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Abstract

This paper examines the economic impacts of China's rapid urbanisation. The research
content includes how urbanisation drives economic growth, creates employment
opportunities, and promotes industrial upgrading, while also leading to issues such as
regional development imbalances and rising living costs for residents. The study
primarily employs literature review method, with data sources including government
reports and academic literature. The findings reveal that while China's urbanisation has
stimulated economic vitality, it has also exacerbated regional disparities and increased
pressure on residents. In response, this paper proposes policy recommendations to
promote balanced regional development and offers suggestions for optimizing
population mobility policies, aiming to provide insights for China and other emerging
economies in achieving sustainable urban development.
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1. Introduction

China has seen enormous urbanisation over the previous few decades. Since the 1980s, China's
urban population has increased from less than 20% to more than 60%, making it one of the
world's greatest urbanisation processes [1]. China's urbanisation has had a significant impact
on economic, social, and environmental growth, in addition to changing the demographic
structure quantitatively. The economic relevance of urbanisation is that it concentrates human
and capital resources, generates and extends markets, and improves production and
consumption efficiency. Cities are hubs of economic activity, technological innovation, and
cultural interchange. Urbanisation has aided economic development by boosting employment,
improving living circumstances, and elevating people's standard of living. However, China's
urbanisation progress has not always been straightforward. While promoting economic
progress, it has also brought with various issues, including regional inequality, the urban poor
problem, environmental pressures, and rising living costs. Effective policies are required to
control and mitigate these concerns. As a result, the primary research topic of this study is:
What impact does China's urbanisation process have on economic development? What
advantages and disadvantages does it bring? How should the government address these issues?
The study aims to better comprehend the relationship between urbanisation and economic
development by conducting in-depth research on China's urbanisation process, and provides a
helpful reference for urbanisation in China and other emerging countries.

151



2. Literature Review

2.1. The Positive Promoting Effect of Urbanization on Economic Growth and
Employment Opportunities

Urbanisation has played a crucial role in driving China's economic development, primarily
through the efficiency gains resulting from the concentration of resources. As hubs for
population and capital, cities enhance the density of production and consumption activities
through economies of scale, thereby promoting overall economic growth [2]. Take the Pearl
River Delta and Yangtze River Delta regions as examples: these highly urbanised areas have
attracted significant corporate investment and labour migration, gradually evolving into key
growth poles for the national economy. Secondly, urbanisation has increased residents' income
and consumption capacity, significantly expanding market demand. Glaeser et al. [3] pointed
out that as the urban population grows and lifestyles change, the demand for diverse goods and
services also increases, effectively driving the domestic economic cycle. According to data
released by the National Bureau of Statistics of China [4], the per capita disposable income of
urban residents in China in 2023 was approximately 49,000 yuan, far exceeding the
approximately 20,000 yuan of rural residents. This income gap directly reflects the stronger
consumption capacity of urban residents, playing a crucial role in enhancing market vitality.
More importantly, urbanisation has significantly expanded employment opportunities. Against
the backdrop of industrial structure transformation, multiple sectors such as services,
manufacturing, information technology, and finance have rapidly developed, absorbing a large
number of urban residents and rural migrant workers [5][6]. Concurrently, the advancement
of urban infrastructure construction has created numerous jobs in sectors such as construction,
transportation, and public services, providing a robust labour force foundation for economic
growth [7]. Therefore, it is evident that urbanisation has driven China's rapid economic
development through three interrelated pathways: resource aggregation, market expansion,
and job creation.

2.2. Prominent Issues in the Process of Urbanization - Unbalanced Regional
Development and Rising Living Costs

Although urbanisation has driven rapid economic growth in China, the process has also been
accompanied by a series of significant challenges, particularly regional development
imbalances and the continued rise in living costs for residents. Overall, the eastern coastal
regions, with their better location and resources, have attracted more investment, businesses,
and infrastructure development, while the central-western regions and rural areas have fallen
behind, leading to big differences between these areas. [8]. These disparities manifest across
multiple dimensions, including economic levels, income structures, educational opportunities,
healthcare conditions, and public services. For example, in 2023, the per capita disposable
income of urban residents in China was approximately 49,000 yuan, while that of rural
residents was only approximately 20,000 yuan, with an urban-rural income ratio as high as
2.45:1[4].This significant gap reflects that urbanisation has not achieved equitable distribution
of resources and benefits. Jin et al. [9] pointed out that the resource-biased investment model
has made it difficult for inland and resource-scarce regions to attract external capital, leading
to a situation where their development is ‘marginalised.” Meanwhile, there is also a severe
imbalance in investments in education and healthcare between urban and rural areas, further
limiting the development opportunities for rural populations [10]. In addition to regional
differences, rising living costs have become a major source of pressure for urban residents,
particularly low-income groups. Due to tight land resources and strong demand, urban housing
prices have continued to rise, with rental and mortgage costs increasing year by year, becoming
the heaviest burden on most family budgets [11]. Furthermore, basic living expenses such as
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food, transportation, education, and healthcare are generally higher in cities than in rural areas,
further squeezing households' actual disposable income [12]. While urbanisation has brought
more employment opportunities and income growth, these benefits are often offset by the
continuously rising cost of living. As Au and Henderson [13] pointed out, the cost of maintaining
a basic standard of living for the urban lower and middle classes often exceeds the economic
dividends brought by urbanisation, leaving them in a state of ‘visible but unattainable’
development. In summary, although China's urbanisation process has driven the country's
overall economic growth, it has also created new challenges in terms of spatial structure and
people's livelihoods. Future policy-making needs to strike a more reasonable balance between
promoting growth and alleviating pressure.

