous local
governments”, LAQUIAN 2005; “local state corpo-
ratism”, OI 1992, 1995; “entrepreneurial city”,
JESSOP/SUM 2000; WU 2002, 2003; WU et al.
2007; “local developmental state”, ZHU 2004).

Case study of Guangzhou Science City
Methodology
The integrated framework of urban governance
developed by DIGAETANO/STROM (2003) has
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been applied to the case study of the Guang-
zhou Science City (GSC) development and its
locational policies. Concretely, how the repro-
duction of this urban area and its locational
policies are governed in order to enforce eco-
nomic restructuring is analyzed by looking at
the relationships and interactions between dif-
ferent actors and stakeholders in the public and
private sectors (governing relations, in the ter-
minology of DiGaetano/Strom), the way deci-
sions are made (governing logic), the impact of
key decision-makers, and their political objec-
tives.

The analysis is based on qualitative, semi-struc-
tured interviews conducted in 2009 and 2010.
Two main groups of interviewees were selected
for interviews. The first, stakeholders, consisted
of individuals with a potential stake in the de-
velopment and locational policies of GSC, such
as members of governmental bodies, planning
bureaus, companies located within GSC, and
residents, among them villagers affected by
eviction, living in the area of interest; the sec-
ond, experts, was made up of professionals
such as academic staff and planning experts that
were not directly involved in locational poli-
cies, but have in-depth knowledge regarding the
case study. Interviews with experts proofed to
be especially valuable for qualifying the wider
economic, political context. Altogether, 35 in-
terviews were conducted; of which eleven with
experts and 24 with stakeholders. The research
is complemented by an intensive review of gov-
ernmental documents, newspaper articles and
scientific literature.

According to our research experience, in China,
governance is frequently equated with partici-
pation in the realm of civil society. Having been
warned that in China, research in the field of
governance is often misunderstood as looking
for incidences of corruption, we frequently used
the term “urban management” doing inter-
views, particularly when talking to political
leaders.

Guangzhou Science City – a symbol of
economic upgrading
Guangzhou Science City (GSC) has been se-
lected as a showcase project, which represents a
spatial cluster of the higher value-added sector
and stands for the attempt to upgrade the local
economy (HE 2006, 205; WANG/HUANG 2007,
18). From an analytical governance perspec-

tive, its development is rather innovative. In
contrast to earlier developments, it is the result
of a comprehensive urban development strategy
and therefore represents much more than a
mere economic entity with high-tech focus: The
formerly strict division of industrial and urban
residential and commercial areas is loosened.
Besides building a new administrative center as
well as living area, the entire district, in which
GSC is located, has been planned as compre-
hensive urban environment to become an inte-
gral part of the whole metropolis. Moreover, as
part of the Plan for the reform and development
of the Pearl River Delta (2008-2020) promo-
ting the restructuring of the PRD’s economic
base, GSC is a very illustrative example for the
interplay of economic upgrading and compre-
hensive urban development strategies.

Located in the eastern part of Guangzhou and
comprising a total planning area of nearly 45
km2, GSC constitutes the linchpin of the
Guangzhou high-tech industrial development
zone (GHIDZ). As part of Guangzhou’s Urban
development concept plan established in 2000,
the city’s east is intended to serve as a center for
high-tech development (XU/YEH 2003). The
area has been strategically important for
Guangzhou’s economy since the early 1980s,
encompassing four national-level special eco-
nomic areas (Guangzhou Economic and Tech-
nological Development District GETDD,
Guangzhou Hi-Tech Industrial Development
Zone GHIDZ, Guangzhou Free Trade Zone
GFTZ, and Guangzhou Export Processing Zone
GEPZ). These economic areas were merged un-
der a single joint administration in 2002 and re-
named the Guangzhou Development District
(GDD) (SCHRÖDER/WAIBEL 2010, 70).

As priority project for economic upgrading
along the value chain, GSC is supposed to
develop into a flagship high-tech park with a
focus on information technology, bioscence,
pharmaceutical, and environmental industries.
Besides building a new center and a residential
area, the area as a whole is planned as a com-
prehensive urban environment, including the
provision of the social, educational, and admin-
istrative infrastructure elements required to
make it an integral part of the overall city (HE
2006, 205). In this regard, it not only serves as
a location for the attraction of knowledge-inten-
sive companies, but is also designed to attract a
qualified white-collar workforce to work and
live in this area. Further, it is anticipated that



GSC will relieve the core city and contribute to
a more polycentric urban development.

