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Abstract 

In the next thirty years, Africa’s cities need to make room for 900 million more citizens – 
roughly tripling the current urban population.1 This offers new opportunities for growth and 
prosperity, as well as significant challenges for public policy. At their best, cities are 
engines for economic development and rising living standards, but at their worst, they 
become sites of congestion, overcrowding and discontent. 

China is the only place in the world that has experienced a similarly monumental urban 
transition to the one currently being faced in Africa. Between 1978 and 2010, China’s 
urban areas took on approximately 700 million additional people.2 It was in the cities where 
productivity growth drove the country’s thirty-year economic miracle.3  

A major difference is that Africa’s current urbanisation has not been associated with 
anywhere near the same gains in productivity and poverty reduction that have been seen 
in China. Instead, the growth of Africa’s cities has more often been associated with 
development challenges such as the rise of slums, unemployment, and political instability. 
With well-implemented and far-sighted public policy, this trend could be reversed and 
urbanisation could unlock a process of sustained and inclusive development in Africa.  

This paper provides a framework to understand the similarities and differences between 
Africa’s current urbanisation pathway and the path China has taken over the last 30 years. 
We illuminate several areas for research that could be important for African policymakers 
to explore further, both to learn from China’s successes, as well as to avoid some of the 
challenges that are now being realised. This paper focus on the importance of sound 
policies around land use, infrastructure investment, urban governance, and 
industrialisation. In doing so, we highlight the unexploited potential of African cities. 
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No country has developed without undergoing urban transition. It is often remarked as the 
necessary, albeit insufficient, condition for development. When urbanisation is successful, 
cities offer a platform for people and businesses to come together and generate new 
innovations that underpin economic growth. The density of cities also offers the prospect 
of improved liveability, as it is much cheaper and more efficient to provide people with 
public services and infrastructure when they are clustered together in close proximity.  

However, productive and liveable cities do not arise automatically. Without active public 
policy, a growing city will soon see the downsides of density, often epitomised by issues 
like gridlock traffic and mega-slums. These issues not only undermine liveability, but they 
constrain productive potential if firms become unwilling to invest and generate the jobs 
and incomes that ultimately fuel long term development.  

Figure 1 demonstrates these ideas by depicting the relationship between the urbanisation 

rate in 2010 and income per capita across countries. Globally, there is a clear positive 
relationship between the two measures: higher urbanisation rates are associated with 
rising incomes across all countries. However, there is also a notable distinction among 
several African countries compared to what has been seen in China and other places: 
many African countries are reaching high rates of urbanisation without achieving similar 
gains in income.  

A major reason for these diverging performances, is that urbanisation in Africa has so far 
not gone hand-in-hand with large-scale and productive job creation. This was the bedrock 
of China’s growth: when people moved to cities, there were employment opportunities that 

Figure 1: Relationship between the urbanisation rate (%) in 2010 and log GDP per capita (PPP, 
constant 2010$) for a sample of 116 countries: Sub-Sahara Africa (N = 46), Asia (27), Latin 
American and the Caribbean (26) and Middle-East and North Africa (17). The graph splits the 
sample into Sub-Saharan African countries and all others in the sample from the rest of the 
world.  
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allowed surplus labour from agriculture to be shifted into higher-value industries. By 
contrast, Africa is urbanising without significant industrialisation. Migrants are moving 
towards cities, not as a result of rising urban productivity, but rather to break away from 
rural poverty.4  

A key question for African policymakers is why African cities have not succeeded in 
generating rising incomes and what can be done about it. In this paper, we choose four 
areas that provide interesting comparisons with the Chinese experience, namely: 

1) Clear systems for land ownership and proactive planning to ensure the efficient
and intensive development of urban land;

2) Pro-active investment in infrastructure and services to meet the needs of citizens
and to mitigate issues such as congestion, crime and contagious disease;

3) Empowering local governments to raise finances and to pursue large-scale,
targeted investments needed to improve liveability;

4) Ensuring physical connectivity and an overall enabling environment for firm growth
and investment.

Differing approaches in these four areas between Chinese and many African cities will be 
further explored in this paper. However, it should be noted from the outset that the scale 
of change in China is not only wholly unprecedented for one single country, but the 
contextual differences in terms of economic, geographic, historical and institutional make-
up are vast. In many cases, it may be unfeasible and undesirable for any African country 
to emulate the policies that guided urbanisation in China. No single approach would ever 
be suitable for a continent as diverse as Africa anyway, so with that in mind, this paper 
makes no attempt to be exhaustive. Our focus is on the forward-looking challenges African 
cities will face, and where the choices taken by China could be deemed informative for 
those looking to define their own models for urban growth.  

The rest of this paper discusses how certain urban policies can effectively contribute to 
the creation of more jobs and better living conditions. In the next sections, we first provide 
a brief overview of how cities can be engines of job creation and productivity growth. We 
then cover key areas to ensure cities are both liveable and productive – namely, land use 
and urban planning, infrastructure and services, urban governance, and firm growth. 

The co-evolution of urbanisation and job creation 

People are typically drawn to cities for the prospect of a larger number of available as well 
as more diverse job opportunities. At the same time, firms choose to locate in cities 
because they stand to gain from close access to markets, as well as learning from 
neighbouring businesses.5 These productivity benefits are often termed agglomeration 
economies and they are reflected by urban-rural income differences – another draw to city 
life.6 The process of economic development is hence intrinsically linked to rural-urban 
migration, as individuals move away from rural agriculture and towards higher-value jobs 
in cities.7  

This is clearly reflected in the development experience of China, where urbanisation and 
rapid economic modernisation went hand-in-hand. Forty years ago, roughly 80 percent of 
the population was employed in rural agriculture;8 whereas today, nearly 60 percent of 
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Chinese people live and work in urban areas. China has become the home of several of 
the largest and world-leading cities. This growth of cities was bolstered by massive 
industrialisation and economic growth: between 1978-2009, China’s aggregate GDP grew 
around 10% annually,9 effectively doubling national income every seven years.10  

Market-based reforms provided the initial impetus for China’s demographic shift towards 
cities: increasing productivity in agriculture created surplus workers and allowed huge 
portions of the agricultural labour force to move out of farming.11 At the same time, the 
state gave increasing support to privatisation, shifting away from centrally planned 
resource allocation and allowing the gradual liberalisation of economic markets and 
growth of the non-state sector.12 These reforms gave rise to China’s progressive 
industrialization and urbanisation process. In the initial early stages, the government 
focused on the development of townships, and within just six years after ‘reform and 
opening up’, almost 50 million workers had relocated out of agriculture in favour of 
industrial areas in townships and villages.13 

Later reforms attached greater importance to cities and the development of urban clusters 
and metropolitan circles. Reforms during this stage included those in the urban sector, 
further discussed in this paper, as well as the overall opening up of trade. These reforms 
encouraged workers from the rural and Township and Village Enterprise economies to 
move towards increasingly competitive cities. Importantly, these cities had the necessary 
mix of supportive infrastructure and institutions to encourage firms to grow and generate 
decent jobs that could absorb the large-scale transfer of the surplus rural labour force. The 
number of migrant workers increased rapidly during this period as China adopted a pro-
urban industrial strategy that could take advantage of low-cost surplus labour. In just three 
decades, nearly 300 million rural migrants moved to Chinese cities. By 2007, private 
enterprises accounted for 51 percent of urban employment in China's manufacturing 
sector and the country was positioned as a global leader in international trade.14 Today, 
the three largest cities in China occupy only 5% of land but are responsible for 40% of 
GDP.15 
One thing Africa clearly has in common with post-1978 China, is that vast numbers of 
people are moving out of rural agriculture and towards cities. Some of the migration from 
rural areas to cities can be explained by the need to escape volatile and very poor rural 
environments.16 Other explanations include the fact that within Africa, the more urbanised 
countries tend to be those with large endowments of natural resources. It is argued that 
this occurs because resource income spending raises demand for urban goods and 
services, some of which can be imported and some of which can only be provided locally. 
This spending, therefore, drives a movement towards so-called ‘consumption cities’ where 
employment is local in scope rather highly productive and internationally competitive.17 