2.3. Policy Paths and Implementation Directions for Alleviating the Negative
Effects of Urbanization

To address issues such as regional imbalances and rising living costs arising from urbanisation,
it is particularly important to formulate forward-looking public policies. The primary task is to
promote coordinated regional development, especially by increasing fiscal investment in
infrastructure, education, and healthcare in central, western, and rural regions, thereby
fundamentally improving public service levels and economic vitality in underdeveloped areas
[14]. In terms of resource allocation, the government can encourage businesses to invest in
these underdeveloped regions through tax incentives and fiscal subsidies, thereby stimulating
local industries and the job market. Concurrently, regional development strategies should
encompass multi-dimensional elements such as technological upgrading, environmental
improvement, and expansion of educational resources to enhance overall livability and attract
both population and capital. Secondly, efforts should be made to accelerate household
registration system reform to alleviate institutional barriers hindering population mobility
between urban and rural areas. The current household registration policy significantly restricts
the rights of rural residents to migrate to cities and access equitable social security benefits
[15]. Further relaxing the household registration threshold would help alleviate labour
shortages in cities while also reducing the issue of rural ‘hollowing out.” In addition to
institutional relaxations, the government should also provide more practical support for
migrant populations, including offering vocational training opportunities, expanding
employment channels, and providing educational subsidies and enrolment conveniences for
their children, thereby helping them better integrate into urban life [15]. Finally, the
sustainable advancement of urbanisation depends not only on government policy guidance, but
also on the allocation of resources by enterprises and the inclusive acceptance of communities.
Only when the government, the market and society form a virtuous cycle of interaction can a
dynamic balance between urbanisation and equitable development be truly achieved, enabling
the benefits of urban development to reach a wider range of people.

3. Discussion

From a global perspective, there is a strong correlation between urbanisation and economic
development. Take China and India as examples: both are large developing countries with
significant populations, yet their levels of urbanisation and economic performance differ
markedly. According to World Bank data, by 2023, China's urbanisation rate had reached 66.2%,
while India's stood at 36.5%; During the same period, China's per capita GDP was 12,540 USD,
while India's was only 2,410 USD [16]. This indicates that countries with higher levels of
urbanisation typically have greater economic output capacity. This is because cities enhance
production efficiency and market scale by concentrating population and resources, thereby
stimulating economic vitality [3]. Urbanisation further promotes economic growth by driving
industrial upgrading. Take the Pearl River Delta and Yangtze River Delta regions in China as
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examples: urban agglomerations attract capital and highly skilled labour to develop high-end
manufacturing and modern services industries, gradually forming national economic growth
poles [5]. However, rapid urbanisation has also brought about issues such as regional
development imbalances, infrastructure bottlenecks, and rising living costs, a trend also
observed in countries like India and Brazil [10]. To achieve high-quality urbanisation, China
should draw on the experiences of Germany and Japan in regional coordinated development,
such as through fiscal transfers and industrial relocation strategies to narrow regional
disparities [14]. In summary, urbanisation is an important engine for economic growth, but it
must be accompanied by scientific policy guidance in order to achieve coordinated economic,
social and environmental development. China's urbanisation path needs to be based on its
national conditions, draw on international experience, and continue to deepen reforms in
institutional innovation and regional balanced development.

4. Conclusion

Undoubtedly, China's urbanization process has resulted in major economic consequences such
as economic growth, innovation, and technical progress, expanded employment possibilities,
and enhanced infrastructure. However, the urbanization development has been accompanied
by issues such as regional inequality and growing living costs. Policymakers must focus on and
address these concerns to obtain better economic outcomes during the urbanization process.
Policymakers should specifically endeavor to foster balanced regional development by
spending more in inland and rural areas to close the economic gap between urban and rural
communities. Furthermore, population migration laws must be further liberalized and
optimized to allow for effective mobility of people between urban and rural areas, as well as to
give more economic and educational possibilities to solve the issues provided by population
migration. Taken as a whole, urbanization in China is a complicated and continuing process that
necessitates the collaborative efforts of policymakers, entrepreneurs, and communities to
ensure that urbanization can really drive China's economic development and achieve
sustainable and equitable progress.
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