Governance in the development phase of GSC
The analysis of governing relations, governing
logic, political objectives, and key stakeholders
in the development of GSC reveals a mode of
strongly (local) government-led initiation as
well as implementation. However, needs and
interests of companies but also of inhabitants
have been increasingly considered. This has not
taken place via direct participation but in panels
and mostly informal exchange where experts,
selected elites, and companies take part in. Sur-
veys served to give insights on the needs of lo-
cal population, which were included in the
planning process (TANG et al. 2008; WUTTKE et
al. 2010).

Guangzhou municipality and its relevant ad-
ministrative bodies already initiated the project
of GSC in 1998, led the master planning and se-
lected the site. Together with district-level gov-
ernment bodies they were responsible for pro-
ject implementation. However, key decisions
have been finalized by high officials (on mu-
nicipal and district level), whose personal de-
velopment visions apparently influenced the
planning proposals. A common occurrence in
China’s urban planning is the involvement of so
called experts as consultants from outsourced
or privatized urban management research insti-
tutes or planning bureaus to aid in shaping the

economic reforms (LEAF/HOU 2006; TANG et al.
2008; WONG et al. 2006). Accordingly, Chinese
research and planning institutes were directly
approached by governing bodies to participate
in functional planning and design of the master
plans for GSC.

Besides municipal and district planning depart-
ments, private and international planning bu-
reaus were allowed to participate in the devel-
opment process as well. This is a new pheno-
menon as a result of strategic planning,
established in Guangzhou in the year 2000.
Strategic planning has emerged as an important
tool to respond quickly to the development and
control needs of local governments (LEAF/HOU
2006, 569; SCHRÖDER/WAIBEL 2010, 74). It has
been arisen from initiatives by local municipal
governments supplementing conventional mas-
ter planning which was considered as static and
inadequate to respond to rapid socio-economic
and urban spatial change. The Guangzhou Con-
cept Plan 2000 was the first strategic tool for
urban development implemented in China
(WANG et al. 2001, 5; WU/ZHANG 2007, 719).
This procedure is a perfect example of experi-
mental governance in China. First tested in
Guangzhou and subsequently Hangzhou (Con-
cept Plan of Hangzhou), these two plans are
now being followed by other cities in China.
Strategic planning as it is understood and prac-
ticed in China is undertaken to support local-
ized economic targets in line with attracting and
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Fig. 2: Changing involvement of key stakeholders during the development process of
Guangzhou Science City

Source: own design



guiding capital investment. It addresses more
flexible aspects of urbanization such as devel-
opment directions, which are soft, rather vague
formulated as future targets in urban develop-
ment and land use. These directions are beyond
what is considered by the physical planning ori-
entation of formal statutory planning (LEAF/
HOU 2006, 569).

Moreover, semi-private or special purpose as-
sociations have been involved to take over
functions that were formerly the prerogative of
the administration; most importantly in the de-
velopment of GSC these are investment consul-
tancies. They not only served as negotiation
part in the realm of the district government
when it came to relocation processes of villages
located within the planning boundaries. They
also have close relationships with companies
located in the area. They share believes and ex-
periences with local governments and give sug-
gestions due to their in depth knowledge about
companies’ and their workforces’ needs. To-
gether with the governments’ own mostly infor-
mal exchanges with companies and with over-
seas experiences, these suggestions form the
basis of decision-making processes in the case
of developing GSC. Face-to-face communica-
tion, e.g. during regular meetings within com-
panies or symposiums with businesses, is used
to learn about changing needs and demands of
companies, workforce and inhabitants (mostly
white collar). Collected needs and aspirations
are condensed and presented to the local Peo-
ple’s Congress (PC) and the Chinese People’s

Political Consultative Conference (CPPCC) to
be discussed and revised. Accordingly, planning
strategies are constantly revised and adapted.

