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CHAPTER ONE
INTRODUCTION

This chapter serves as an introduction to this research.  It begins with a description of commercial activity in China and Chinese cities. Following that is a brief review of research on commercial structure.  The research goals of this study are also presented, followed by an introduction of the arrangement of this research.  

Chinese cities in the Maoist era were designated to be the city of production rather than the city of consumption.  Industry, particularly heavy industry, was of top priority on the development agenda of urban economy.  The tertiary sector, particularly city commerce, was strictly controlled by the state to enforce a “high-accumulation” strategy to accelerate industrialization.  The advent of the economic reforms starting in the late 1970s has fundamentally changed the previous dynamics of urbanism, the conceptualization of the economic role of the city and the role of the commercial sector in the urban economy.  Commercial activity has witnessed rapid development since the economic reform.  Measured by GDP, the national economy increased by more the five times within two decades from 1979 to 1999.  The tertiary sector expanded more than six times.  With the boom of the economy and increase in personal income, people’s consumption level has been rising.  Taking the conflation factor into account, the national household consumption quadrupled from 1978 to the late 1990s.  Commercial economy has been increasingly important in national economy and urban economy.  

Commercial structure has been one of the central themes in urban studies.  The analysis of commercial activities and commercial structure has accompanied with the development of modern urban and economic geography.  The central place theory was proposed by Christaller in the 1930s to analyze the agglomeration and hierarchy of commercial activities in urban environment. Since then, numerous studies were conducted to analyze and theorize commercial location, interurban commercial structure and commercial economics from quantitative perspectives (Berry 1958, 1967, and 1988; Davies 1976; 1984; Lee and Schmidt 1980; Jones 1981; Goodchild 1984; Morrill 1987).  More recently, resurgent academic interests in commercial structure and retailing geography go in two parallel directions.  One is on the conventional track of modeling equipped with application of geographical information system (GIS).  The analytical capability has been improved through coupling conventional modeling with spatial analysis in a GIS environment (Longley and Clarke 1995; Martin 1996; Birkin 1996; Birkin et al. 1996).  The other direction, in the vein of “new retail geography” with a focus on analyzing the relationships between retail capital and the regulatory state and interaction between retailing geography and urban consumption space, is relevant to the cultural turn in human geography and urban study (Wrigley and Lowe 1996; Wrigley 1998; Crewe 2000).  

Before the economic reform, studies on commercial structure in China were rare, partly due to the minor role of commercial activity in urban economy and partly because of the unavailability of useable data for analysis.  Since the 1980s, research into the urban market and consumption spaces has begun to draw interests from urban geographers in China (Yan 1995).  Some studies have been done to examine spatial structure of commercial locations and the hierarchy of commercial centers in the urban districts in big cities (Xu 1984; Ning 1984; An 1990; Yang 1990, 1994; Wu 1991; Guo 1995; Wu and Chai 1999, 2000).  Urban scholars in the West have also showed increasing interest in commercial economy and commercial structure this field (Solinger 1985; Sun 1997; Sun 2000; Wang and Jones 2001). 

This study aims to demonstrate the changing urban structure of post-reform Beijing by investigating the spatial reconfiguration of commercial activity.  The lack of the research on urban internal structure prevents people from understanding the nature of Chinese cities (Ma and Noble 1986; Pannell 1990; Yeh and Wu 1995).  Recently, urban internal structure has begun to draw scholarly attention.  Guangzhou, a major city in south China, is mostly chosen as the study case (Xu, Hu and Yeh 1989; Yeh and Wu 1995; Wu and Yeh 1997; Wu 1998; Yeh and Li 1998; Wu and Yeh 1999).   Some other cities are also touched on.  For example, by analyzing the roles of state and market in urban transformation, Han (2000) examines the pace and the economic and spatial configuration of Shanghai’s development.  Ning and Yan’s study (1995) identify three phases in the changing process of industrial and spatial structure in Shanghai.  Gaubatz (1995) examines the transformation of Beijing from a socialist city of undifferentiated low-rise districts to an increasingly high-rise metropolis marked by spatial specialization.  Using similar descriptive methods, Gauhatz (1999) recently published a comparative study on the patterns and processes of change in urban form in Beijing, Shanghai and Guangzhou.  Previous studies either try to describe every aspect of urban transformation or just focusing on land and housing.  Some attempts have been made to simulate urban restructuring by modeling urban population densities (Wang and Zhou 1999). Other social-economic elements of the city particularly city commerce remain to be understudied.

Studying urban commercial structure is of great importance to the understanding of the city in several ways.  First, as a component of urban spatial structure, understanding commercial structure (particularly its distribution and organization in space) is very helpful to studying physical environment and urban morphology of the city. Bourne (1982) (also see Yeh and Wu 1995; Wu and Yeh 1999) argues that the internal structure of a city has three components: urban form, urban interaction, and organizational mechanism.  Urban form is the physical configurations or spatial arrangements of individual elements, such as land use and building, as well as social groups and institutions, and economic activities.  Commercial structure (composition, spatial distribution and organization) is one of important elements of urban form and is closely related to the urban spatial structure and urban morphology.   Second, commercial economy is an important sector of urban economy (especially in Chinese cities that witness rapid economic growth and increasing consumerism).  The level and dynamics of its development can to some extent reflect the operation and fluctuation of urban economy.  Therefore, it is obvious that studying commercial structure will help people comprehend the city’s economic space.  Third, commercial structure is closely interrelated with the other side of commercial activity—consumption and consumer activity.  In addition to its close relationship with economic factors (e.g., income, inflation), consumer activity is determined by such factors as personal habitat, (changing) consumption culture, and some demographic factors (e.g., age, gender, race, education).  Thus, studying commercial structure can contribute to the understanding of urban social-cultural space.  Last but not the least, the development pattern of urban commercial activity is substantially influenced by regulations of the city as well as of the nation, especially in the countries (e.g., China) where regulation and planning play essential roles in urban governance.  Therefore, studying commercial structure and its change helps know the regulatory and institutional environment of the city over time.

The goal of this study is to explore the spatial manifestation of economic reforms in China's urban space through an analysis of the commercial sector in Beijing.  It aims to examine the new structure of commercial activities in Beijing in the reform era and demonstrate how urban reforms and China’s transition to a market economy has influenced the changes in the commercial structure and urban form.  As a pilot study, however, this research is limited by time and resources, and does not pretend to be a significant breakthrough in methodological or theoretical frameworks over previous studies, nor does it intend to be impractically comprehensive and in-depth. Rather, by examining data availability and collecting relevant information, it will lay foundations for future research on this topic.  By performing some preliminary analyses and summarizing both findings and limitations of the research, this study proposes research agenda for future studies in this area.

In addition to this introductory chapter, this study includes four other chapters.  Chapter Two provides some background information for this research.  After an introduction to the city under study, some data and methodology issues are addressed in this chapter.  Based on the analytical framework, Chapter Three introduces a preliminary investigation into some components of commercial structure in Beijing, including ownership pattern, spatial distribution and hierarchy, as well as functional composition.  The evolution of commercial structure is closely related to the trajectory of urban transformation.  In Chapter Four, the interaction between commercial structure and urban development is investigated.  Limited by space and data, the investigation is general and exploratory.  The concluding chapter provides a summary of the study, addresses the limitations of the research, and proposes some issues for future study. 

CHAPTER TWO
RESEARCH BACKGROUND

This chapter provides some background information about this study.  In the first section, I will give an introduction to the city of Beijing, including its geographical structure and our study area, and it changing socio-economic and institutional environment for city commerce development.  In the second part of the chapter, I will address some methodological issues of this research.  

Beijing: A Historical City toward Modernization

This research takes Beijing, China’s capital, as the study city.  Beijing is an appropriate empirical case to study city commerce and urban structure in transitional China for several reasons.  First, as I have mentioned in the introduction chapter, commercial structure is an important element of urban structure.  As pointed out above, most of previous studies on the urban structure of Chinese cities have focused on cities in the south of the country, particularly in Guangzhou.  Studying Beijing will provide new evidence that will expand our understanding of changing urban process and urban landscape in China since the economic reforms.  Secondly, compared with cities on the south coast of China, particularly those designated as Special Economic Zones (SEZs), Beijing is often thought of as “conservative” in implementing vanguard reforms due to its political status as the capital of the socialist country.  But in its efforts to become an international city, Beijing is leading many other inland cities in implementing economic reforms.  Choosing Beijing as empirical case can help us to understand the pace and process of China’s economic reform and its spatial manifestation in urban space.  As one of the most important economic pivots in the Chinese space economy, Beijing deserves more research attention on its rapid economic restructuring and changing urban structure.   Lastly, the city government has recently finished the extensive surveys of commercial services and working units, from which we get the data to conduct a comprehensive study of city commerce. 

In the contemporary world, Beijing is to be sure one of the few big cities that are characterized by both tradition and modernity.  While attracted by its grand historical buildings and rich and colorful traditional culture, foreign visitors are often amazed at the rapid changes of the city: the mushrooming of skyscrapers, broadening of urban roads, opening of new shopping malls, and ongoing of international events almost every day.  Beijing had been designated as the capital of several dynasties before the founding of the People’s Republic of China in 1949.  As the capital of the new socialist state for more than half a century, Beijing has been expanding its administrative territory by incorporating some areas from adjacent provincial units like Hebei.   As of 1998, Beijing had 12 districts and 6 counties
 (Figure 1).  Geographically, the 12 districts could be further divided into three categories: central city districts or city proper (four: Dongcheng, Xicheng, Chongwen and Xuanwu), inner suburban districts (four: Chaoyang, Haidian, Shijingshan, and Fentai), and outer suburban districts (four: Tongzhou, Mentougou Fangshan, and Shunyi).  The concept of central city districts (cheng qu) is roughly comparable to the central city in large cities in Western countries and Wang and Zhou (1999: 273) and Sit (1995) call this part as Beijing urban area and Sun (2000) and Wang and Jones (2001) call it as “Inner City”.  As the continuous built-up area extends to most parts of the four inner suburban districts (cheng jin jiao qu), the four central city districts and the four inner suburban districts are 

called urban and suburban areas (Sit 1995) or jointly regarded as Central Beijing (Wang and

Figure 1.  Administrative Territory and Structure of Beijing
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Jones 2001).  While the inner suburban districts are mostly urbanized, the remote suburban districts are mostly rural, and they, together with the six counties, form the outer suburb.  

Not surprisingly, the population is distributed unevenly across the city area.  Most of population concentrates in the central areas of the city.  With an area only slightly more than 8 percent of the city’s total, the eight districts of Central Beijing host more than 60 percent of the city’s population.  Population density declines drastically from central city districts (30471 persons per square kilometer) to inner suburbs (4021) then to outer suburbs (305).  Central parts of the city also have much higher level of production output per unit of area than outer parts (see Table 1).  