However, as already noted, unlike China, Africa has been urbanising without major 
increases in agricultural or industrial productivity. Therefore, a crucial policy question to 
compare with the Chinese experience, is what people do when they get to cities: what 
kind of jobs do they have access to, and to what extent do these jobs support decent 
livelihoods and further economic growth. Recent work suggests that African cities have a 
much greater prevalence of primary employment, such as in agricultural services, than in 
other regions across the world and a much diminished role for manufacturing and service 
industries.18 This is true even amongst the largest urban areas, which generally tend to 
specialise in highly valued industries – such as finance and insurance – as manufacturing 
moves to smaller cities in response to rising urban land values.19  
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Some of the policies underpinning successful cities 

Making the most of urban land 

Many African cities are characterized by urban sprawl, rather than densification. 
Affordable housing near the central city is generally lacking, so the market response is for 
households to either crowd together in slum-like conditions to be near jobs in the centre, 
or to be side-lined to the outskirts of cities where it is easier and more affordable to build. 
These issues will only be exacerbated with future population pressures. As a result, many 
of these cities are spatially dispersed and, without commensurate investments in 
transport, they lack connectivity, meaning they leave citizens isolated from social and 
economic life.  

According to recent research on 265 cities across 70 different countries, the average 
African city is 20% more fragmented than cities in Asia, 29% more expensive, and with 
37% less exposure to people and jobs.20 Low exposure means that people are less able 
to connect and interact with other citizens, while fragmentation means that within a 
specified area, population density varies widely and inconsistently, limiting the potential 
productivity gains of clustering. The combination of low exposure and high fragmentation 
increases infrastructure and travel costs, limiting the productive potential of cities, 
businesses and individuals to grow.21 

To meet future demands for urban growth, policy will need to encourage the intensive and 
efficient development of land. There are three key areas for public policy to support 
unleashing the full potential of urban land:  

1. Clarifying ownership. Clear and well-administered land ownership is critical for
the efficient functioning of real estate markets - allowing land to be bought, sold,
developed, and coordinated according to the needs of urban growth.

2. Realistic and proactive urban planning. With effective planning, land is more

likely to be developed in an orderly manner. This helps to coordinate expectations
and influence the direction of future investments. It also helps to ensure that
sufficient land can be reserved for essential infrastructures, such as roads,
sewerage and safe water. Evidence has shown that trying to retrofit this
infrastructure after people have settled can be up to three times more expensive.22

3. Enabling land and building use regulations. Restrictions on land use and

building heights are sometimes necessary to ensure adherence to standards and
the development of quality of infrastructure. However, when they are unrealistic
and unenforceable, the restrictions can impair both liveability and productivity,
hence incentivising increased informality, for example, in the form of slums.

In each of these cases, it is instructive to further examine the Chinese experience to 
understand how these policy areas were tackled.  

Clarifying ownership over land 

By 1978, almost all of China’s land, both urban and rural, was either owned by the state 
or by collectives. Private property rights were virtually non-existent and land transactions 
were prohibited. In recognition that land is a fundamental cornerstone to unleashing the 
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potential of cities, the government has since undertaken gradual but significant reforms to 
land ownership.  

One of the early and influential reforms was the amendment of the 1988 Constitution. The 
amendment split ownership and use-rights, by officially adopting land-leasing as the basis 
for assigning use rights to urban dwellers. This meant that the government continued to 
own the land, but the use rights could be bought for a specified period of time (typically 
between 40-70 years), through two types of public auction mechanisms, and then these 
rights could further be transacted in accordance with the law.23 The same system is still in 
effect today and it has been transformative to China’s urbanisation process. 

There are other administrative laws which grant the local government powers over land 
use and expropriation. For instance, the 1998 Land Administration Law provides situations 
under which land use rights may be withdrawn for cases of public interest, although it 
should be noted that public interest is broadly interpreted, and it is commonplace for land 
to be withdrawn either to raise public revenue or to transfer property to private third-parties. 
If the right holder is entitled to compensation it is typically provided solely towards the 
structure sitting on the land, however, it may also include livelihood compensation if the 
structure or land is used for income-generating activities such as shops or farmland. 
Compensation is typically made either in cash (based on market prices) or in kind (in the 
form of a replacement structure), and accounts for any moving expenses or resettlement 
subsidies. 

Several important advantages for urban management have arisen from China’s land 
reforms since 1978: although the system still does not provide full private property rights, 
there has been progress to improve security beyond the pre-1978 system. Furthermore, 
having overarching state ownership of land has also meant that social and political 
conflicts have been reduced. In particular, it is clear that the government has the final 
claim to urban land and the principal way of recognising, recording and proving any other 
occupants over land was on the official government register. At the same time, however, 
land has increasingly been opened to market mechanisms that have enabled its dynamic 
and productive transfer. Lastly, the government has retained legal authority to enforce 
powers over land to ensure it is used for the public interest.   

Despite its advantages, China’s land system has also created many challenges related to 
the complexity of its administration. As land allocation and user fees are determined 
through an administrative, rather than competitive market process, land can be liable to 
be misused or unfairly priced. For instance, state-owned enterprises have often been 
accused of subverting local government authority thanks to their direct connections with 
central ministries.24 It has also been argued that self-interested political groups often look 
to make short-term gains from unfair land acquisition and transfer. This has contributed to 
an urbanisation model that heavily relies on the government’s ability to expropriate lands. 

Evidence shows that only one-third of the total 163,000 hectares of state-owned land that 
was sold in 2005 was done through “bidding, auction, and listing” – in other words, at 
market prices.25 According to new evidence, the auction systems themselves may have 
been subject to corruption.26 Since 2000, urban growth is also estimated to have 
encroached on farmland at a rate of 0.04 per hectare per new urban resident.27  Between 
1990 and 2010, it is estimated that local governments expropriated rural land around RMB 
2 trillion below market value, to make way for peri-urban expansion.28 This undermining 
of individual land rights is clearly in direct contrast to the principles enshrined in Chinese 
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laws. Unsurprisingly, this has led to public concern, according to surveying, around 65% 
of social unrest in China can be attributed to land disputes stemming from issues of illegal 
expropriation, inadequate compensation or forced land seizures.29  

Key lessons from the Chinese experience with relevance for Africa 

Given China’s unique land tenure system, any lessons may be more relevant to African 
countries with largely publicly owned land and less relevant to those with land largely 
privately owned. It’s important to note that across Africa, there is great variation in terms 
of land tenure systems. In some cities like Addis Ababa, the government acts as the 
principal owner of urban land and the key promoter of redevelopment. In others like Nairobi 
and Kigali, land ownership has undergone large-scale transitions from customary to state-
administered systems of private property ownership. Despite this, a common link across 
African cities, is that they grapple with overlapping systems of customary and formal 
tenure coupled with weak administration, often leaving institutional structures around land 
confusing and amorphous. One city that epitomises the challenges in land tenure is 
Kampala, Uganda (see Case Study 1).  

Case Study 1: the complex overlapping land tenure systems of Uganda 

Under the Constitution, land in Uganda is vested in the people.30 It further recognises 
the right of people to hold land under four different types of tenure systems, all of which 
exist in the city of Kampala today. As a direct result of this, Kampala has one of the 
most complex land tenure regimes of any city in the world.31  

These land tenures cover the two more conventional systems of freehold and leasehold. 
In addition, there is the third so-called “mailo” tenure system. This system is very specific 
to Uganda and traces its origins to colonial times. It incorporates 9000 square miles of 
land owned and managed by the Buganda Kingdom and it is structured with dual-
ownership rights: meaning both the land owner and the owner of any permanent 
structures on the land have basically the same rights.32 The fourth tenure system is 
customary tenure which incorporates land that is managed by specific tribes, outside 
the Buganda Kingdom. Each tribe in Uganda has their own customary rules and 
regulations on managing land.  