In sum, though not formal involved in the de-
velopment process, non-state actors such as ex-
perts, companies and white-collar workforce
are apparently indirectly involved building-up
informal arrangements with governing bodies
and therefore influencing changing urban devel-
opment strategies (see Fig. 2). However, these
informal arrangements are open to a small group
of selected people, only. For example, the ordi-
nary population of the villages located within
Luogang District has not been included: About
60,000 of them had been relocated in the course
of the development of GSC since 2004. Howev-
er, participation was limited to a survey on their
housing conditions undertaken on behalf on the
management committee as well as to exclusion-
ary negotiations with the village heads.

All in all, it can be said, that the deliberate use
of informal arrangements in the development of
GSC served local officials to learn from exoge-
nous experiences via interactions with foreign,
returning overseas Chinese, and domestic in-
vestors. In this regard, investment, especially
foreign direct investment can not only be re-
garded as a driver for economic growth but al-
so an important channel of knowledge diffusion
for changing urban governance processes
(CHIEN/ZHAO 2008). There is a close connec-
tion between urban development strategies and
locational policies of GSC since the compre-
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Source: WAIBEL/SCHRÖDEr 2009

Fig. 3: Residential-, leisure- and work-spaces in Gouangzhou Science City



hensive development approach adopted for es-
tablishing GSC can be viewed as part of an
overall strategy to enhance the area’s attractive-
ness for investors and white-collar people to
work and live in GSC.

Locational policies and the role of informality
in Guangzhou Science City
The raison d’être of special economic areas in
China is to attract investors and therefore to
gain revenues. In times of economic restructur-
ing, it no longer suffices for the management
bodies to offer a fenced mono-functional indus-
trial area, as was the case 20 years ago. Nowa-
days, the message of economic upgrading and
advancement along the value chain is the most
important driver in locational policies. As a re-
sult, clean and liveable urban environments
with a lot of greenery and flagship architecture
are introduced to a highly competitive market.
This is especially true for GSC. Here, location-
al policies can be seen as an interplay of three
important tools: (1) hard incentive schemes; (2)
a comprehensive approach in designing the
physical outline of the area; and (3) soft incen-
tive schemes. Hard incentive schemes are
means from the classical toolbox of economic
development and investment attraction. In
GSC, these include the provision of technical
infrastructure such as roads, gas, electricity,
etc., economic incentives such as tax reductions
and tax holidays, low or no land use fees, in-
cluding discounted rentals, low energy costs,
and physical infrastructure such as an incubator
center for start-up companies to rent out lab and
office space or a special funding program for at-
tracting start-up companies.

GSC is planned for development into a com-
prehensive urban area. It is intended that “urban
liveability” and “quality of life” will be created
by the integration of various urban functions
specifically, housing, education, leisure and
amenities, and generous provision of greenery
and space in general (Fig. 3). The simple as-
sumption behind this new approach in regard to
the physical outline of GSC is that the more
qualified (white-collar and presumably crea-
tive) workforce working in knowledge-inten-
sive companies and living in the area is expect-
ed to have different needs and aspirations con-
cerning the urban environment than lower-
qualified (blue-collar) people working in labor-
intensive industries.

Eventually, soft incentive schemes are formed

around different informal, flexible, and trust-
building services provided by the zone manage-
ment and semi-private or special purpose asso-
ciations such as investment consultancies. In
GSC, these include openness regarding infor-
mation policies towards companies, pragma-
tism, service orientation, and particularly
network promotion activities. The latter encom-
passes various different layers of communica-
tion between companies, between companies
and organizations (e.g., chambers of commerce,
investment consultancies), and between compa-
nies and the government that serve to enhance
relationships and knowledge diffusion. This
mainly takes place in informal meetings at
lunch, dinner, during breaks at conferences or
club events such as a yearly golf tournament or-
ganized by the Guangzhou Multinational Cor-
poration Club (MNCC). The primary aim of the
network promotion activities is to increase
communication between companies with the
aim of fostering some kind of “innovative mi-
lieu”. Our research found that this multi-lay-
ered, complex net also serves another important
purpose: It allows the management body to get
information on the needs and aspirations of
companies and their workforce. This informa-
tion gained by interaction-based informality is
highly appreciated, because it allows develop-
ment strategies and location policies to be fre-
quently adjusted in order to remain attractive
for the companies. In this respect, learning
processes may be understood here as “learning
by interacting” (LIEFNER 2008). Such learning
processes are evidently crucial drivers for the
flexible adaptation of governance processes to-
wards economic restructuring (SCHRÖDER/WAI-
BEL 2010, 78).