To a large extent, consumer market reflects and determines the development (scale and expansion speed) of urban commercial activities.  The market size can be described using a set of socio-economic and demographic parameters, including population size and household income level (Wang and Hones 2001).   From 1978 to 1999, Beijing’s total population increased by 43 percent from 8715 thousand to 12499 thousand, with an annual increase rate of 1.7 percent.  Among the population growth, permanent (registered) population increased from 8497 thousand to 10998 thousand, with an annual increase rate of only 1.2 percent.  In contrast, the temporary population (also the so called “floating population” without Beijing hukou) increased more than 5 times from 218 thousand to 1319 thousand, with an annual increase rate of about 9 percent.  As 

inner suburban districts have become the place for many new development projects, temporary 

Table 1.  Population and Economy of Beijing, 1999

	District
	Area (km2)
	Permanent Residents (1,000)
	Temporary Residents (1,000)
	Total Population (1,000)
	Population Density
	GDP (1,000 yuan)
	Per Capita GDP
	GDP/ km2

	Inner City
	87.1
	2395
	259
	2654
	30471
	9503689
	3580.9
	10911.2

	Dongcheng
	24.7
	629
	81
	710
	28745
	2681756
	3777.1
	10857.3

	Xicheng
	30.0
	787
	72
	859
	28633
	3886050
	4523.9
	12953.5

	Chongwen
	15.9
	417
	46
	463
	29119
	1281719
	2768.3
	8061.1

	Xuanwu
	16.5
	562
	60
	622
	37697
	1654164
	2659.4
	10025.2

	Inner Suburbs
	1282.8
	4194
	952
	5146
	4012
	9503689
	6699.6
	2687.6

	Chaoyang
	470.8
	1488
	327
	1815
	3855
	7860669
	4330.9
	1669.6

	Fengtai
	304.2
	809
	254
	1063
	3494
	3854240
	3256.4
	1137.9

	Shijingshan
	81.8
	327
	77
	404
	4939
	1232195
	3050.0
	1506.4

	Haidian
	426.0
	1570
	294
	1864
	4376
	21921681
	11760.6
	5145.9

	Outer Suburbs
	15427.9
	4409
	290
	4699
	305
	42960993
	9142.6
	278.5

	City Total
	16807.8
	10998
	1501
	12499
	744
	86940817
	6955.8
	517.3


Source: BSB 2000.

population (mostly composed of rural migrants and business people from other places) floods to

these areas to find jobs and business opportunities.  The inner suburban districts, particularly Haidian district, host many of the universities and colleges whose students are counted as temporary population.  In total, 63.4 percent of temporary population live and work in the inner suburbs (shown in Table 1).  The population growth triggered by the inflow of migrants has undoubtedly expanded the consumer market and changed the consumption pattern of the residents in the city.  In addition to local residents (permanent or temporary), there are an increasing number of visitors (both domestic and foreign) every year with the opening up of the city.  These tourists form another innegligible consumer market.  In 1999, for instance, Beijing received international tourists (including tourists from Hong Kong, Macao, and Taiwan and oversea Chinese) of 2.5 million and foreign exchange earnings of 2.5 billion US dollars, among which 40 percent was from commodity (retail sale), accommodation and catering services (BSB 2000).   Of course, domestic tourists far outnumber international tourists.  In addition, as the capital and one of the most important economic centers of China, Beijing has the highest concentration of large institutions (of central government, representative organizations of local governments of other regions, foreign countries, international organizations and corporations, etc.), which consist of another huge consumption market. 

Income level is another factor that determines the scale of consumer market and development of commercial activities.  In Beijing as well as other cities in China, the average level of employment earning (and therefore household income) has been greatly influenced by the national fiscal policy.  Before 1978, in accordance with the development strategy that put heavy industry on the top priority, China’s fiscal policy emphasized high accumulation and low salary, and average employment earnings and personal income had increased very slowly (Wang and Jones 2001).  In Beijing, for example, in the 23 years from 1955 to 1978, employment earnings only increased 26 yuan from 647 to 673.  Similarly, the average per capita disposable income of urban household increased from 215 to 365 yuan (see Figure 2).  Since the economic reform in 1978, improving people’s living standard has become a prior goal of economic development and economic planning began to address a balance between state accumulation and citizens’ personal earnings (Wang and Jones 2001).  The case of Beijing, once again, can demonstrate the national trend.  In Beijing, employment earning and average personal income have improved rapidly from 673 and 365 yuan to 13378 and 10655 yuan respectively.  Particularly after 1992, when the state kicked off its new development goal for a market economy, employment earning almost quadrupled by 1999 from 3402 yuan to 13378 yuan and average personal income rapidly increased from 2364 yuan to 10655 yuan (Figure 2).  The significantly improved wage and personal income level, coupled with the huge population of the city, demonstrates the rapidly increasing purchasing power of urban residents and the potential of consumer market of Beijing.  

Figure 2.  Employment Earning and Per Capita Income in Beijing
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Thanks to the income improvement, people’s consumption capability has rapidly increased.  In Beijing, the average living expenditure per person increased from 360 yuan in 1978 to about 7500 yuan in 1999 (BSB 1999b).    In addition, people’s consumption pattern has also been changing.  In the late 1970s, food and other living necessities took the majority of living expense of a household.  But the proportion has been declining rapidly.  In the two decades from 1979 to 1999, Engel’s coefficient of Beijing resident declined from 0.58 to 0.39.  Food and other traditional living necessities are taking smaller and smaller proportions in the total living expenditure of household.  People have more money to spend on fashion clothing, new electronic products and other luxury goods.  Sun (1995; 2000) and Wang and Jones (2001) use the term “three major pieces” to demonstrate the changing consumption pattern in Chinese cities.  In the 1970s, the “three major pieces” that most urban families wanted to buy included a watch, a bicycle, and a sewing machine.  In the 1980s, the most-wanted “three major pieces” of merchandise were a television, a refrigerator, and a washer.  By the 1990s, the term “three major pieces” began to disappear.   With more money in pocket, people needed more commodity choices and began to purchase more fashion and luxury goods including electronic products like computer, air conditioner, DVD player, wireless phones, microwave etc.  

Research Methodology

Before we go into detailed analysis, it seems necessary to address some methodological issues of this study.  In this section, we first present a tentative framework defining city commerce and commercial structure.  Following that, data and methods used in this study are described.

In this study, the term “city commerce” is equivalent to “urban commercial activities”.  The former is frequently used interchangeably with the latter for the sake of convenience.  Traditional industry classification (e.g., ISIC), including that of the Chinese statistics, divides the economy into three major sectors: primary sector (including plant and animal industries and mining industries), secondary sector (manufacturing industries and construction industries) and tertiary sector (including industries of distribution/circulation and other services).  Commerce is a part of tertiary industry.  The scope of commerce industries, however, varies depending on how people define ‘commerce’ for their purposes. If defined as ‘buying and selling of (physical) goods that are transported from one place to another’ with the emphasis on the link between the production of goods and their consumers, commerce, in the narrowest sense, only includes wholesale and retail trades.  Wholesale trade includes durable goods trade and nondurable trade, with a variety of subsectors under each of them.  Retail trade includes a huge variety of commercial activities such as food stores, general merchandise stores, automobile dealers, eating and drinking places, and so on.  While wholesale is a part of producer services, retail trade is an important part of consumer services (Illeris 1996).  If meant to be engaged in facilitating the change in ownership of economic goods, commerce should also include finance, insurance, and real estate (FIRE) (Vinge and Vinge 1966).  If we define commerce as the exchange of both goods and services (not just limited to physical goods), it should also include some service activities that are often included in the ‘service’ sub-sector in the statistics.  Such service activities can include hotel, rooming houses and other lodging places, entertainment and recreational services, museum and galleries, etc. etc.  The definition of commerce strides across division of producer services and consumer services (that division is varied and arguable of course).  Due to the broad scope and complex nature of commercial, researchers often limit their research focuses on commerce to consumer services – services meeting the needs of consumers, such as retail trade, accommodation, food and beverage service industries, and some other service industries.  In the following chapters of this study, our investigation focuses on retail trade but also includes catering services (restaurants) and urban markets.

Simply put, commercial structure is the organizational (spatial and non-spatial) patterns of commercial activities.  We can borrow the structural taxonomy of commercial clusters developed by Jones and Simmons (1993) to examine commercial activity across urban space.  The key dimensions of ‘structure’ include: 1) morphology or spatial layout of commercial activities (e.g., agglomeration, association, and distribution in urban space), 2) the functional and organizational composition of commercial outlets (i.e., business format and purposes, functional ordering associate with spatial hierarchy, etc.), 3) the composition of the market that commercial services serve (e.g., market/catchment area, composition of population targeted to serve), and 4) the ownership patterns of commercial services and commercial clusters (e.g., unplanned commercial clusters vs. planned shopping centers). These dimensions are important because they (with volume indicators) reflect the status of commerce in urban economy, the interdependence, scale, and functional variation of commercial activities.  They make studies on commercial structure relate to other aspects of urban space such as (overall) urban morphology, urban population and consumption space, and structure of urban economy (e.g., ownership). However, some of them may need to be interpreted slightly differently in Chinese context.  For instance, in Chinese context, it is more meaningful to define ownership pattern as composition of various ownerships (e.g., state, collective, private, foreign, joint, etc.) than something distinguishing unplanned clusters from planned shopping centers).  In this study, limited by space and data availability, only some of the components will be examined.
The data for investigation into Beijing’s commercial activities in this chapter and the following chapters come from a variety of sources. First, Beijing Statistical Yearbook of various years and a collection of historical statistical data – Fifty Years of Beijing, both compiled by Beijing Statistical Bureau, provide some aggregate data on city commerce.  Although no detailed information is provided for individual commercial outlet or enterprises for performing detailed geographical analysis (e.g., below the district level), these collections provide some useful information upon which we can perform some background analyses as we have done in this chapter.  Second, in 1998, Beijing conducted its second census of commercial activity.  The census included all the wholesale, retail, catering services, resident services (as opposed to public services) and accommodation services.  The published compilation of the census contains a variety of aggregated data for 257411 commercial outlets, including 16079 retail outlets and 