The resulting environment is one of very high tenure insecurity and poorly functioning 
land markets. It is estimated that about 95% of land owners across Uganda do not have 
officially registered titles, with similar figures for Kampala.33 To further these 
complexities, there is no complete database or system for land administration.  

Although the complexity of four concurrent tenure systems is very specific to Kampala, the 
situation of overlapping tenure and insecure land rights is one that is prevalent across 
African cities.34 This is one of the major reasons for urban sprawl and ineffective urban 
form as land is not used efficiently, given it cannot easily be transacted. Dysfunctional land 
markets then have numerous other implications, including discouraging private investment 
overall and hindering the emergence of effective land-based financing. We discuss these 
factors later in this paper. 
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There are several important areas, beyond land use and allocation, where more learning 
from the Chinese experience could be useful. These include moving towards more 
straight-forward administrative areas, such as maintaining accurate and updated land 
registries, to more complex questions around land-tenure regularisation and 
improvements around legal and administrative systems. As the case study of Rwanda 
(see Case Study 2) shows in more detail, it is possible to make swift and effective 

improvements in these areas. Although when it comes to reforming tenure systems across 
the continent, Rwanda still remains the exception rather than the norm. 

Realistic and proactive urban planning 

Over the last half century, most Chinese cities were, in principle, supposed to have been 
constructed according to rigid master plans that set forth the economic functions of each 
city according to their population sizes, spatial development and consumption paths.37 
Municipalities, under the central government, are meant to submit these plans for 
approval: each following the nation’s guidelines for protecting the ecosystem, consuming 
resources efficiently and promoting sustainable development and public welfare. 
However, in practice the majority of municipalities focus their master plans on land 

Case Study 2: Rwanda’s quick and cost-effective approach to parcel 

identification35 

Between 2009 and 2013, Rwanda became the first country in Africa to establish a 
comprehensive, up-to-date and fully digital property registry. Two aspects of the program 
are particularly notable: (i) the short time required from implementation to delivery – in just 
5 years the government systematically demarcated and registered over 11 million parcels – 
and (ii) the low cost of registration at just $6 per parcel, well below international averages. 

Before the parcel identification program, Rwanda was ranked 137th in the world for ease of 
property registration by the World Bank’s Doing Business Report; it is now ranked 4th. This 
shift makes Rwanda a much more attractive location for investment. Moreover, following 
formal land registration, land-related government revenues have increased over five-fold 
from approximately RwF 2bn ($3.3m) in 2011 to over RwF10bn ($15m) in 2013.36 

Picture: Digitised parcel demarcation. Source: adapted from Ngoga, H.T. (2018) Rwanda’s Land 
Tenure Reform: from non-existent to best practice, CABI. 
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consumption needs, driven primarily by the need to raise own-source revenue, rather than 
enhancing city development and sustainability.38 Whilst this has provided some 
advantages in terms of China’s ability to meet the demands of rapid urbanisation, it has 
often come at the cost of sacrificing liveability.  

As we show in Case Study 3 of Shanghai below, some Chinese cities have made 

significant progress coordinating their urban planning efforts to ensure land is serviced 
with critical infrastructure in advance of settlement. This infrastructure, particularly 
transport infrastructure, has been used to actively shape locations and patterns of urban 
development. 
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Case Study 3: Urban redevelopment in Shanghai 

Originally a small set of fishing villages, Shanghai is now estimated to be the largest city by 
population in the world. Now hosting around 23.5 million people, the city’s population has 
doubled in size since 1987. Shanghai is home to one of the world’s most iconic financial 
centres and boasts some of China’s most prime real estate, including the world's second 
tallest skyscraper – the 632-meter Shanghai Tower. 

The growth of Shanghai can largely be attributed to massive redevelopment of the 
downtown area in the 1990s. With the new land-leasing system in place, developers looked 
to make large profits from real estate investments, demolishing old dilapidated 
neighbourhoods and replacing them with modern towers.39 Many found Shanghai’s building 
growth unsettling, citing it as a real estate bubble.40 However, its record today is testament 
to the municipality’s capacity to anticipate the demand for urbanisation.  

Planning had an important role in the construction of Shanghai, not just for ensuring an 
adequate supply of built inventory, but for introducing enforceable standards around 
urbanisation. Early construction in the city had little regard for the preservation of the urban 
fabric, however, over time Shanghai adopted a model of regeneration that considered the 
importance of public space and the appropriate value of cultural heritage.41 These were 
some of the first programs in China to consider heritage as an asset that can enhance sense 
of place and the value of surrounding land. It has since been an important element of 
redevelopment programs in historic areas of both Shanghai and elsewhere nationally. 

Picture: Photo overlooking Shanghai’s Pudong area. Now home to some of the world’s most 
expensive real estate, much of Pudong was marshland in the 1980s. Source: Getty 
Images/Jackson Pal 

China’s land system has also incentivised in the rapid construction of real estate. In Figure 
2, we show China’s residential real estate inventory by city type.42 Real estate inventory 
is measured by the ratio of floor space unsold to floor space sold during the period, with 
the ratio expressed in terms of years of overhang. According to the data, the inventory 
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ratios across urban China has ranged from 0.4-4, meaning certain cities have had a 
surplus of property that could accommodate anywhere between four months to four years 
of urbanisation. This abundance of property has allowed China substantial room to 
accommodate large populations moving towards cities.  

Figure 2: China’s residential real estate inventory ratio across difference regions between 2006 
and 2013. The real estate inventory ratio is represented by the time it would take for housing 
inventory to be accommodated holding the current stock constant.  Source: Chivakul et al. (2015) 

Rapid and large-scale housing investment has also been facilitated by high rates of 
savings adopted by Chinese households.43 High savings have meant that household 
investments could afford quality and residential height that supported density and 
improved urban planning. This is one major reason why China has urbanised without the 
creation of large slums as both individuals and the government had the savings to fund 
housing infrastructure.  

Large-scale construction has also contributed to challenges, many of which are now being 
felt as China’s urbanisation has slowed down. These challenges include urban sprawl, 
ghost cities, and dormitory housing. In addition, there are growing concerns of Chinese 
property bubbles that could have large repercussions not only for the Chinese financial 
sector but for the global economy overall. There is now an increasing call for policy shifts 
towards regeneration of urban spaces that have been built already, such as is the case of 
Shanghai noted in Case Study 3, rather than co-opting more space for further real estate 

construction. 

The urban Hukou system is another important, but often controversial, policy tool that was 
used to plan settlement into Chinese cities. Hukou is a system of household registration 

that determines where citizens can reside and what kind of access they have to public 
services such as pensions, healthcare, and education.44 There is great variation across 
regions in terms of the public services that are awarded to citizens of different Hukou 
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groups: urban households have tended to have much greater benefits, while rural 
households have tended to be left behind. Even within cities, the system has made it 
difficult for people to improve their social status, as it is practically impossible to switch 
Hukou residency and gain better access to services even after moving to a new residence. 
In this sense, Hukou has been a tool to control migration into cities and to limit any social 
unrest arising as a consequence of over-migration.45 The has resulted in wider inequalities 
that are now retroactively trying to be addressed. Relaxation of the Hukou system has 
recently become a common initiative for cities such as Guangzhou, Wuhan and 
Chongqing, in their efforts to attract more migrants.46 However, this too has come with its 
share of controversy as incumbent residents fear the threat of lower-quality services if 
resources are increasingly going to be spread across more people.47  

Key lessons from the Chinese experience with relevance for African cities 

Many developing cities are wary of the influx of people they expect to face in the coming 
decades, often imposing restrictions on migration and land use as an attempt to curb their 
growth. However, the Hukou system shows that restriction on within-country migration can 
lead to very undesirable outcomes. Likewise, recent research shows that planning policies 
to restrict building development typically have little effect on preventing urban sprawl – 
instead they can engender other downsides such as higher rents in the city centres.48 
These poor planning decisions can be extremely costly and long lasting as shown in Case 
Study 4 of Nairobi.49 This is a result of two features. Firstly, it is expensive to provide 

infrastructure and services if places have been allowed to sprawl over large areas. 
Secondly, retrofitting infrastructure after settlement can be much more costly, both 
financially and in terms of disruption.  
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Case Study 4: The consequences of poor planning in Nairobi 

Nairobi has often been touted by leaders in Africa for its potential to be one of the 
continent’s economic powerhouses and a “world-class city region.”50 However, poor 
planning policies and perennial issues around land systems have meant Nairobi has 
actually seen rapidly rising inequalities. 