A soft incentive feature that may be less publi-
cized, but was often mentioned during our in-
terviews with companies is the zone manage-
ment’s pragmatism and service orientation. In
this context, pragmatism means a flexible ap-
proach in dealing with (formal) regularities. A
striking example for this is the management
body’s pragmatic dealing with registration poli-
cies. Apparently, enterprises are not necessarily
obliged to be physically located within the area
of GSC itself. Apparently, it is sufficient just to
be classified as a high-tech company by the
government to enjoy the zone’s preferential
policies. Furthermore, the zone management of
GSC has a high reputation for its service orien-
tation, efficiency, and professionalism, and tries
to resolve any issues arising for companies
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within a few days. Further services include
training courses for start-up companies in the
fields of business development, tax regulations,
and acquisition of financial support. Apparent-
ly, the specific, increasingly institutionalized in-
teraction between management body and the
companies over time in the area of GSC has
contributed to – in terms of SCHAMP (2003, 151)
– time- and space-specific institutional arrange-
ments that rest on path dependencies but at the
same time have the potential of establishing
new structures for action.

Our research reveals that comprehensive urban
planning and soft incentive schemes are be-
coming more and more important in the course
of economic upgrading, and that these factors
can provide a decisive local advantage in com-
petition with other spatial economic entities.
This has been confirmed by interviews with
stakeholders and experts. Hard incentive
schemes have become increasingly ubiquitous
among special economic areas all over China,
and have therefore become less significant as a
location factor. Anyway, the significance of
these zones decreased after China’s WTO entry
was followed by the gradual reduction of pref-
erential policies and economic incentives. Cer-
tainly, the fierce competition between special
economic areas has promoted the deliberate use
of informal arrangements and therefore higher
flexibility regarding the governance of econom-
ic entities in China.

Conclusion
It has been illustrated that the shift from labor-
intensive towards higher value-added and capi-
tal-intensive industries is actively promoted by
national, provincial, and local governing bodies
in China’s “factory of the world”, the Pearl Riv-
er Delta. The upgrading process apparently re-
quires new urban development strategies and
locational policies as well as innovative gover-
nance constellations. In the tradition of the Chi-
nese transitional process, which is based on ex-
perimental approaches, informality is being
produced and applied in a flexible way. By an-
alyzing the development of GSC and its loca-
tional policies, this paper has argued that inter-
action-based informality is used as a tool of
flexibility as well as of experimental policies at-
tracting knowledge-intensive industries and a
highly educated workforce. The pursuit of com-
petiveness and the importance of learning are

immanent features of this process. Since hard
incentives, such as the provision of a reliable
technical infrastructure, are no longer unique
selling propositions, new strategies have to be
identified as means of distinction. The manage-
ment body of GSC is applying a wide range of
rather informal strategies in its development
strategies and location policies. This is appar-
ently happening despite a very clear and highly
transparent regulatory framework guiding in-
vestments and development procedures.

Thus, the competitiveness of GSC results to a
large extent from high flexibility and service
orientation towards incoming companies, most-
ly negotiated in informal interactions. Here, in-
formality as a mode of flexibility serves as a
strategy in locational policies to create a local
competitive edge. Further, informality is used
as tool for testing and learning. The selective in-
volvement of private actors and stakeholders in
the development and locational policies of GSC
has been cited as an example. So far, this infor-
mal procedure has mostly taken place via par-
ticularistic and personalized exchanges or, to
use the terminology of DIGAETANO/STROM
(2003), through a rather clientelistic gover-
nance mode. If this approach proves successful
in the long run, we may safely expect it to be
formalized, and then maybe even to become
less selective. This would imply a change of
governance mode towards non-exclusive
arrangements.