3704 catering service outlets (Table 2) that are scattered across the entire city of Beijing.  Unfortunately, the original census database that contains detailed information for individual commercial outlets is not accessible for the public. The third data source comes from the Basic Unit Directory 1998 (BUD1998).  Based on the first Census of Beijing Basic Working Units conducted on the year-end of 1996 (as a part of national effort) but also updated to include data of 1997, this electronic directory claims to include all institutional units and establishments (faren danwei he chanye huodong danwei)).  The electronic directory was compiled by Consulting Center for Statistical Information of Beijing, which is one subordinate unit of Beijing Statistical Bureau (BSB).  The Census of Working Units and compilation of the electronic directory should have the same statistical standard as the Census of Commercial Activity that was also administered by BSB.  For the purpose of comparison, we extract the units of retailing and catering service from the list and find the total number of those service from the list roughly equal to the total number of those derived from the Census of Commercial Activity (i.e., 19783 as show in Table 2).  This tells us that this electronic directory of working unit is quite comprehensive.  As the directory only includes institutional units and establishments, a very large number of small individual units (e.g., most individual/family businesses) are not included.  But from Table 2 we know that retailers, catering services and commodity trade market that are institutional units and/or establishments contributed almost 55 percent of total sale of all commercial outlets, though they only took more than 8 percent of the total number of all commercial services (20726 out of 257411).  Therefore, for manageability purpose I only use those retail, catering, and urban markets (commercial units hereafter) that are institutional units or establishments for following investigation but they sufficiently represent commercial activity in Beijing.  Urban commodity markets were originally not included in BUD1998 but would be incorporated into the new database from other sources (Beijing Bureau of Industrial and Commercial Administration) 

Table 2.  Commercial Outlets of Beijing, 1998

	
	# Of Enterprises
	Sale Volume (100 million)

	1.  Commercial Enterprise
	31140
	704.5

	Wholesale
	11357
	139.9

	Retail
	16079
	510.2

	Catering Service
	3704
	54.4

	2.  Other Commercial Service
	9069
	160.2

	Resident Service, Accommodation
	4276
	18.5

	Manufacturing Service
	1019
	40.2

	Other
	3771
	101.5

	3.  Various Urban Markets
	943
	87.5

	4.  Individual (family) Business
	216259
	243.0

	Total
	257411
	1195.2


Source:  BSB 1999a.

In the database of commercial units extracted from the BUD1998, each record (a retailer, or a catering service) consists of a variety of variables, including store name, owner or legal representative, street address, telephone number, zip code, SIC code, business format, ownership, opening year, employment, store size, annual sale volume, geographical location, and more.  Despite the street address that each record has, individual stores cannot be geo-coded automatically using a GIS software because digital street map of Beijing (and those of other cities in China), unlike most street maps in the United States, does not have topological information.  Thanks to a research project jointly initiated by Center for the Study of Commercial Activity, Ryerson University, Canada and Department of Geography at Peking University, graduate research assistant at Peking University were supported to (manually) digitize all the store locations on the street map and created a new database that could be integrated with a GIS system.  In my field trip to Beijing in summer 2001, I was fortunate to get the database with the help of friends at Peking University who participated in the project.  By talking with staff at Consulting Center for Statistical Information of Beijing (CCSIB), I also knew that the electronic directory was updated annually, but for some reasons I did not get the more recent one (2000).  In this pilot study, with other data being supplements, my investigation is based on the database extracted from BUD1998 and processed at Peking University.  I reproof the records and adjust some points (stores) that previously were not accurately “geo-coded” on the map. In addition, I create some maps (street map, ring road map and expressway) for demonstration purpose. Population data from the two accessible censuses (1982 and 1990) are also used in the study.

Based on the data mentioned above, in the following chapters to follow we will examine spatial and temporary patterns of commercial activities in Beijing.  Following the conceptual framework, we first investigate the structure (e.g., ownership pattern etc) of all commercial activities (as defined in this study), followed by analysis of each sector (e.g., retail, catering service, and urban commodity market).    

As aforementioned, district or county is the administrative unit right below the city (or municipality).  Each district can be further divided into a number of subunits, called either subdistrict (jiedao) or township (zhen or xiang), or both.  A subdistrict is designated when urban population (by hukou) dominates the area.  The area composed of subdistricts (as opposed to townships) is good approximation for urbanized area in large cities in China (Wang and Zhou 1999: 723). This study used the eight districts of Central Beijing (the four central city districts plus the four inner suburban districts) as study area.  Although mostly urbanized, this area still has a small portion of rural land.  As of 1995, there were 102 subdistricts and 36 townships.  The following analysis will focus on (but not totally limited to) those subdistricts.  Wang and Zhou (1995) use similar strategy when analyzing urban population distribution in Beijing.  Even that, limited by available digital street map, in many cases, only shops within the extent of street network, which largely represents the actual built-up area of city, are chosen for analysis.  As a result, three subdistrict units (Wenquan and Wulituo in Northwest and Wangsiying in Southeast of Central Beijing) were not “assigned” with any shop.  Some other subdistricts at the edge of built-up area were somehow underrepresented.   

CHAPTER THREE

COMMERCIAL STRUCTURE OF BEIJING

This chapter introduces a preliminary investigation into commercial structure in Beijing.  Due to the lack of most recent disaggregated demographic data and other data, we only examine some of the components of city’s commercial structure. 

Ownership Pattern of City Commerce

The analysis of ownership composition of city commerce is particularly relevant in contemporary China, as the changing ownership pattern of commercial activity records the path of institutional change and the imprints of economic reform and account for much of the transition of the China’s commercial economy.  In Chinese context, ownership pattern also to some extent reflects the development level and the maturity degree of the economic sector. 

From the early 1950s, the new socialist government reformed the ownership of all industries (including commercial activity) by confiscating or purchasing private and foreign businesses.  All commercial stores were changed to public ownership.  In Beijing and all other cities, all the commercial units were of the public ownership (state-owned or collective) until 1979.  After the economic reforms were launched in the late 1970s, the monopolistic ownership pattern began to be replaced by a diversified ownership composition.  Private and other types of ownership (joint-stock, co-operative, foreign etc) began to be allowed to exist and have been increasing rapidly since then.  By the late 1990s, the number of commercial stores of non-public ownership took an majority of total number commercial outlets.  Commercial stores of non-public ownership also provided almost 60 percent of total employment of the sector (Table 3). 

Table 3.  Commercial Outlets of Beijing by Ownership *

	Year
	Number of Commercial Outlets
	Number of Employees

	
	State-owned
	Collective
	Private
	Other
	Total
	State-owned
	Collective
	Private
	Other
	Total
	

	1969
	7167
	1855
	0
	0
	9022
	99867
	8315
	0
	0
	108182

	1971
	8459
	1854
	0
	0
	10313
	148554
	11505
	0
	0
	160059

	1973
	9025
	1977
	0
	0
	11002
	152028
	11773
	0
	0
	163801

	1975
	8534
	3189
	0
	0
	11723
	127788
	30841
	0
	0
	158629

	1977
	7944
	3718
	0
	0
	11662
	134251
	36639
	0
	0
	170890

	1979
	7877
	3762
	8
	0
	11647
	162115
	24597
	12
	0
	186724

	1981
	8871
	5551
	2826
	10
	17258
	171591
	61829
	3708
	347
	237475

	1983
	9497
	7131
	18994
	19
	35641
	179986
	87987
	25326
	828
	294127

	1985
	6864
	12679
	39971
	41
	59555
	163153
	147084
	54535
	844
	365616

	1987
	8407
	16675
	53744
	639
	79465
	195489
	186430
	79927
	14460
	476306

	1989
	7418
	13638
	71813
	179
	93048
	176389
	154627
	101750
	4205
	436971

	1991
	7830
	13135
	84131
	81
	105177
	190117
	154910
	122829
	2811
	470667

	1993
	7767
	28783
	156400
	1356
	194306
	166397
	133789
	219638
	23293
	543117

	1995
	8160
	29584
	200374
	4916
	243034
	166562
	160228
	274480
	98428
	699698

	1997
	10923
	14376
	178548
	6807
	210654
	246704
	170743
	248268
	143281
	808996

	1999
	5972
	7747
	188823
	6432
	208974
	171413
	115775
	259854
	164659
	711701


* Including retail and catering stores; Source: BSB 1999b, 2000.

Table 4 enables us to take a closer look at ownership distribution of commercial activity in Beijing.  As of 1998, Beijing had 14420 commercial enterprises (including retail and catering) that were institutional units (faren danwei).  Commercial stores of public ownership account for 46 percent of commercial enterprises, 73 percent of employment, and 73 percent of floor area.  Co-operative and joint-stock formats account for 16 percent of commercial enterprises, 20 percent of employment, and 10 percent of floor area.  Again, it needs to be noted that as a huge number of small businesses (e.g., most individually or family owned businesses) were not counted as faren danwei, private sector was underrepresented in the table.  During the past years, oversea-invested commercial enterprises (including foreign investment and investment from Hong Kong, Macao, and Taiwan) have been expanding steadily. Although overall they still take a small proportion in the number of enterprises, employment, and floor area (1.9%, 7%, 5.3% respectively in 1998), they in general have larger floor area and higher employment capacity and.  Foreign businesses, in particular, by average have largest floor area and highest employment capacity among all the commercial stores. 

Table 4.  Commercial Enterprises in Beijing by Ownership 1998*

	Ownership
	Enterprise
	
	Employment
	Floor Area

	
	No.
	%
	No.
	%
	Average
	m2
	%
	Average

	State-owned
	3160
	21.9
	167160
	38.1
	53
	5006138
	41.5
	1584

	Collective
	6110
	42.4
	119443
	27.2
	20
	3820326
	31.7
	625

	Private
	2548
	17.7
	34574
	7.9
	14
	598713
	5.0
	235

	Joint-stock
	2150
	14.9
	77745
	17.7
	36
	1680648
	13.9
	782

	Co-operatives
	169
	1.2
	9370
	2.1
	55
	305648
	2.5
	1809

	Hong Kong, Macao, Taiwan
	106
	0.7
	8791
	2.0
	83
	204473
	1.7
	1929

	Foreign
	166
	1.2
	22058
	5.0
	133
	437970
	3.6
	2638

	Others
	11
	0.1
	157
	0.0
	14
	2300
	0.0
	209

	Total
	14420
	100.0
	439298
	100.0
	30
	12052886
	100.0
	836


* Including retail and catering stores 

Source: BSB 1999a 

Among all the ownerships, foreign-investment perhaps is one of the most viable and expanding actors in commercial sector in the near future.  When Macdonald opened its first store in Bejing on April 23 1992, it created its new records of daily sale and clients (SZSB 2001).  Within 10 years, it has opened more than 80 shops in Beijing.  In 1992, China opened six major cities (including Beijing) and five SEZs to foreign investment to establish joint ventures (single store branch in Beijing (the only city in the country) and the expansion of foreign investment from operation) in retail sector.  In 1995, the central government allowed foreign retail chains to open retailing to wholesale, and from general consumer goods to groceries (Sun 1997; Wang and Jones 2001).  Although the total number of foreign business in commercial sector (particular in retail sector) is still under control, Beijing is expected to allow more international capital to enter commercial sector following China’s entry to WTO.  Wal-Mart, for example, was eventually approved to open its first store in Beijing in 2001 after long wait.  It will invest 25 million US dollars to open a supermarket store of more than 100,000 square meters in Shijingshan District by 2003.  In the next five years, it plans to open three supermarket shops and two Sam’s Club membership stores with a total floor area of more than 80,000 square meters (China.org.cn 2001).  