Roughly 60 percent of households live in informal slum-like conditions, as defined 
under the Millennium Development Goals.51 The complex history of land ownership 
coupled with weaknesses in urban planning have been major contributors to this 
widespread informality. Unrealistic restrictions on building and land use push much of 
the city to informality and discourage private sector investment in affordable formal 
housing. For instance, the minimum legal plot size for formal households is one-
sixteenth of an acre, which is completely unaffordable for the average household.52 
Furthermore, it is estimated that only 2 percent of formally constructed houses are 
targeted to the lower income segments of the market, although they account for the 
largest share of demand.53 

These weaknesses in urban management have led to the proliferation of slums in 
Nairobi. This includes Kibera, the largest slum on the African continent. One current 
estimate puts the cost of land misallocation in Kibera at over $1 billion; thus, the 
market value of titled land would in theory be high enough for each landlord to be 
compensated at the value of all their future rents, and each tenant household to be 
compensated with £16,000 (roughly 25 years’ worth of rent payments).54  

Picture: Kibera slum occupies a 3km2 area in central Nairobi. It is Africa’s largest 
informal settlement. A combination of poor planning policies and weaknesses in land 
institutions have contributed to its proliferation. Source: Getty images. 
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It seems that one major lesson from China’s experience is that rather than restricting the 
movement of people, proactively planning for their arrival is a route that can have more 
desirable outcomes. This is underpinned by some evidence from Africa suggesting that 
settlements emerging in areas that were planned better from the outset are also likely to 
stay that way in years to come. For example, research on slum upgrading and sites and 
services projects in Tanzania shows that areas that received critical infrastructure in 
advance of settlement ended up being better planned and better serviced even 30 years 
later.55 The improved planning subsequently resulted in land values on average five times 
higher than other areas that received the same amount of investment in the form of 
retrospective slum upgrading, but did not have planning in advance of settlement.  

Having a better understanding of the Chinese planning experience, both in terms of 
opportunities and pitfalls, could be useful for some African cities. It is important that cities 
take on proactive and realistic plans that account for local government capacity and 
incentives. Once cities have an effective arterial road and infrastructure system in place, 
it is much more likely that a formal real estate market can flourish. Here, the government 
has a key role to play in providing the core infrastructure that enables growth to occur in 
a structured and planned manner from the outset. An example of how this can be done 
cheaply and efficiently is outlined in Case Study 5, although this is only starting to be 

explored and examples of such initiatives are limited across the continent. 

Finally, investments in infrastructure and future service provision should also proactively 
consider questions concerning the equality and vulnerabilities of different residents in the 
city. Addressing this from the outset can thus help avert the high levels inequality currently 
observed in many Chinese cities. 
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Case Study 5: Making room for urban expansion in Ethiopia56 

The Ethiopian government has partnered with New York University’s Marron Institute 
to advocate a new model of urban planning. It focuses on making room for a growing 
city, but at the same time deeply involves the community. This approach aims to build 
the platform upon which cities can accommodate expected growth through three basic 
principles: (i) allowing cities to grow with requisite land for expansion, (ii) ensuring land 
is planned and serviced with core infrastructure, and (iii) securing the rights for their 
use. 

Initial results show that these new, simple and cost-effective plans have allowed for 
the creation of arterial roads and public spaces, bringing the available land supply in 
line with projected growth. Importantly, given that the plans were undertaken with the 
communities’ involvement, they are more widely accepted and therefore have a higher 
likelihood of being followed. An additional benefit of this type of planning is that local 
governments have been strengthened and a new university has trained hundreds of 
urban planners. 

However, city planning in the Ethiopian context, like with many African countries, has 
been challenging. For example, the advent of the Addis Ababa master plan previously 
led to widespread discontent by the Oromo ethnic group because large tracts of land, 
especially those used for agriculture, were to be transferred into the municipality and 
used for housing or industry. This led to widespread riots, which heavily affected 
national planning.57  

Supportive land and building use regulations 

Land use regulations and building standards have significant effects on urban form.58 A 
well-regulated real estate sector should operate within the boundaries of appropriate 
safety standards and land use requirements, without significant distortions to housing 
supply and affordability. However, excessive regulation can price residents out of the 
housing market, side-lining them to informality. Public policy has to make astute choices 
based on available resources in order to balance these priorities between housing to meet 
basic needs versus housing to satisfy certain standards.  

In China, the government has a strong influence on the real estate sector. Although, 
private entities play a significant role in real estate development thanks to land-leasing, 
this is done in practice through close public guidance. Like many countries, this regulation 
is in the form of land use restrictions to control urban development, such as maximum 
floor-area ratios.59 Research on 30 major Chinese cities shows that such regulations often 
impose restrictive constraints, which are also difficult to enforce.60 As such, developers 
often fail to comply with the system by building floor area above the regulatory limits.61 
Unrealistic restrictions are also an avenue for corruption and it has been noted that 
particularly firms with close-ties to the government are often the most persistent violators 
of land-use regulation. At the same time, evidence also suggests that regulatory FAR limits 
in urban China are much lower than the FAR levels that would maximize land value, 
especially for land parcels in relatively more attractive locations.62  
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Key lessons from the Chinese experience with relevance for African cities 

The sufficient provision of affordable housing is a major challenge across African cities – 
both for the residents who have already settled as well as for the future residents to come. 
Large-scale formal investment in low-cost housing is currently not underway, typically 
households live in low-cost shacks that do not comply with regulatory standards, have 
informal occupancy rights, and poor infrastructure. These issues relate to the policy 
challenges that we have so far highlighted. Unclear ownership systems that lock land 
markets in. Inefficient regulations which price low-income households out of the market 
and disincentivise formal private construction. The lack of planning ahead of settlement to 
ensure provision of housing either directly by the government or by the private sector 
based on foundational public infrastructure.  

Some countries like Ethiopia (see Case Study 6) have attempted to respond to the 

housing challenge through the provision of large-scale public social housing. However, 
most African governments cannot afford to finance such large-scale social housing 
provision and many similar projects have failed. An exemplary case is in Luanda, Angola, 
where a $3.5 billion social housing project developed on the outskirts of the capital, 
resulted in unit prices far above what low-income residents could realistically afford: 
apartments had a starting price of $120,000 in a country where per capita incomes are 
just over $4,000. 63 An additional problem for the provision of large-scale housing, as 
highlighted by the Ethiopian case, is its frequent location on the outskirts of cities. Without 
commensurate investments in transportation, these areas become inaccessible. It is often 
the case that the people who have been rehoused in the outskirts then decide to move 
back to more conveniently located slums, thus not resolving the problems of affordable 
housing and informal settlements.64  

One area where China’s experience may be instructive is how to stimulate the private real 
estate market.  Here, the regulatory environment will play a key role. While African and 
Chinese cities have had their own challenges with regards to regulations, the nature of 
these challenges, and its consequences, are very different. In particular, many African 
cities have inherited their housing systems and associated regulations from colonial times, 
which impose unrealistic standards, such as on wall thickness, room size, foundation 
depth and minimum plot size. Unlike the Chinese situation, where property developers 
seek to build above and beyond the low threshold density restrictions, in many African 
cities, the state imposes high standards for formal property development which are 
extremely difficult to meet without significantly raising property prices. In Dar es Salaam, 
Tanzania, the minimum housing lot size is 375m2, as compared to 30m2 in Philadelphia, 
a city in the US where average incomes are far higher. Given that these regulations are 
wholly unrealistic, they are also unenforceable: in the described case of Dar es Salaam, 
an estimated 90% of the city fails to comply with the imposed standards.65 This is what 
leads to the emergence of informal housing and stymies the emergence of large-scale 
formal housing.  