Moreover, the use of informality produces new
strategic knowledge in terms of comprehensive
urban development as well as in terms of up-
grading strategies towards a knowledge-based
economy. In this way, the management body of
Guangzhou Science City deliberately uses in-
formality as a mode of learning. All in all, we
would like to reiterate the important point that it
is the hybrid interconnectedness between infor-
mal and formal practices that makes the loca-
tion policies of special economic entities suc-
cessful. Therefore, simplistic connotations such
as that of the formal-informal divide, or the im-
plicit idea of formality as the norm and infor-
mality as a deviation from the norm, are obso-
lete when dealing with current urban realities in
China and elsewhere.

Looking at the development of governance and
informality over time in the course of China’s
reform period, it can be stated that in the early
stage of the transitional process, status-related
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informality was widely used as an alternative or
substitute for an inadequate or lacking legisla-
tive framework and non-existing local capacity
(subsumed here under the concept of “institu-
tional gaps”). In the further course of the reform
period, during the advanced transitional
process, however, informality may be more and
more regarded as a complement to formal
arrangements and to formal ways of interaction
(ALTROCK 2011; WAIBEL 2009).

Linking governance with the notion of infor-
mality reveals the importance of institutions
within the complex and highly dynamic urban
environment of China’s transitional process. In
order to add to the picture of urban governance
and informality in urban China, research on
other policy fields as well as on further spatial
and sectoral arenas is no doubt indispensable.
Grasping informality in China by means of an
analytical governance framework such as the
model of DiGaetano/Strom is certainly a chal-
lenge. First of all, it has to be reflected whether
such a model, developed in a Western context,
is appropriate for analyzing informal processes
in China. Certainly, this framework has to be
adapted to the situation in China. The field re-
search and subsequent application has shown
advantageous and disadvantageous aspects. Di-
Gaetano/Strom’s model of urban governance is
enticing because of its comprehensive scope,
which integrates three middle-range theories,
i.e., structuralism, culturalism, and rational
choice. But this comprehensive approach calls
for the consideration of a multitude of aspects
(e.g. structures and processes, culture, institu-
tions, actor-relations) in urban affairs. In this
way, it reveals challenges in research that might
finally lead to a lack of theoretical and empiri-
cal depth. Furthermore, the specific case of Chi-
na reveals characteristics such as the political
system (socialism with Chinese characters), the
important role of personal networks (guanxi),
the parallel party-state-system, that require par-
ticular consideration when analyzing urban
governance in China. All of these particularities
are difficult to cover using the DiGae-
tano/Strom model which shows the limits of its
applicability.

However, we should highlight the fact that the
model also has its merits. For example, its
breadth proved to be a distinct advantage, be-
cause it helps to embrace complexities in urban
affairs. These complexities are due to the plu-
rality and often opaqueness of national, provin-

cial, municipal, and even district strategies as
well as the multi-faceted relations between the
government, the corporate sector, and the
emerging civil society, to name but a few chal-
lenges. The model grasps the major and com-
plex influences affecting urban affairs. Each ap-
proach alone would not be sufficient for map-
ping the dynamic interdependencies and
interrelations between structures (and process-
es), culture, and actors. At the same time, the
model reduces the fuzziness of concepts such as
governance and informality, whose ambiguous
nature is certainly a challenge regarding con-
ceptualization and empirical operationalization.
Also, aspects of temporality are included with-
in the framework, particularly in the structural
context layer. These merits are especially im-
portant for analyzing urban governance within
the highly dynamic urban environment of tran-
sitional China.

Notes
1 In comparison, the average GERD (gross domestic ex-
penditure on R&D) in the European Union in 2007
was 1.8 %, in Germany and Japan 2.5 %, 3.5 % re-
spectively.

2 The division between informal institutions and politi-
cal culture is often misleading. In this respect, we pro-
pose to follow the understanding of KIRCHBERGER
(2004, 11). According to her, all observable regular but
not formally codified behavior patterns that apply to
interaction between different actors are considered “in-
formal institutions”. In contrast, behavior patterns that
are not directly observable, internalized moral con-
cepts, and individual socializations are considered
“political culture” (ibid.). Following this line of argu-
mentation, the widespread guanxi as the traditional
network of personal relations in China would be relat-
ed to political culture whereas a not formalized nego-
tiation process over political affairs would relate to in-
formal institutions.
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