By mapping the individual commercial enterprises of central Beijing from those summarized in Table 4, we find that shops of different ownership have different patterns of distribution, though some reasons behind these patterns need to be further explored and verified. As Figure 3 shows, state-owned shops concentrate within the Third Ring Road, particularly within the Second Ring Road.  Out of the Third Ring Road, shops are sparsely distributed, except for the clusters agglomerated in Haidian-Zhongguancun area in the northwest, in Wanshoulu subdistrict near the Third Ring Road west, Bajiao and Gucheng subdistricts of Shijingshan District in the west, and in Fengtai and Changxindian of Fengtai District in the southwest.  Collectively-owned commercial enterprises have similar distributional pattern as the state-owned except that in the central area of the city (within the Second Ring Road) collectively-owned enterprises tend to concentrate in the west and southwest of the Imperial Palace and Tian’anmen Square.   The distribution of private commercial enterprises displays a distinct pattern of agglomeration.  There are areas of concentration: Haidian-Zhongguancun-Shuangyushu area and the district of Xuanwu.  As the country’s “Silicon Valley”, it’s not surprising to see Haidian-Zhongguancun-Shuangyushu area is the place where private commercial shops (actually commercial shops of all ownership) concentrate.  But it needs to be found out why Xuanwu District, with an area of only 1.2 percent of Central Beijing (8 districts), hosts one fourth of private commercial enterprises (203 out of 817).  Co-operative and joint-stock enterprises concentrate in the north half of Central Beijing (if using Chang’an Boulevard as the division line).  In addition to Haidian-Zhongguancun-Shuangyushu area, commercial enterprises of co-operative and joint-stock formats tend to concentrate in the north part of area within the Second Ring Road.  Similarly, more foreign-invested commercial shops (including those invested by business people from Hong Kong, Macao, and Taiwan) and Sino-foreign joint ventures are located in the northern part of Central Beijing.  Both foreign and joint commercial ventures tend to concentrate in the areas on the inner side of the Second Ring Road E. (e.g., Donghuamen subdistrict) and between the Second and Third Ring Road E..  This finding is not surprising because these areas have been where embassies, diplomats residence, international organizations and corporations concentrate

Distribution and Hierarchy in Urban Space 

In the previous section, I investigated changes in ownership structure of commercial activity and geographical distribution of commercial firms by ownership across Central Beijing.  In this section, I continue to examine the distributional pattern of commercial firms in urban space (together and by size).  In addition, we provide a preliminary discussion of hierarchy and morphology of commercial clusters as a result of agglomeration of commercial activity. Using all commercial units that are faren danwei, I create a density map that displays an overall pattern of intensity of commercial activity in Central Beijing.  As Figure 4 shows, the area within the Second Ring Road has highest concentration of commercial activity.  A commercial belt, starting from Xinjiekou in northwest and including (anti-clockwise) Xidan, Dazhalan, Qianmen, Chongwenmen, Wangfujing, Dongdan, and Jiaodaokou, surrounds Zhongnanhai (where China’s 

“White House” is) and the Palace Museum and forms the core area of Beijing’s city commerce. Outside of the Second Ring, there are few areas with concentration density as high as the belts inside except for two areas: Zhongguancun (also includes part of Shuangyushu) near the Fourth 

Figure 3.  Distribution of Commercial Enterprises by Ownership
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Figure 4.  Density of Commercial Firms in Central Beijing
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Ring Road in the northwest and Chaowai-Sanlitun near the Third Ring E..  With a high

concentration of universities and research institutes, Haidian-Zhongguancun area has witnessed astonishing development with the establishment of high-tech parks and inflow of high-tech corporations.  Correspondingly, commercial activities flourish and numerous stores (particularly computer-related shops) have been opened.  The other area – Chaowai-Sanlitun – attracts many commercial businesses because of unique consumer market surrounding.  This area has a history as foreign embassy district.  Many high-profile officials of the central government also have housing in this area.  Targeting people with high income, many commercial firms in this area show characteristics somehow different from elsewhere.  In addition to the three concentration areas, commercial activity also cluster, at a lower level in some areas between the Second and Third Ring roads, such as Zhanglanguan, Sanlihe, and Yuetan in the west, and Jinsong in southeast and a new residential district – Fangzhuang – near the Third Ring south.   Outside of the Third Ring, commercial firms are sparsely scattered.  Areas with relatively high concentration include Gongzhufen and Wukesong in the west, Fengtai in southwest, and Wangjing in northeast near the Capital Airport Expressway. 

If looking at distribution by administrative territory (i.e., district), we can find the density of commercial enterprises in inner city districts is much higher than in inner suburbs (and of course higher than outer suburbs if the latter are listed).  The proportion of people who are engaged in commerce in inner city is also higher than elsewhere.  But in terms of floor area on per capita basis, inner city is relatively higher than the inner suburbs.  This may partly reflect the higher price of urban land in inner city that may cause commercial firms to balance their physical sizes with market goals. In general, Dongcheng District has highest density of commercial enterprises and employment while Chaoyang District has largest amount of commercial enterprises (Table 5).    

Table 5.  Distribution of Commercial Enterprise by District in Central Beijing 1998

	District
	Commercial Enterprises
	Employment
	Floor Area

	
	No.
	Density (per km2)
	No.
	Of Population (%)
	m2
	Per 1,000 people

	Inner City
	4412
	51
	167791
	6.3
	3225488
	1215

	Dongcheng
	1401
	57
	55864
	8.0
	1002402
	1432

	Xicheng
	1382
	46
	60349
	6.9
	1141402
	1313

	Chongwen
	681
	43
	23892
	5.2
	505694
	1095

	Xuanwu
	948
	57
	27686
	4.7
	575990
	971

	Inner Suburbs
	7205
	6
	195886
	3.8
	5027134
	977

	Chaoyang
	2876
	6
	81105
	4.6
	1968066
	1117

	Fengtai
	1452
	5
	35133
	3.5
	1004208
	997

	Shijingshan
	470
	6
	11714
	2.9
	286523
	719

	Haidian
	2407
	6
	67934
	3.6
	1768337
	949


Source: BSB 1999a, 1999c.

In the database extracted from BUD1998, there are indicators such as employment and business income that are useful for examination of the size composition of commercial firms.  Wang and Jones (2001) examine the distribution of retail enterprises in Central Beijing by employment and business income.  Similar strategy is used here but catering service is also incorporated.   As shown in Table 6, among the commercial outlets that have legal representatives (faren danwei), more than one fourth have 5 employees or fewer and in total 59 percent are small enterprises that have 10 or fewer employees.  Only 2 percent of commercial enterprises reported employees more than 200 and 0.6 percent (74 out of 13771) reported over 500 employees.  Wang and Jones find (2001) that for retail enterprise there is only weak correlation between business income and employment size.  By including catering services, we get similar findings, which indicates that many commercial of bigger size do not have business performance in proportion to their employment size

Based on annual business income we divide commercial enterprises simply into three categories (small, medium, and large) and find distinct patterns of geographical distribution for small and medium-large commercial enterprises.  As small businesses
 take majority of total commercial enterprises in the sample (92.8%), they display a distributional patter very much similar to the overall pattern of total enterprises except that there seems less concentration of small commercial enterprises in Wangfujing area than expected.  When we map the distribution of medium and large commercial enterprises, however, the importance of Xiadan and Wangfujing – two of the most important commercial nodes in Beijing -- are highlighted (compare Figure 5 with Figure 4).  This indicates that when we delineate the scope of a commercial center (in future study) and depict the hierarchy of commercial structure, a simple mapping of density for all sampled commercial outlets may not be sufficient.

Table 6.  Size Composition of Commercial Enterprise in Central Beijing, 1998

	Enterprise Size (no. of Employees)
	Commercial Enterprise
	Business Income (1,000 yuan)

	
	No.
	%
	<500
	500-1000
	1001-2000
	2001-5000
	5001-10000
	10001-20000
	20001-50000
	>50000
	No Data

	1-5
	3613
	26.2
	2587
	277
	198
	71
	8
	5
	1
	2
	464

	6-10
	4380
	31.8
	2233
	630
	611
	270
	57
	26
	8
	3
	462

	11-20
	2871
	20.8
	999
	380
	470
	400
	109
	43
	15
	6
	449

	21-50
	1735
	12.6
	309
	254
	323
	401
	185
	81
	28
	10
	144

	51-100
	585
	4.2
	50
	33
	61
	144
	115
	63
	27
	12
	80

	101-200
	326
	2.4
	13
	5
	10
	44
	60
	82
	67
	7
	38

	201-500
	187
	1.4
	6
	1
	9
	13
	21
	29
	68
	35
	5

	501-1000
	53
	0.4
	0
	1
	0
	2
	1
	2
	6
	34
	7

	>1000
	21
	0.2
	0
	0
	0
	1
	1
	1
	0
	18
	0

	Total
	13771
	100.0
	6197
	1581
	1682
	1346
	557
	332
	220
	127
	1649

	% of Total
	100.0
	
	45.0
	11.5
	12.2
	9.8
	4.0
	2.4
	1.6
	0.9
	12.0


Source: CCSIB 1999

The increasing agglomeration of commercial activity in one area leads to the emergence of a commercial center in the area, of neighborhood, community, or metropolitan level. With the expansion of urban transport network, commercial services, particularly those providing merchandise or service of lower order (e.g., grocery stores), have spread to each corner of the city. But clearly, in general commercial services tend to concentrate in particular areas than others and there exists a hierarchy of commercial centers caused by factors such as population distribution and accessibility to urban center (as shown in Figures 4 and 5).  One of the important goals of studying urban commercial structure is to find and define the hierarchy of commercial centers.  However, sometimes it is not an easy task to delineate the scope of commercial centers and define the hierarchy when multiple areas exist with similar degree of concentration of commercial activity.  Using indicators including total employment in commercial sector, number of commercial outlets by business type, employment of low-order commercial services and high-order (luxury) commercial service and employment of large department store, Wu (2000) and Meng et al (2000)
, followed by Wang and Jones (2001), define a spatial hierarchy of commercial nodes with three first-order nodes and six second-order ones (Figure 6).  Of nine major commercial nodes, seven are within the Third Ring Road and only two are located just outside of the Third Ring Road. 