While restrictions can be important for maintaining the quality of the urban fabric as well 
as promoting aspects such as safety, it is critical that building standards reflect the needs 
of the city. This can help ensure that the costs of compliance do not impair urban growth 
or push citizens into informality. Some level of non-compliance is likely inevitable, but it is 
reduced when the benefits of non-compliance are low and the costs high. This is an area 
that can further be explored, particularly how to ensure there is enough housing for 
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settlement at the same time avoiding the pitfalls that China has experienced with its 
housing market, as there are urgent needs for further reform in Africa. 

Case Study 6: Addis Ababa’s Integrated Housing and Development Plan 

More than two-thirds of citizens in Addis Ababa live with poor housing conditions such as 
over-crowded spaces, informal building materials, and a lack of access to clean water and 
sanitation.66 Current estimates suggest that the housing deficit could be as high as half a 
million units.67 At the same time, the city population is expected to double in the next ten 
years to over 8 million. In the face of its growing urban population, the government has 
embarked on its ambitious Integrated Housing and Development Plan (IHDP).68 

To date, the government-driven housing program has built and transferred over 200,000 
flats to owner-occupiers via a lottery system.69 The state plans and builds these apartments 
at large-scale, outsourcing construction to private firms and providing connective 
infrastructure such as roads, sewerage and water in return. Most of the housing is built on 
the city periphery where land and local wages are cheaper, helping to reduce program costs. 
This has allowed the program to be self-financed without any assistance from foreign 
donors.  

Many see the housing program as a rare success in Africa. Research shows that the 
beneficiaries see dramatic improvements in their housing quality as well as a much greater 
willingness to invest in their properties.70 In turn, the developments become vibrant 
economic spaces, generating new sources of income and employment. Furthermore, the 
program is heavily oversubscribed such that many show a strong willingness to move out 
of slums in favour of the condominiums.  

Others see the program as contentious, drawing the government deep into debt whilst still 
failing to provide housing that is affordable to the average citizen. Many that win the lottery 
later choose to rent the property in order to pay off the mortgage.71 Some never take up 
residence because the condominiums are too far away from jobs in the centre.72 
Furthermore, transport investments have not kept at pace, so with many of the 
condominiums located on the outskirts of the city, some argue it causes social exclusion. 
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Picture: New condominium developments on the outskirts of Addis Ababa. Source: Charlie 
Rosser 

The critical role of infrastructure and public services 

As cities grow, governments have to make major investments. Larger cities inherently 
require more effective provision of public services and infrastructure – such as housing, 
transport, energy, and water – so they can become places of rising living standards and 
productive industries. These public investments can coordinate and encourage other 
complementary investments taken on by households and firms.  

The Chinese approach to infrastructure and public service investment 

High fixed capital investments in industry and infrastructure were key to China’s early 
stage development and urban transition. In Figure 3, we use World Bank data to compare 
the rates of gross capital formation in China and Africa. Africa had roughly the same 
investment share of GDP as China did in 1980; however, it has consistently seen a rising 
share of investment in GDP since, which has been coupled with rising income levels. 
Contrastingly, over the period, Africa’s share of investment in GDP has fallen, while GDP 
has roughly stagnated.  

https://charlierosser.com/
https://charlierosser.com/
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Figure 3: Gross capital formation (% of GDP) in China vs Sub-Saharan Africa 1980-2015. GCF is 
otherwise known as gross investment, it consists of outlays on additions to the fixed assets of the 
economy plus net changes in the level of inventories. Source: World Development Indicators 

China’s higher investment levels have served to facilitate massive infrastructure programs 
undertaken over the last four decades. For instance, China did not have any high-speed 
rail in 1999, but by 2010 had 7,400 kilometres worth of track - the highest in the world.73 
Road construction has been similar: by the end of 2010, China had 74,000 kilometres of 
highway, second only to the United States.74 China has also become the leading producer 
of electric power, surpassing the United States in 2011. 

Although China has now become a world leader in renewable investments, its concern for 
the environmental consequences of rapid urbanisation is relatively recent. Hence, the its 
past investments and population growth has been coupled with increased environmental 
stress. For example, between 1980 and 2010 oil and coal consumption in China doubled 
every twelve years and electricity usage doubled every five.75 Moreover, according to the 
World Bank, 16 of the 20 most polluted cities are in China;76 while Greenhouse Gas 
Emissions is said to be the third leading cause of death in Chinese cities.77 These 
environmental stresses extend to water: out of a survey of 198 cities in 2012, 57% of 
groundwater was rated either bad or extremely bad, whilst 40% of rivers were deemed 
seriously polluted.78 This will have further knock-on effects in the future as urban water 
demand is already outpacing supply by as much as 6 billion cubic meters per year.79 
Although China has now adopted a model of “ecological civilisation” that is expected to 
move urbanisation forward in a more sustainable and resilient manner, some question 
whether this consideration has been incorporated too late.80 

Key lessons from the Chinese experience with relevance for African cities 
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While infrastructure has improved dramatically across Africa over the last few decades, 
many cities still have major deficiencies. In transport, it is estimated that the density of 
paved roads in Sub-Saharan Africa is less than one quarter of other low-income regions.81 
With unpredictable and unreliable roads, high transport costs lower firm productivity and 
competitiveness in trade.82 Power is another example, where Africa has around half the 
generating capacity per person compared to South Asia.83 Without reliable energy, large 
firms have to depend on their own back-up generators, while others struggle to operate 
without power.84 Furthermore, only 33 percent of urban households in Sub-Saharan Africa 
has access to piped water on premises in 2015, compared to an average of 79 percent 
worldwide.85  

An important aspect to further scrutinise the Chinese experience is how to plan for, finance 
and coordinate major infrastructure investments. In addition, given that much of the 
infrastructure investment currently happening in African cities is both being financed by 
the Chinese government and constructed by Chinese companies, this is an area where 
understanding China’s role in African urbanisation will also be key. Unlike the Chinese 
experience, it will be imperative that African countries understand how such large-scale 
investments can be made, incorporating considerations for the climate and the 
environment, to ensure sustainability and resilience for these investments from the outset. 

Improving urban governance and municipal finance 

Under conducive institutional structures in cities, firms grow and new businesses start up, 
creating thousands of new jobs annually. Productivity growth should then become a self -
sustaining process: as employment increases, income and market size expand, more 
funds become available for public investments and firms achieve the scale and 
specialisation needed to make them competitive. All of these factors are required to 
ensure that cities work better to accelerate economic transformation, the pace of which, 
therefore, is dependent on the alignment of existing power structures. 

The underpinning features of institutions can broadly be categorised into three groups: 
responsibility, capacity, and legitimacy:86 

● Responsibility: relates to who or which agency makes a given policy decision in

a city. In essence, this captures how well decision-making authority is assigned
and whether there are ambiguities due to overlapping mandates or complex
chains of command.

● Capacity: reflects the competency of governing authorities to fulfil their mission

statements or purposes based on their management and governance structures
and their motivation for achieving results. This includes: (i) Human resources:
number, skills, experience; (ii) Material/physical resources: capital, assets; (iii)
Financial resources: cash flow, credit, access to finance and ability to issue debt;
(iv) information: knowledge, databases, advisory services; and (v) dedication to
achieve objectives.

● Legitimacy: reflects the right to rule of government which is often based on a

common narrative of either development, institutional mandate, or descriptive
representation. Citizens will rarely accept their government automatically, instead
active public policies are required to ensure citizen engagement and a reputation
of good performance by the government for its citizens.