Including Xidan, Wangfujing, and Qianmen, the three first-order commercial nodes are well known in Beijing and even in the country.  The three commercial nodes are all in the central 

Figure 5.  Densities of Commercial Firms of Small and Medium-Big Size
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Figure 6.  Commercial Centers in Beijing
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areas of the city and they are actually very close to one another.  But each of them has distinct characteristics.  Located about one kilometer west to Tian’anmen Square, Xidan has become the largest commercial center in terms of employment and will continue to improve its importance (Wu 2000; Yang 1994), despite its short history.  The accessibility of this node was greatly improved with the expansion of Chang’an Boulevard (the late 1950s) and construction of a new subway line that connects Xidan with western parts of the city (the 1980s).  It is estimated that

more than one half of the stores were established or rebuilt after the 1980s (Meng et al 2000; Wang and Jones 2001).  Famous stores in this node include Xidan Shangchang, Xidan Shopping Center, Xiadan Saite (Scitech) Shopping Plaza, and Zhongyou Department Store.  Located in the east of the Imperial Museum and Tian’anmen Square, Wangfujing was developed from the early twentieth century after Dong’an Market, Beijing Hotel, and Peking Union College Hospital (xiehe yiyuan) were established (Yang 1994).  In addition to the well-known Wangfujing Department Store and New Dong’an Shopping Center, this commercial center also has the first McDonald restaurant in China. The area witnessed extensive refurbishment in the late 1990s and displays a new look since then (Wang and Jones 2001).  Qianmen has the longest history among the three first-order commercial nodes.  It is on the circle line of subway system.  Compared to Xidan and Wangfujing, Qianmen lacks larger retailers.  While merchandises, such as non-staple food, general merchandise, sports goods, textile product, hardware, medical equipment, book and jewelry, are common in all three nodes, they also display functional differences in terms of characteristic merchandises.  Xidan has more store selling merchandises like computer, software, and office products, and tobacco; Wangfujing has more high-order businesses such as furniture, trust bank and mortgage stores; Qianmen has larger variety of low-order merchandises.  These three commercial nodes serve the entire municipal and entire have national significance. 

In addition to the three first-order commercial nodes, six second-order commercial nodes emerged in the 1990s (Meng et al. 2000; Wang and Jones 2001), including Chaowai (large retail stores include Beijing Friendship Store, Landao Emporium, Donghua Department Store etc. targeting local wealthy market with high-order merchandises), Beijingxiqiao (with famous Longfu Emporium), Shuangyufu (southern end of Haidian-Shuangyushu commercial areas, having big retailers Modern Plaza and Shuang’an Department Store), Gongzhufen (commercial anchors include Urban-Rural Trade Center, the Cuiwei Plaza, and the Gongzhufen Commercial Building), Fuwai (including Chang’an Market, Parkson Shopping Center, Fuxing Commercial City), and Tianqiao (Tianqiao Department Store as a large retailer).  In addition to the first- and second-order commercial nodes, Zhongguancun, Jianwai (out of Jianguomen) and Muxiyuan (between the Second and Third Ring roads south) were proposed as potential commercial centers.  According to the classification taxonomy of Jones and Simmons (1993), these commercial nodes are regional (within the metropolitan area) in that each of them only serves a local market of substantial size within the city.  In addition, there are a much larger number of commercial nodes of smaller size that serve communities and neighborhoods. 

It needs to be noted that the above method of defining the hierarchy of commercial nodes by Wu (2000) and Meng et al. (2000) has some limitations though it catches the overall picture of commercial landscape in Beijing.  For instance, because they only use employment indicators from retail sector with a particular focus on large department store, some commercial areas (e.g., Zhongguancun) are underestimated due to their lack of large department stores. Limited by space and the nature of the research, this study does not attempt to present an alternative to defining commercial nodes in Beijing.  Rather, a new and more precise scheme of defining spatial hierarchy of commercial centers will be proposed in future study.    

Functional Composition of City Commerce

According to the Jones and Simmons (1993), functional composition considers the kind of businesses within the commercial cluster.  Here, by functional composition we are referring to the types and distributional patterns of commercial businesses across study area, not just limited to within the commercial cluster.  In this study, commercial activity includes retail, catering service, and urban market and they are discussed separately.

Retail

Retail is perhaps the most important component in city commerce.  In China, retail activity can be further divided into different categories.  By management, it includes independent stores, retail chain (headquarter and branch stores), and others.  By business type, it includes general merchandise store, supermarket, specialty store, brand store, convenience store, warehouse store, etc.  According to the 1998 commerce census, in Beijing more than three fourths of retail enterprises are independent stores.  Retail chain stores, a relatively new management format in China, only take 1.2 percent of all retail enterprise (see Table 7).  But on the average, retail chain stores have much bigger employment capacity and larger floor area than independent store.  By business format, retail industry includes a larger variety.  In the paragraphs to follow, we will briefly introduce department store, specialty store, and some other formats.  

Table 7.  Retail Sector in Beijing 1998

	Type
	Enterprises
	Employment
	Floor Area

	
	No.
	%
	No.
	%
	Average
	No.
	%
	Average

	By Management
	11712
	100.0
	341224
	100.0
	29
	9984959
	100.0
	853

	Independent Store
	9025
	77.1
	262576
	77.0
	29
	8147922
	81.6
	903

	Retail Chain (Core Store)
	97
	0.8
	7219
	2.1
	74
	235743
	2.4
	2430

	Retail Chain (Branch Store)
	46
	0.4
	13604
	4.0
	296
	490924
	4.9
	10672

	Other
	2544
	21.7
	22256
	6.5
	9
	1110370
	11.1
	436

	By Business Format
	11712
	100.0
	341224
	100.0
	29
	9984959
	100.0
	853

	General Merchandise Store
	1482
	12.7
	123267
	36.1
	83
	4046542
	40.5
	2730

	Supermarket
	74
	0.6
	14804
	4.3
	200
	434781
	4.4
	5875

	Specialty Store
	3838
	32.8
	69711
	20.4
	18
	1984610
	19.9
	517

	Brand Store
	514
	4.4
	8912
	2.6
	17
	182544
	1.8
	355

	Convenience Store
	815
	7.0
	33312
	9.8
	41
	1039876
	10.4
	1276

	Warehouse Store
	44
	0.4
	7414
	2.2
	169
	213036
	2.1
	4842

	Other
	4945
	42.2
	83804
	24.6
	17
	2083570
	20.9
	421


Source: BSB 1999a.

In Chinese statistics, department store is a part of general merchandise store (SIC = 6421), which used to be the major, if not the sole, format of retail store until the 1980s.  There is no official standard differentiating department store from other small stores in the category. Wang and Jones (2001) categorize those general merchandise stores with more than 20 employees as department store.  If same standard used here, there were 373 department stores in Central Beijing as of the end of 1997, among which about three fourths (276) were of public ownership (state-owned or collective), 13 were privately-owned, and 5 were jointly invested or operated with foreign retailers.  

Geographically, department store are scattered across the urban area, with the central area (within the Second Ring Road) having the highest concentration.  While most large stores (e.g., with employment more than 500) are located within the Third Ring Road, there are still a few that are located outside – the areas that belong to the inner suburbs, including Yansha Friendship Shopping City, Qiancun Department Store (closed in late 1998), Dangdai Shopping City, Shuang’an Department Store (right on the inside of the Third Ring), Hua’ao Commercial Building, Wumei Shopping City, Urban-rural Trade Center, Fentai Departmetn Store (between the Third and Fourth Rings), and Xueyin Commercial Building, Beichen Shopping City and Longsaiwei Commercial Corporation outside of the Fourth Ring. (Figure 7).  

As opposed to department stores that sell a large variety of types of goods, specialty stores only sell one type of merchandise or some kinds of goods of that type.  Stores of different goods display different patterns of distribution.  Although we did not conduct quantitative analysis by gridizing the study area and calculating the probability of appearance of commercial establishments (Artle 1965; Rogers 1965, 1969) or examining spatial affinities between stores in different retail sectors (Getis and Getis 1968), by mapping the distribution of specialty stores we find patterns that are generally in accordance with Rogers’ (1965, 1969) observation: shopping goods (high-order goods) outlets tend to cluster while convenience goods (low-order) outlets tend to scatter randomly.   As Figure 8 shows, stores selling grain, oil and food, and petroleum

products are dispersed or scattered randomly across urban space.  The distribution of auto/motor and parts also displays a random pattern but with some degree of clustering, mainly along Sanlitun Road S. and around the intersection of Guanqu Boulevard and the Third Ring E.  By contrast, jewelry stores are highly clustered in the central area of the city: about three fourths (47 out of 63) are located within the Second Ring Road.  Stores of textile products and computer and office products also display some degree of clustering.  More than 40 percent of computer and office-product stores of Central Beijing are located in Haidian-Zhongguancun area (including three subdistricts: Haidian, Yanyuan, and Zhongguancun), particularly along Haidian Boulevard and The Fourth Ring Road NW.  Similarly, the area within the Second Ring hosts more than half of textile product store of entire Central Beijing.  

Figure 7.  Distribution of Department Stores in Central Beijing
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Before the 1980s, department store (or more precisely general merchandise store) had been the major retail format for more than three decades.  Since the 1980s, with the reforms in urban economy, many restrictions over the development of city commerce have been lifted and many new retail formats, such as supermarket/hypermarket and big-box warehouse store began to emerge.  In 1984, China’s first grocery supermarket – Jinghua Self-service Market—was opened in Beijing (Zhao 1995).  But it is not until after the mid-1990s that supermarket got substantial growth.  Even by as late as 1998, supermarket still only took 0.6 percent of retail enterprises, 4.3 and 4.4 percents of retail employment and floor area (Table 7).  However, the growth of supermarket accelerated in Beijing during the past years and is becoming one of the most promising business formats in retail sector.  Most supermarkets are operated by retail chains.  