Social learning and policy experimentation in the Chinese case 
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One of the successes of China’s development model and urban transition was the 
country’s capacity for policy learning at a local level. China’s development approach was 
rapid and innovative, but it was also flexible, as personified by the idea of “crossing the 
river by feeling the stones”. It was a recognition that coming out of the Mao era, where 

governing institutions were relatively underdeveloped, the potential repercussions of 
implementing grand, national-level policies and getting them wrong were immense. 
Moreover, the sheer size of the country and its inherent regional variations, called for 
flexibility and a gradual, location specific outlook.87  

Crucially, these ideas meant local governments were effectively empowered in three 
ways: (i) learning by doing through experimenting with different development approaches; 
(ii) effective decentralisation of fiscal and administrative functions; and (iii) active
incentives to carry out policies. This is not to deny that China still maintained a centrally-
controlled state structure, however, the environment created could simultaneously
facilitate ‘top-down’ central sponsorship of policies whilst also mobilising ‘bottom-up’
initiative through local experimentation.88 Local governments could pilot policies that were
tailored to local development needs, whilst still being guided by a variety of state-level
objectives.89

Another important element is the primacy assigned to economic performance in the career 
evaluation process for Chinese government officials.90 Each local government is evaluated 
through a performance system that rewards local leaders for their success against national 
development goals.91 Successful projects are then scaled-up nationally. This has led to 
harnessing of large parts of the local bureaucratic apparatus, with the goal of attracting 
investment, including agencies that would nominally not necessarily have an explicit 
economic focus.92 In combination with fiscal decentralisation, this institutional set-up gives 
local policymakers the means and incentives to promote local economic development. 
Furthermore, it supports the advent of a cycle in which increasing urban revenues allowed 
for additional infrastructure investment, generating further economic activity and ultimately 
further revenues.  

Social learning and experimentation has led to some of the most important innovations in 
China’s urbanisation and industrialisation cycle. One example is the Special Economic 
Zone (SEZ) in Shenzhen, which epitomises the strengths of the Chinese model of urban 
planning coupled with local decentralisation and innovation. Shenzen is an interesting 
example to consider (see Case Study 7), it is often regarded as one of the most innovative 

cities in China for public policy, both in terms of economic reforms as well as its role in 
promoting urban change.93 As one of the first ever SEZs piloted in China in the early 
1980s, Shenzhen was originally set-up to bypass issues of central planning and offer 
economic incentives to attract business investment. Among its important economic 
innovations were the implementation of contract labour and a non-fixed wage system, 
which brought the city huge efficiency gains via lower labour costs and the ability to attract 
the best qualified and motivated enterprises.94 Shenzhen was also the testing ground for 
some of China’s most important urban land reforms. Ultimately, this led to a highly 
productive city that spearheaded many aspects of the country’s economic 
transformation.95 Although Shenzhen provided replicable individual innovations and was 
deemed an overall success, as we discuss later in the paper, three other SEZs launched 
at the same time were less successful. In this sense, experimentation was not only 
important for learning what worked and could be scaled, but also for helping policymakers 
identify failing policies.  
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Case Study 7: Land policy experimentation in Shenzhen 

The first ever transaction of land use rights occurred in the Shenzhen Special Economic 
Zone (SEZ) on the 9th of September 1987, when the municipality sold user rights to a local 
company over a 50-year lease.96 This was despite the fact that the 1982 constitution in effect 
at the time, which stated that 'no organization or individual may appropriate, buy, sell, or 
lease land, or unlawfully transfer it in other ways'. Shenzhen modelled its land auction off 
the Hong Kong leasehold system.97  

Several more land transactions followed and these set a precedent for monumental changes 
in Chinese land use management.  Within one year, the national government amended the 
1982 constitution in order to officially adopt the land-leasing practices of Shenzhen 
nationwide - paving the way for the substantial urban redevelopment and renewal that 
Chinese cities have since witnessed.  

As the first city to initiate land-leasing, Shenzhen also became one of the first recipients of 
large-scale commercial interests for real-estate development. As noted, prior to this reform, 
national and local government had been the primary propagators of capital investment for 
urban redevelopment across China. However, Shenzhen’s land-leasing allowed the 
legitimate commercialisation of land, thus clearing the way for non-state sectors to 
undertake large-scale land and property related investments within a more market-based 
system and therefore reconfiguring the state’s role as a regulator of physical development 
rather than being the dominant player.98 Between 1980 and 1990, the proportion of capital 
construction investment in Shenzhen Municipality from both central and local government 
fell from 34.1 percent to 11.7. At the same time, annual investment inflows grew almost 
forty-fold, from an initial 125 million yuan (~80m USD) in 1980 to 5 billion yuan (~ 1.05bn 
USD) by 1990.  

Picture: Property developments at Shenzhen harbour. Source: Pixabay Izq19840715 
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Across China, many other municipalities adopted this culture of policy experimentation 
and often the central government played an important role in guiding the process. In some 
cases, the central government has actually instigated urban policy experiments itself, such 
as several incremental urban housing reforms in the late 1980s and 1990s.99 In these 
cases, the central government chose the pilot experiments, the cities to host them, and 
ultimately whether they were replicated nationally. This discovery of housing policies 
through experimentation has since had an important impact on the way housing is 
produced and consumed in Chinese cities.100 

However, despite the notable achievements of local experimentation in cities such as 
Shenzhen, it has not been without its shortcomings. For example, competition between 
different regions has occasionally led to redundant infrastructures, as competing local 
governments duplicate efforts to attract investments. Competition has also disincentivised 
the cooperation between different provincial and municipal governments, as local officials 
prioritise the achievements of results with their own resources, rather than developing 
complementarities with other local governments.101 Lastly, some commentators point to 
the incompatibility between economic imperatives, sustainable development, and the 
orderly spatial organisation of cities, particularly if officials allow investors to subvert the 
directives of spatial planning.102 

Local government’s ability to capture land values for revenue 

The move towards a land leasing system provided local governments in China a crucial 
source of revenue with which they could finance investments in their cities. Local 
governments were able to tap into appreciating land values in cities and take control over 
how these public resources were spent. This process facilitated a cycle in which publicly 
generated increases in land values, which arose over the course of the urbanisation 
process, could be captured by the local government and re-invested in cities to ensure 
they had adequate resources to support their growing needs. Given the rapid rates of 
urbanisation in Africa to date, this is one financing tool that is currently being explored by 
local governments. Here it may be instructive to learn from China’s experience as it is 
deemed to be one of the most successful examples of land-based financing to date.  

While the Chinese system of land-leasing has brought significant resources to subnational 
governments, it is also important to note the downsides. Some observers argue it is over-
reliant on urban expansion, which has contributed to sprawling cities, whilst also 
progressively challenging local governments’ ability to avail land for auction, particularly 
as lease-terms have now been extended to 40-70 years. 103 One must also consider how 
municipal finance fits into the broader context of China’s national governance and fiscal 
framework. Uneven decentralisation of the fiscal system has engendered many regional 
disparities in the per-capita tax base which are typically not allayed by national fiscal 
transfers. With large gaps between expenditure responsibilities and fiscal resources, many 
subnational governments have had to take on large debts or use illicit approaches to raise 
revenues.  

Increased local autonomy has also had its downsides. For example, political elites have 
often been accused of abusing the auction system, pursuing policies in their own self-
interest above the prosperity of their jurisdictions as a whole.104 For instance, it is argued 
that competition between local governments for achieving rapid economic growth has 
often provided incentives for bureaucrats to avoid making better use of underused urban 
land.105 Instead, municipalities are able to generate huge revenues through cheap land 
requisition in the areas surrounding their cities, and subsequent selling of user rights to 
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industrial activity. This contributes to issues of unfair land acquisition and urban expansion 
mentioned previously.106 Another concern is that local officials have often emphasised 
land allocation to capital-intensive manufacturing above the service industry, potentially 
limiting the benefits of high urban density - which are argued to be more relevant to the 
service sector.107 According to the World Bank, China devotes around a quarter of urban 
land to manufacturing, whereas cities like Hong Kong and Seoul devote only 5 and 7 
percent respectively.108  

Key lessons from the Chinese experience with relevance for African cities 

It cannot be emphasised enough that Africa is a large and extremely diverse continent. 
Hence, each African country, and in fact city, will need to work on identifying their own 
specific solutions and then to target policy approaches and resources around those. What 
is important to understand from the Chinese experience is how to encourage policy 
learning and subsequent scale-up through empowering and incentivising local 
government. It’s also be important to take heed on how to ensure local officials can be 
incentivised to experiment in ways that maximise public benefit, rather than private gain. 
Once policy experimentation is deemed successful, the Chinese experience may also 
provide insights on how to scale these up from a local to a more national level.  