Figure 8.  Distribution of Specialty Stores
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Retail chains first started in Beijing in 1992 and is becoming the major retail format that the Chinese government is promoting (Wang and Jones 2001: 24).   Foreign retailer have been eager

to open retail chain stores in Beijing.  In 1996, Japanese retailer Ito-Yokado became the first retailer to operate a retail chain in China and opened a store in Beijing.  In the same year, the Dutch retailer Makro was also allowed to invest in retail chain in Beijing.  Actually before 1996 in 1995, the French retailer Carrefour already open its first supermarket in Beijing using some roundabout way without formal approval from the central government.  So far Carrefour has opened four stores in Beijing and become the third biggest retailer in China.  In 1999, another international retailer – the Swedish based Ikea—opened its first store in Beijing.  With China’s recent entry to WTO, the competition of foreign capital in retail sector, especially in opening chain stores in the formats of supermarket, warehouse store, and convenience store, will become more intense.  The No. 1 international retailer, Wal-Mart, for instance, was reported to invest 25 million US dollars to open a supermarket store of more than 100,000 square meters in Shijingshan district by 2003.  It also plans to two more supermarket shops and two Sam’s Club membership warehouse stores with a total floor area of more than 800,000 square meters (China.org.cn 2001).  
Facing the increasingly intense competition from foreign retailers, Chinese retailers also began to act to scramble for markets in Beijing.  Beijing Chaoshifa Group operates large general supermarkets, grocery supermarkets, and convenience stores.  In 1999, it realized a sale volume of 1.2 billion yuan and became the biggest retail chain in Beijing. In December 2001, Chaoshifa merged with another retail chain—Tiankelong.  The merged Chaoshifa-Tiankelong Retail Chain Stock Company has more than one 100 stores with annual sale of more than 2.6 billion yuan.  As the largest retail chain in Beijing, it planned to the first state-owned membership warehouse store in Beijing in January 2002 (Beijing Chenbao December 19th, 2001).  Soon after that in February 2002, Shanghai Hualian Supermarket (one major retail chain in Shanghai), Xidan Shangchang, and Chaoshifa jointly invest and establish Xidan-Hualian Supermarket Ltd. with an ambitious plan of opening 100 chain stores in Beijing in the near future.  However, when competing with foreign retail giants, local and domestic retailers still have many difficulties to overcome.  They lack the abundant capital and efficient management technology their foreign counterparts have.  Very often they also need to deal with other barriers.  Despite the various reforms and increasing autonomy of retail enterprises, sometimes their development is still limited by obsolete policies, particularly for those state- or collective-owned businesses.  The development of grocery chains provides an example.  In the early 1990s, some of the state-owned were reorganized into grocery chains administrated by the grocery company of district government.  Grocery chains were required to open stores in the district where they belong.  The grocery company of district government encourages its subordinate stores to join district-owned chains but not others.  For instance, Xifu, the once largest grocery chain in Beijing (based in Xicheng District) has wanted to expand to other districts for years but the other districts would not allow their local stores to join Xifu (Sun 2000).  The administrative structure and regulations on city commerce have limited the spatial expansion of chains to the entire city area and created horizontal segregation of retail chain market.  Fortunately, the administrative authority has realized this issue.  In the “Tenth ‘Five-Year’ Plan of Beijing’s Commerce”, developing retail chains with focuses on supermarket and convenience stores and breaking barriers of ownership and administrative boundary are set as top priorities for development in next few years (BCC 2001). 
Catering

In addition to retail activity, another component of city commerce is catering service, which includes dinner restaurant, fast food store, street food store, cold drink store, teahouse and other business format.  By the end of 1997, there were 3907 catering services that were faren danwei in Central Beijing, among which dinner restaurants took the vast majority in terms of enterprise number and employees (80.5 percent and 82.9 percent respectively).  However, fast food restaurants had by far the largest employment capacity with an average of 53 employees per store (Table 8).   More than 80 percent of catering services were of public ownership. Since most individually- or family-owned businesses were not included in the sample, which could far outnumber the faren danwei in the sector, private-ownership only took a small proportion (2.2 percent).  Foreign capital (including those from Hong Kong, Macao, and Taiwan) had earlier access to catering field than to retail sector and have met relatively less limitations.  MacDonald, for example, has opened more than 70 fast-food restaurants in Beijing since it opened its first store in the city in 1992.  Other international fast-food businesses also opening store at increasing speed.    As of 1997, catering services with investment from outside of Mainland China reached 8.8 percent in all the enterprises in Central Beijing.  By geographical location, catering services unsurprisingly tend to concentrate in the central areas of the city.  About 70 percent of services are located within the Third Ring (and 75 percent in terms of employment), and on average, catering services in central areas have larger size than those in outer areas.  It is noticeable that if examined by the year of opening, the vast majority of the current catering services in business were opened since the 1980s (95%) and more than 80 percent were opened in the 1990s.  

Table 8.  Composition and Distribution of Catering Services

	
	Dinner
	Fast Food
	Street food
	Cold Drink
	Teahouse
	Other
	TOTAL

	By Size
	
	
	
	
	
	
	

	No. of Enterprise
	2493
	263
	288
	17
	5
	31
	3097

	       %
	80.5
	8.5
	9.3
	0.5
	0.2
	1
	100

	Employment
	84411
	14020
	2330
	209
	109
	778
	101857

	       %
	82.9
	13.8
	2.3
	0.2
	0.1
	0.8
	100

	Average Size (persons)
	34
	53
	10
	8
	12
	22
	33

	By Ownership (%)
	
	
	
	
	
	
	

	State-owned
	32.5
	32.7
	15.3
	23.5
	0
	29
	30.8

	Collective
	50.6
	27.4
	76
	58.8
	20
	51.6
	51

	Private
	2.4
	1.5
	0.3
	0
	20
	6.5
	2.2

	Joint-stock
	5
	5.7
	0
	5.9
	60
	9.7
	4.7

	Hong Kong, Macao, Taiwan
	2.6
	7.2
	0
	0
	0
	3.2
	2.7

	Sino-foreign Joint
	4.9
	24
	0
	11.8
	0
	0
	6.1

	Other
	1.9
	1.9
	8.3
	0
	0
	0
	2.5

	By Geographical Location (%)
	
	
	
	
	
	
	

	Within the 2nd Ring
	78.4
	11.6
	8.7
	0.3
	0.2
	0.8
	100

	2-3 Ring
	83
	6.7
	8
	0.6
	0.3
	1.3
	100

	3-4 Ring
	78
	6.4
	13.4
	1
	0
	1.2
	100

	Outside of the 4th Ring
	84.3
	6.9
	8
	0.3
	0
	0.4
	100


Source: BSB 1999a.

Urban market

Urban market is an integrated (though often regarded as “informal”) part of city commerce in China.  As one traditional format of commercial activity in Chinese cities, urban markets were banned during the Cultural Revolution for its label of “capitalist mode of trade” (Wang and Jones 2001).  Since 1978, urban markets began to emerge rapidly and greatly have greatly changed the landscape of city commerce since then. From 1979 to 1998, the number of registered urban markets increased from 86 to 1034 (BSB 1999b).  Mostly selling agricultural produces but also including small goods, handicrafts and second-hand goods, reemerged urban markets were in retail format in the early period.  But gradually, they expand to wholesale business and the variety of goods also increases to include goods like construction materials, furniture, and even automobiles. In 1998, among the total of 240187 stall units in urban markets in the entire city of Beijing, 110602 were (mainly) engaged in retail business, 18927 were in wholesale and others had both retail and wholesale businesses.  Retail sale took slightly more than half of the total business volume (Table 9).  Urban markets have varying business environment: open, housed, or semi-housed.  In 1998, only 18.5 percent of all stall units were doing business in housed markets and more than 62 percent were in open market, which shows that the business environment of urban markets in Beijing still needs to be improved.  

Table 9.  Composition of Urban Markets in the City of Beijing, 1998

	
	Stall Units
	Total Sale Volume*
	Retail Sale*
	Floor Area (m2)
	Market Income*

	By Business Format
	240187
	54041980
	27420937
	4885205
	3755012

	  Wholesale (or mainly wholesale)
	18927
	10492410
	3453684
	1115853
	296260

	  Retail (or mainly retail)
	110602
	13175543
	12094406
	1976054
	2102707

	  Mixed
	110658
	30374027
	11872847
	1793298
	1356045

	By Business Environment
	240187
	54041980
	27420937
	4885205
	3755012

	  Open
	150575
	22314779
	13001151
	2347172
	1108551

	  Housed
	44474
	9986730
	5167794
	1151225
	2176606

	  Semi-housed
	45138
	21740471
	9251992
	1386808
	469855

	By Ownership
	240187
	54041980
	27420937
	4885205
	3755012

	  Central government
	4349
	3268136
	843313
	161814
	35835

	  Municipal
	64176
	10207618
	6361066
	217361
	314822

	  District (county)
	62032
	8588041
	5182049
	1756202
	641206

	  Subdistrict (township) or       lower units
	86352
	25594859
	11301429
	2188912
	2364558

	  Other
	23278
	6383326
	3733080
	560916
	398591

	By Spatial Division
	240187
	54041980
	27420937
	4885205
	3755012

	  Inner City
	32059
	5375537
	3510923
	368491
	1539729

	  Inner Suburbs
	129958
	40997580
	18511483
	2079995
	1619587

	  Outer Suburbs
	78170
	7668863
	5398531
	2436719
	595696

	By Geographical Location
	240187
	54041980
	27420937
	4885205
	3755012

	  Within the 2nd Ring
	15747
	2492724
	1985610
	135630
	249957

	  2-3 Ring
	89602
	16616299
	6116133
	613787
	891549

	  3-4 Ring
	25761
	16260641
	7826594
	711971
	1439152

	  Outside of the 4th Ring
	109077
	18672316
	11492600
	3423817
	1174354


* In thousand yuan; Source: BSB 1999a.

Like in other cities in China, the development of urban markets since economic reform was first spontaneous and then initiated and regulated by local governments.  In the early period (e.g., the late 1970s and early 1980s), farmers and small independent vendors spontaneously formed many loose markets on sidewalks of busy streets in or open spaces along major thoroughfares.  Because of the traffic and environment problems these markets brought, the city began to regulate their development from the mid 1980s by relocating them to some new sites with semi-permanent structures, which were administrated by Bureaus of Industrial and Business Administration of the city or districts (Wang and Jones 2001).   The development of urban markets was essentially initiated from the bottom up.  Unsurprisingly, local governments (of the city, district/county, subdistrict/township, and even community administrative committee) and other non-government agencies (factory, university, etc.), nominally own or administrate the majority of urban markets.  As Table 9 shows, as of 1998, local agencies owned or administrated more than 98 percent of the urban markets in Beijing. Less than 2 percent were administrated by (agencies of) the central government.  By spatial division and geographical location, most urban markets are located in the inner suburbs, particularly in the areas between the Second and the Fourth Rings (Table 9 and Figure 9).  Figure 9 shows the distribution of urban markets in Central Beijing in 1998 based on the data received from Beijing Bureau of Industrial and Business Administration.  As it shows, urban markets, particularly those smaller ones that have more retail businesses, are somehow evenly scattered in urban space, though varying in accordance with population distribution.  Larger markets tend to locate close to city arterials (e.g., the Ring Roads).  