From a municipal financing perspective, there are challenges to fully emulating the 
Chinese model elsewhere, and particularly in Africa as a result of the complexity of their 
tenure systems. The Chinese model of land-based financing requires the tight 
administration and public ownership of land that the Chinese government has. Many 
African countries would have to undertake reforms of their land systems first, before they 
are able to undertake similar land-based financing. 

More importantly, when learning from the Chinese experience, it is important to highlight 
that their current model of value capture will soon reach its limits. For example, there are 
policy experiments in Shenzhen that try to emulate Hong Kong’s so-called “Rail+Property” 
model.109 This model of transit-oriented development allows for the capture of value from 
public investments in the transportation system. However, it is already facing challenges 
in its implementation in the Chinese context; for example, outside of Shenzhen, other local 
governments have found their real estate markets not to be vibrant enough to be willing 
to experiment with this model.110  There are a number of other value capture mechanisms 
that Chinese and African cities may want to concurrently explore, in order to avoid the 
challenges of relying solely on land-based financing through expansion. 

To supplement local government revenue, the Chinese government has been exploring 
the possibility of introducing a property tax. It has already experimented with this in 
Shanghai and Chongqing, but has not managed to scale it up nationally yet.111 This is one 
area where China could actually learn from the diverse experience with property tax 
across the African continent, as many countries have had a property tax for a number of 
years and are currently reforming their systems with positive results.112 For example, 
administrative reforms in Kampala, Uganda, resulted in increases in property tax collection 
by more than 100% in the space of four years.113  

One of the major questions for the Chinese government is the affordability of an 
introduced tax. In particular, there are fears that the introduction of property taxes could 
result in a large real estate sell-off, with dire financial implications for the national 
economy.114 Although the property markets in African cities differ from those in Chinese 
cities, African policymakers have been grappling with similar issues of ensuring 
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affordability for taxpayers. Here, the introduction of the Land Use Charge (LUC) in Lagos 
provides an interesting example: in an effort to consolidate a number of prevailing taxes 
related to property, reforms were done to create one overarching tax, the LUC. To 
overcome resistance when it was initially introduced in 2001, the Lagos State 
Government initially set the rate relatively low and rather focused on ensuring it captured 
as many properties as possible in the tax base. They progressively increased rates over 
time and coupled these with communications campaigns to highlight to the public what 
infrastructure and services property tax was paying for. Hence, this example also 
highlights how to communicate the importance of property tax and its link to service 
provision in order to ensure political buy-in. This could be especially important in the 
Chinese context as it will be a relatively new tax and thus likely to suffer resistance.115 

Facilitating firm growth and investment in China 

The primary objective of urban policies should be to ensure that cities provide a favourable 
environment for economic growth and rising living standards. Effective land use and 
infrastructure policies are the fundamental building blocks needed for increased 
connectivity which allows cities to reap the benefits of scale and specialisation.116 Three 

types of connectivity matter the most for economic activity: 

1. Between workers and firms.
2. Between households and sellers of locally-consumed goods.
3. Between producers and markets for internationally-traded goods.

Connectivity can be improved through two channels: density and transport. Policies that 
aim to increase productivity by improving connectivity are referred to as “spatial”, or “place-
based” economic policies.117 These are distinguished from traditional, non-spatial policies 
used to improve productivity through other channels, such as tax exemptions or 
subsidised credit, for example. 

Effective spatial policies have played a critical role in the economic success of China and 
today’s other middle- and high-income countries. The combination of urban density and 
transportation infrastructure, in particular, allowed the Chinese government to build highly 
connected cities, lowering the costs for firms and workers and simultaneously fostering 
urbanisation and industrialisation. Improved cost competitiveness in turn meant that firms 
in these cities had better prospects of competing in international markets, which offered 
further opportunities for their expansion and concomitant increases in productivity.  

As outlined in the section on governance, it is also important that local governments have 
capacity to plan and implement effective policies. A key feature of the Chinese institutional 
setting was that urban and economic planning were closely integrated and coordinated 
across government. This was underpinned by China’s huge population and large surplus 
of rural labour, which meant its urban and industrial growth strategy could capitalise on 
low-cost migrant labour – often offering only partial access rights to the city in return. At 
the same time, planning processes were given scope to flexibly adapt policies to short-
term changes.118 This meant authorities could support firm growth by being responsive to 
their changing requirements. 

Special Economic Zones (SEZs) 

Special Economic Zones (SEZs) are one of the main spatial policies that can be used by 
governments as a tool for industrialisation. An SEZ is a delimited geographic area where 
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bespoke infrastructure and a differential regulatory regime are used to attract certain kinds 
of investments. Whilst there is a long story of using economic enclaves for commercial 
purposes, the modern concept of SEZ arose in the post-war period, starting with the zone 
in Shannon, Ireland, in 1958.119 Export-processing zones (EPZs), a specific type of SEZ, 
were also an important part of the development experiences of many East and Southeast 
Asian countries before 1979.120 However, the wide use of SEZs took off in the 1980s and 
1990s, as increased capital mobility in the global economy, coupled with improvements in 
the transport and communications sectors, allowed firms from more developed countries 
to search for low-cost production sites around the world.121  

China was at the forefront of this trend in the world economy. The Chinese SEZ 
programme, initiated in 1979 and later greatly expanded, was the most iconic country 
experience with SEZs and has inspired the recent uptake of this policy tool as a means of 
promoting industrialisation in many developing countries. The emergence and success of 
the SEZ model in China owes in large part to the strengths of the Chinese policy process. 
In fact, all industrial zones had to address similar issues such as the provision of land and 
infrastructure, connectivity to a suitable workforce and to international markets, and how 
to cope with environmental issues.122 How this was done differed both across China and 
across time. Various combinations of spatial and non-spatial policies have come to 
characterise the different types of SEZs in China. This diversity also underscores the role 
of contextual factors in shaping the specific models of SEZ that are introduced. For 
example, the so-called “comprehensive SEZs” such as the original four in Shenzhen, 
Zhuahi, Shantou and Xiamen, and later versions in Hainan, Shanghai Pudong, and Tianjin 
Binhai, all included entire urban areas within the scope of a special regulatory regime. This 
facilitated the integration of urban and economic planning. However, other types of SEZs, 
such as economic and technological development zones (ETDZs) or high-tech industrial 
development zones (HIDZs) did not share this feature and functioned with narrower remits 
as instruments of industrial policy.  

Unfortunately, there is still little evidence on how the relationship between urban policy 
and SEZ design influences overall success in stimulating economic activity. Shenzhen is 
certainly a classic example of urban planning contributing to industrialisation. However, it 
is important to remember that it was a small fishing town of barely 30,000 people before 
being appointed as an SEZ. This meant that it essentially offered a clean slate on which 
to experiment with planning efforts and might not be replicable in other SEZs across the 
world.123 Even in China, Shenzhen’s success was not matched by that of the other 
comprehensive SEZs: while Shenzhen’s GDP grew at an average yearly rate of 58% 
between 1980 and 1984, Zhuhai grew at 32%, Xiamen at 13%, and Shantou at 9% on 
average, as compared to an average growth rate of about 10% for China as a whole.124 
For the period from 1980-1997, the average growth rates were 28% for Shenzhen, 18% 
for Zhuhai, 16% for Xiamen, and 12% of Shantou.125 Although the other zones can by no 
means be considered failures, there is a clear shortfall in performance relative to 
Shenzhen in need of being explained. 