Figure 9.  Urban Markets in Central Beijing 1998
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Urban markets play important roles in city commerce and urban economy.  Firstly, from 1979 to 1998, trade volume of urban markets reached 32.4 billion, with an annual growth rate of 49%, which not only greatly contributed to the growth of urban economy but also created large stock of employment.  Secondly, the existence of large number of small markets has brought great convenience to urban residents. Although increasing number of (grocery) superstores have emerged and sell vegetables, fruits and other foods like their Western counterparts, most Beijing residents still go to urban markets most often for daily necessities like foods.  In the 1990s, more than 90 percent of vegetables, 80 percent of eggs, 80 percent of seafood, and 75 percent of meats that Beijing residents consumed came from urban markets (Meng et al. 2000).   Thirdly, the appearance of large urban markets promoted the formation of a new retail network.  Many small markets, grocery stores, and independent vendors buy goods wholesale from large urban markets and resell them to urban residents at retail price.  Dazhongsi Agricultural Trade Market (located on the Third Ring Road NW), a giant urban market engaged in wholesale of agricultural produces with 8000 stall units and 86000 m2 of floor area, provide more than one fifth of fresh vegetables to Beijing residents through numerous small retailers or independent vendors.  The commodity distribution network of this kind, though common in many other cities in China, is not very often seen in cities of the North America.               

CHAPTER FOUR
commercial structure and urban transformation
City commerce is a special sector in urban economy that is very sensitive to political environment and economic growth.  The instable political environment before the economic reform, especially during the Cultural Revolution, led to the stagnancy of commercial development.  Since the late 1970s, the political environment generally remained stable, but city commerce has been greatly influenced by growth pace of urban economy.  City commerce benefits from growth of urban economy and improvement of people’s income.  But overheated urban economy and inflation (e.g., 1987-1988) often lead the government to take measures to control commodity prices, particularly retail price.  City commerce usually is the sector first influenced by the adjustment and consolidation.   When the urban economy suffers from deflation (e.g., 1999-2000), city commerce bears the brunt of slow economy and declining consumption confidence and demand.   

The structure of city commerce is also closely related to other aspects of urban development.  Previous studies on historical development of Beijing city show that the pattern of commercial structure and hierarchy of commercial centers over the dynasties were dictated by city layout, population distribution and related social structure (Yang 1994; Sun 2000; Wu 2000).  When the new People’s Republic designated Beijing as the capital of the country in 1949, there existed a bipolar structure of city commerce (i.e., Wangfujing and Qianmen as two commercial centers).  As this study shows, when transportation network changed and accessibility improved, Xidan has become a new first-order commercial node and is expected to be most important one in the near future (Yang 1994; Wu 2000).  In addition to the central area of the city, several new commercial nodes have emerged with increasing importance.  As one important component of urban form, the evolution of commercial structure has closely correlated with urban development. This chapter aims to address some forces behind the formation of the new commercial structure and describe the interactions between commercial structure and urban morphology.  Limited by space and data availability, the discussion in this chapter has to be brief and general though it tries to link to analysis in the previous chapter. 

Impacts of Urban Development on Commercial Structure

Many aspects of urban development have directly or indirectly influenced commercial structure.  The factors include, but are not limited to, changed institutional and regulatory environment, improved urban transportation network; urban reforms and urban planning, population redistribution, and some other socio-economic factors.  In the paragraphs to follow, we briefly introduce these factors 

Changed institutional and regulatory environment
Beijing had functioned as the capital city of socialist China for almost three decades before the economic reform.  It has been recognized that socialist cities display somehow different characteristics from cities of market economy due to different institutional environment and mode and process of production
.  Among the characteristics of the socialist city, at least two were directly relevant to city commerce development in Beijing as well as in other Chinese cities.

First, in accordance with the development strategy of high accumulation for industrialization, city commerce was economically and ideologically demeaned for its “non-productive” nature.   Also due to the commodity scarcity, personal consumption was restricted, if not totally discouraged.  Second, the provision of commerce infrastructure and distribution of merchandises though state-owned distribution system -- a monopolistic and simple network. There were only a few large retailers in the city and all of them were department stores (e.g., the Beijing Department Store located at Wangfujing).  Smaller stores were set up by administrative boundary (district and/or subdistrict).  All the commercial stores were nominally owned by the state or the collective and administrated by Bureau of Commerce.  Residents also obtained some of their necessities through the working units they were affiliated to.  As the basic organizational form of production in China and in some socialist countries, work-unit compounds embodied this generalized form of organization.  A controlled environment like a walled miniature city, the work-unit compound used to its residents employment, housing, and many service facilities including commercial stores for necessities (Guabatz 1995; Szelenyi 1996). This to some extent lessened the necessity the existence of large number of commercial stores or commercial centers of large scale.

The situation has changed rapidly since the reform.  New development strategy began to prioritize the improvement of people’s living standard.  Personal consumption began to be encouraged and maximally satisfied
.  The importance of commercial sector in urban economy (creating revenues and employment) is also recognized.  The government has lifted most restrictions over the ownership and business format of commercial enterprise.  Commercial shops of private and joint ownerships have mushroomed across the city.  In 1992, Beijing, along with other ten cities (including five SEZs), was ratified to open to foreign direct investment in retail store (single store operation).  From 1995, international retailers are allowed to open retail chains in Beijing.  With China’s entry to WTO, more restrictions over foreign investment in commercial sector will be removed.  Undoubtedly, the entry of foreign capital has exerted and will continue to exert profound impacts on commercial landscape of Beijing.  By contrast, the role of state government in commercial sector has faded.  The state government gave up its role in procurement of commonalities and relaxed state controls over pricing of merchandises.  Local governments and other actors (i.e., individuals and foreign investors) are gaining more autonomy and city commerce is moving toward a market-driven system.  Meanwhile, the role of working units in providing services to their employees and their families has rapidly declined and almost no commercial services are provided to residents through their working units. 

Improved urban transportation

Beijing inherited a grid road network used by busses and bicycles.  From the 1980s, increasing population and commodity flows as well as expanding residential areas required a system of arterial connections.  The most important roads are the concentric Rings Roads.  The 1982 master plan proposed a main road network of Beijing that would consist of a number of circular roads intersecting the major radial routes. The Second Ring Road was largely constructed before the 1980s, the Third Ring in 1981 (Sun 2000).  The Fourth and Fifth Ring Roads were constructed from the late 1980s.  The former was completed in the late 1990s and the latter is still under construction.  Designed for high-speed movement, these circular roads connect increasing radial arterials (i.e., the expressways connecting the central city areas with the airport, satellite cities, and other major cities with Beijing.  Beijing has also constructed subway system that currently consists of a ring line (underneath the Second Ring Road) and a straight line (from the west to the east).  More subways lines have been planned and combined into the system.  In addition, the more recent ambitious plan is to construct a light rail line (starting and ending at Xizhimen) surrounding the northern suburbs of the city with a length of 40 kilometers.  

Although Beijing is still facing transportation pressure due to its huge population, booming economy and increasing ownership of private vehicles, the improvement in urban transport network has already improved mobility and accessibility and changed the commercial structure significantly.  The expansion and strengthening of urban transport network in Beijing has brought profound impacts on commercial structure of the city.  On the one hand, improved accessibility promotes the formation of new commercial node.  The rapid emergence of Xidan as one of the most important commercial nodes in Beijing demonstrates this. On the other hand, more commercial facilities can locate away from the central areas of the city and in the suburban areas near the arterial transportation line, which leads to the decentralization of commercial activities in urban space.  An investigation into the year of opening of commercial enterprises in the database shows that for the shops opened before 1979, 56 percent are located in the areas within the Second Ring Road and more than 77 percent in total with the Third Ring Road.  In contrast, for shops that were opened in 1996, about 40 percent are located outside of the Third Ring Road.  As shown in Figure 9, many of the newly constructed large urban markets are scattered near the Ring Roads in the inner suburbs.  Beijing’s plan to open big malls, large warehouse stores and distribution centers along the expressways outside of the Fifth Ring Road (also oddly called the First Circle Highway) shows the reliance of commercial expansion on urban transport network. 

Urban reforms and urban planning

From the mid 1980s particularly 1988 when the National People’s Congress passed an amendment to the constitution that allows transactions of urban land, a land market has been gradually established in cities nationwide with the adoption of paid land use system (Yeh and Wu 1995).   This provides commercial enterprises with opportunities of leasing land with good location quotient to open new stores and expand their markets. The gradual formation of land market in Beijing, combined with changing urbanism and planning principles (e.g., abandoning the perception of Beijing as a ‘producer city’ with increasing emphasis on consumption and tertiary sector in urban economy) and some social-economic goals (e.g., alleviating air pollution in the city area), has led to spatial reshuffling of economic activities.  Heavy industries began to be relocated to the industrial parks in suburban areas and left much space in the central city area for developing services.  During the Ninth “Five-Year” period (1996-2000), 74 industrial plants were moved out of the Fourth Ring Road.  They left urban land to other economic sectors (e.g., real estate, financial services and commercial services) with a total area of 2.7 million square meters.  As compensation, they received capital investment of 10.7 billion.  It has been planned that during the Tenth “Five-Year” (2001-2005), another 140 industrial plants will be moved out of the Fourth Ring Road and transfer 5 million square meters of space to other sectors (Liu 2001).  Undoubtedly, city commerce will benefit from this industrial adjustment.   

Housing commercialization is another important reform that has exerted profound impacts on urban development and commercial structure.  Housing has been a big issue in large cities in China, particularly prior to the economic reform. Since the late 1970s, planners in Beijing have initiated three types of housing change: redevelopment of dilapidated neighborhood in the older districts, establishment of new residential districts, and privatization (Gaubatz 1995: 82).  The establishment of new residential districts and increasing autonomy and capability of many urban residents in renting or purchasing apartments gradually break down the affiliation of employees with their working units in obtaining their housing.  The emergence of new residential districts has greatly contributed to the redistribution of urban population and has brought significant changes to commercial structure of the city.  Accompanying the new residential zones, commercial services flow in and form new commercial nodes serving the communities or neighborhoods.  The development of real estate and commercial services in Fangzhuang area (largely within Fangzhuang subdistrict in Fengtai district outside of the Second Ring Road SE) exemplifies the above argument.  From the late 1980s and early 1990s, a number of large commercial residential buildings were constructed by local government and real estate developers.  As one of the areas firstly developed for high-grade commercial real estate, Fangzhuang, together with Yayuancun (Asian Games Village) near the Third Ring Road N., was known as the flag of Beijing housing market in the process of housing commercialization.  In the 1990s, many high-income people moved in.  Some wealthy ministries of the central government (e.g., Ministry of Foreign Affairs and Ministry of Foreign Trade and Economic Corporation) also purchased housing for their employees. Despite the rocketing prices, more wealthy people were attracted to this area for new housing.  Living in this new district represented a social status.  As a result, commercial services also came to this area.  Several big retail stores were opened, including Fangzhuang Shopping Center (1992), Huarun Department Store (1995).  Some well-known retail chains also opened supermarket (Carrefour) or specialty store (Guomei Electronics) in this area. In addition to Fangzhuang, another example is Wangjing located in the northeast of Central Beijing near the Capital Airport Expressway.  This area also witnessed rapid growth of population and commercial services fueled by the development of residential real estate.