Part of this shortfall has been attributed to the fact that Zhuhai and Shantou were “historic 
cities with strong local customs and culture, as well as their own languages”, which 
reduced the scope for radically innovative approaches such as those introduced in 
Shenzhen.126 More generally, the institutions implanted in other SEZs failed to achieve the 
same strength as in Shenzhen, since they were plagued by problems such as a lack of 
foreign investor interest, corruption, customs irregularities, overbuilt infrastructure, and 
real estate bubbles, owing to poor urban and zone management, which has been 
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attributed to a lack of social trust, among other reasons.127 Chinese policymakers learnt 
from these initial shortcomings in SEZ design and when they inaugurated fourteen new 
ETDZs in 1984, they took measures to promote a more aggressive targeting of foreign 
investors, as well as to ensure that competition between ETDZs would compel authorities 
to optimise zone performance.128 Overall, however, not enough is known on why some 
SEZs succeeded in China and others failed. Learning from the failed Chinese SEZs would 
also be very instructive for African policymakers.   

Key lessons from the Chinese experience with relevance for African cities 

Some African countries have started experimenting with the use of SEZs. However, most 
assessments of these SEZ programmes have been pessimistic, pointing to the low levels 
of investment, exports, and employment, as well as more systemic issues including poor 
design and misplaced political economy incentives.129 Interestingly, shortcomings in urban 
policy and management have so far received little attention when trying to explain African 
SEZs’ lack of success. Some recent evidence suggests that this might have been a 
mistake. For example, a recent quantitative study of the drivers of SEZ performance 
around the world finds that low-cost locations close to large cities and large markets lead 
to improvements in SEZ performance.130 This is further corroborated by the recent 
Ethiopian experience with SEZs, currently the most ambitious in Sub-Saharan Africa, as 
outlined in Case Study 8. In view of these findings, learning from both the successes and 

challenges that China has faced in this area could be particularly instructive.131  

It should be highlighted that urban policies are only one subset of spatial policies, which 
can also be implemented at the regional or national levels.132 At each of these levels, the 
effective integration of spatial and economic planning plays a key role in shaping patterns 
of urbanisation and industrialisation. The same applies to infrastructure provision, which 
is crucial for enhancing an economy’s international competitiveness.133 In many African 
countries, however, these policy areas usually fall under the remit of different authorities 
and are therefore not tackled concurrently.134 Addressing this problem requires the input 
and coordination of activities across a variety of national government bodies, such as 
ministries of transport, trade, planning and others. Given the comprehensive nature of the 
Chinese planning process, exploring China’s experience could also be instructive for 
aligning the incentives of these different actors. More generally, it can shed light on the 
most appropriate institutional formulas for harnessing the potential contribution of local 
government to efficient urbanisation and industrialisation. 
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Case Study 8: Urban Policy and Hawassa Industrial Park, Ethiopia 

Hawassa Industrial Park (HIP), an SEZ, located in Ethiopia’s Southern Nations, 
Nationalities and Peoples’ Republic (SNNPR) is the flagship project in a series of 
industrial parks built by the Ethiopian government. The aim is to create employment for 
its growing population and to address the country’s chronic lack of foreign exchange. 
The park has been able to successfully increase its employment to 30,000 workers, on 
the back of the successful attraction of foreign investors, including American apparel 
firm called PVH.135  

Picture: Entrance to Hawassa Industrial Park. Source: Wikipedia 

However, it has been beset by a few problems that threaten its long-term viability, mostly 
related to worker dissatisfaction with the wage levels, which vary between ETB 600-
1200 (equivalent to roughly $20-$40 per month). The limited purchasing power of these 
wages appears to be linked in part to poorly functioning urban policies. For example, 
many workers migrating from rural areas to Hawassa are confronted with a scarcity of 
affordable housing. This stems from a limited availability of land for development, partly 
due to the high costs and complexities of expropriating surrounding agricultural land; an 
unfavourable geography; and high costs of financing and construction. These difficulties 
are compounded by the local government’s lack of financial resources and capacity, 
which reduces the feasibility of solutions such as subsidised housing or dormitories.136 

One of the consequences of the housing problem has been an increase in urban 
sprawl. Workers in HIP are having to resort to informal housing in peripheral parts of 
the city. Yet the lack of adequate transportation to take these workers to the park 
means that employers have to arrange transportation, which poses an additional cost 
to firms. These relatively high rent and transport prices observed in Hawassa impinge 
on the real wage of workers, in turn affecting the cost competitiveness of HIP as an 
investment location. Furthermore, in spite of its ambitious targets, HIP is yet to bring 
an influx of workers of comparable scale to those observed in Shenzhen and other 
Chinese SEZs. This has meant that the basic structure of the pre-existing urban area 
has mostly been preserved, so that authorities have had to contend with area’s pre-
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existing institutions and history of political and ethnic conflicts. As a result, they have 
not had free reign to radically restructure the urban environment to the same extent as 
observed in many Chinese SEZs.137 Dealing with the twin challenges of urbanisation 
and industrialisation in Hawassa is still a challenge, and further research is needed in 
order to devise suitable policy and institutional solutions. 

Conclusion 

This paper has traced the origins of Africa and China’s urbanisation stories and 
contextualised the similarities and differences between these two regions. It’s first 
important to note that the underpinning of the two regions’ urban transitions were vastly 
different. Although both have been in the context of rising urban incomes, structural 
transformation in China meant that there was the opportunity to shift from agriculture 
towards higher-productivity jobs in secondary and tertiary sectors in cities. African cities 
on the other hand, have been largely characterised by increasing consumption of non-
tradable and small-scale services, which are not as productivity-enhancing job sectors. 

Within these development patterns seen, four major themes emerge. The first theme 

pertains to the importance of planning urbanisation ahead of settlement: as African 
urbanisation was not coupled with the draw of manufacturing and service sectors in cities, 
it has been by its nature unexpected and unplanned. Governments have not yet 
harnessed urban land to support growth and this has been compounded by complexities 
surrounding many urban African land institutions. For example, the lack of clarity over who 
owns what land and under what legal basis in many African cities has dampened the 
vibrancy of real estate markets as well as the government’s capacity to manage how 
urbanisation takes place. This couples with the second theme relating to low investment 

in infrastructure. Governments have not had the capacity to invest in the fundamental 
infrastructure and services which support urban growth, leading to costly and protracted 
challenges when trying to renew and rejuvenate areas of settlement that had previously 
seen limited investment.  

Such systems are often predicated on the strength of local government, the third theme, 

and in particular their ability to manage urbanisation through raising funds to invest in 
infrastructure and deliver services. Effective decentralisation has not yet been completed 
in many African countries. Furthermore, limitations in capacity tend to further exacerbate 
the challenges. This is often further limited by a lack of investment, coordination and 
provision of responsibility on imparted from the national government.  

All of these factors have contributed to a trend in African cities, exemplified by the fourth 
theme, of urbanisation taking place unaccompanied by industrialisation and structural 
transformation. Firms need access to quality infrastructure and labour, as well as, a 
supportive institutional environment, in order to be productive. The relative performance 
of SEZs in Africa versus China is an interesting manifestation of how these differences in 
urban infrastructure and institutional capacities translate to the ability for firms to operate 
effectively.  

These themes are key to understanding how the link between urbanisation and 
industrialisation was formed during China’s period of economic reform. However, we 
recognise that there are major differences between African countries and China which 
may limit the applicability of the Chinese experience. While many look to Chinese cities 
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and see the successes, urbanisation has not come without its failures, with some 
emerging problems only now being realised retrospectively. These issues include 
unsustainable environmental degradation, the limits of land-based financing, and 
increasing worries about the collapse of the housing market, among others. By exploring 
these key themes in further research and through comparing and contrasting the 
urbanisation stories of China and Africa, we may come closer to finding adaptable 
approaches with the potential to improve outcomes in urban Africa. This will require 
understanding where African cities can adapt and build on China’s successes, whilst 
proactively trying to avoid and mitigate its challenges. Further work in this area could also 
highlight areas where China may want to learn from African cities; one such area illustrated 
in this paper is in the implementation of a property tax system. 
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