Population redistribution and suburbanization
Since the early 1980s, population in Beijing has been experiencing a prominent redistribution throughout the city.  A comparison of the Fourth Census (1990) with the Third Census (1982) shows that whereas population density of the subdistricts in central city slightly declined, near suburbs witnessed significant increase in population in the 1980s.  Despite the lack of comparable data for some subdistrict (townships), the pattern shown in Figure 10 echoes observations of Wang and Zhou (1999) and Zhou and Ma (2000), indicating a sign of suburbanization.  Although the most recent data (the Fifth Census in 2000) at subdistrict level are not available to update the pattern, based on our observation we are quite confident to postulate that the trend between 1982-1990 has been continuing after 1990.   Suburbanization has been one of the central themes on spatial restructuring of Beijing.  

Like in the United State, increase in real income has contributed to suburbanization.  With the rapid increase in real income, people can afford larger housing, either apartment or single-family housing.  Their demand for larger housing can be met in suburban areas where many newly constructed housing projects are located at relatively lower prices.  Income growth also makes it possible for increasing amount of households to purchase private cars
.  However, unlike in the United States where people move to suburbia for low tax rates, better schooling, 

Figure 10.  Population Change in Beijing 1982-1990
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Table 10.  Geographical Distribution of Commercial Enterprises by Year of Opening

	Year of Opening
	Within the 2nd Ring
	2nd – 3rd Ring
	3rd - 4th Ring
	Outside of the 4th Ring
	Total

	Before 1978
	888 (57)
	319 (20.5)
	179 (11.5)
	171 (1.1)
	1557 (100)

	1979-1990
	931 (37.2)
	718 (28.7)
	497 (19.9)
	354 (14.2)
	2500 (100)

	1991-1997
	3137 (32.6)
	2742 (28.2)
	2424 (25.1)
	1343 (13.9)
	9636 (100)


Source: Compiled from CCSIB 1999.

and other social amenities (e.g., lower crime rate, less racial conflicts), suburbanization in Beijing has been driven by some other forces such as urban land reform and housing reform, central-city renovation and population replacement, improved living environment of the suburb (e.g., transportation and other infrastructure facilities), and flood-in of rural migrants (O’Sullivan 2000; Wang and Zhou 1999).  No matter what, the fact of suburbanization has caused city commerce to restructure to adapt to the changing consumer market in space.  As aforementioned, Beijing’s plan to open big malls and large warehouse and distribution centers along the expressways also reflects this trend.  As shown in Table 10, among the commercial enterprises opened before 1978, 57 percent were located in the area within the Second Ring Road.  Only 22.5 percent were located outside of the Third Ring Road.  For shops that were opened in 1979 and the 1980s, the ratios respectively became 37.2 percent and 34.1 percent.  For shops opened more recently (between 1991 and 1997), shops outside of the Third Ring Road (39%) already outnumbered those within the Second Ring Road.  

Emerging geographies of class and inequality
According to socialist ideal, economic inequality among people was something to be eliminated, though that was never realized.  Since the economic reform, people’s living standard has been greatly improved in China.  Personal income has increased rapidly.  But in Beijing, like in all other areas in China, the rapid economic growth has not benefited groups of people evenly.  With the overall economic growth and improvement in living standard, inequality in personal income has also been soaring.  Calculated by ownership of private car real estate, Beijing has the biggest number of millionaires among all the cities in China (http://finance.sina.com.cn, November 11, 2001).   According to Jing et al. (2001), the average asset of high-income households in Beijing has reached 2356 thousand yuan.  Concentrating in a few particularly professions, the high-income people have form a class of “the new rich”.  Meanwhile, as one city undergoing drastic industrial reforms, Beijing has a fair amount of laid-off worker.  It was estimated that in Beijing there were about 5 percent people who live in poverty relying on the allowance of 200 hundred yuan per month from the government (http://www.china.org.cn/chinese/pinkun/131133.htm).  In addition, an increasing number of poor migrants have also flooded into the city from rural areas and live and work with urban residents.

The increasing economic inequality and resultant social stratification have affected the structure of city commercial from at least two aspects.  First, a much more diversified consumption pattern has emerged.  People of different income level have different consumption demands and preferences.  As a result, a more diversified hierarchy of commercial shops has emerged providing a huge variety of goods.  While most stores open to mid- and low- income consumers, high-level shops are opened every year mainly targeting high-income customers.  Today, people should not be surprised at all when they find a pair of shoes with a price of thousands or even tens of thousand yuan in some shopping city in Beijing, though the annual average employment earning per employee was only slightly above ten thousand in the late 1990s.  Second, economic inequality and social stratification have changed commercial structure spatially.  Studies shows that the residence of the “new rich” people has displayed distinct pattern in urban space in Beijing (Hu and Kaplan 2001).  For example, many of them live in expensive townhouse or villa in suburban areas with convenience access to transportation lines.  With construction of new expensive residential housing and residence of these rich people, commerce commercial businesses follow in.  In general, the expansion of commercial facilities follows population redistribution, and the rich people and the new high-level residential areas where they live seem have particular attractions to commercial businesses.   

Commercial Structure on Urban Transformation

In addition to being influenced by (other factors) of urban development, commercial structure itself and its dynamics also impact the overall pattern of urban transformation.  First, as one important element of urban form, changing commercial structure greatly contributes to the changes in physical environment of the city.  Since the economic reform, numerous of commercial stores have been opened.   Along with the coming of these commercial services, many new buildings of different style have been added to the city.  Those new large commercial store, for instance, in the name of “shopping city”, “commercial plaza”, and so on, often have high building with grand look.    Although Beijing does not have many shopping malls in real sense (as in North America), the city has shown interests in introducing some shopping malls of large scale.  For instance, it was planned that by 2000, Beijing would open 10 shopping malls with floor area more than 10 thousand square meters (Zhao 1995).  In reality, by 1998, there were already 72 retail enterprises (including a few retail chains) with floor area larger than 10 thousand square meters (BSB 1999a), though most of them were still standalone shops/markets rather than shopping malls.  Urban markets can be high-rise stories buildings (e.g., the Silicon Valley Computer City in Zhongguancun), a housed hall expanding large lot of land (e.g., the Zhonghai Electronics Market in Zhongguancun, Dazhongsi Agricultural Trade Market on the Third Ring Road NW), or an open place without any cover (e.g., many small farmer markets).   With the coming of foreign capital, some commercial symbols that were new to Beijing residents are introduced into the city.  For instance, the yellow sign of big “M” of MacDonald fast food can be seen on almost every major road in the city.  

The increase and spatial redistribution of commercial facilities have changed the pattern of urban land use.  They also produce some impacts on urban transportation.  Usually the development of city commerce follows the extension of transport network.   But the expansion of commercial activity in one area can also promote/incur transportation provision and improvement.  For instance, the opening of a large shopping center or urban markets will attract large population flow and necessitate more bus routes to pass by.  To accommodate the increasing flow of population and vehicles, the roads nearby may need to be expanded.  The expansion of Zhongguangcun Boulevard demonstrates this.  As pointed out in the previous analysis, from the late 1980s, Haidian-Zhongguancun area has become one of the most concentrated areas of commercial activities in the suburbs.  Many commercial outlets were scatters along Zhongguancun Boulevard (N and S) and form a strip of high density of commercial businesses.   Soon the street became overcrowded with increased population and vehicles.  In the late 1990s, Beijing city government initiated a major construction project to expand and renovate the street.  

Commercial structure can also influence residential construction and population distribution in urban space.  Jones and Simmons point out (1993) that before reaching a point of market saturation in the 1980s, the development of planned shopping centers in North America experienced three stages.  The first stage (the 1950s) was characterized by a “consequent” development strategy – the shopping center was built after the housing stock in a particular area was in place.  The 1960s witnessed the “simultaneous” shopping center development strategy (i.e., the shopping center and the housing stock were built at the same time).  In the early 1970s, there was a shift toward a third stage – “catalytic development.  The shopping center was viewed as a growth pole that would stimulate future residential construction (Jones and Simmons 1993: 217-219). It appears that in Beijing the development of shopping centers is still in the first or/and second stage described above.  But as the competition in real estate market becomes intense, the real estate developers often choose to locate new residential projects (if within the urban area) near large commercial stores.  The overwhelming real estate advertisements show that people still choose the proximity to shopping center, especially large famous retailers, as one important amenity for consideration when they purchase new housing.  Although we haven’t seen concrete example of “catalytic” shopping center, the role of commercial facilities in influence residential construction and population distribution should not be underplayed.  

Another indiscernible yet important impact that changing commercial structure has on the city is the formation of new urban social and cultural space.  The new commercial culture brought by new merchandises and commercial advertisements have changed the consumption pattern and consumption behavior.   A new urban consumption space characterized by new consumerism and new culture and discourse has gradually formed.  As Wang and Jones (2001) point out, it is rare to see people wearing clothes sewed at home as people did before the 1980s.  Rather, young people choose to buy stylish clothes of famous brand. More and more people and families like to dine out on regular basis, even for the most important dinner of the year (the New Year even dinner), for convenience and quality service.  The terminologies of new products and technologies are often heard in people’s daily conversation.  The emergence of new commercial formats, such as supermarket with self-service and bar code scanning of goods, 24-hour convenience store, big-box warehouse store, fast food restaurants, are dramatically changing people’s consumption habit and conception.   When recent retail restructuring characterized by the development in new supermarket forms indicates the coming of post-modern era (of marketing) in Western countries (Pritchard 2000), commercial restructuring in Beijing perhaps reveals the coming of the era of modernity.  Commercial restructuring also accelerates the transforming urban social space.  To some extent, the diversified supply of merchandises and shopping environment confirms the social stratification of the urban society.   

CHAPTER FIVE
concluding remarks 

Summary of the Study

Since the economic reform, Beijing, like other cities in China, has witnessed economic growth at unprecedented speed.   With the booming economy, people’s income and living standard have improved rapidly.  The consumption pattern has also changed dramatically.  City commerce, an economic sector that was demeaned under socialist urbanism and planning principles, has been flourishing in Beijing and is becoming increasingly important in urban economy.   The old tenet of city as merely the production center has been adjusted and the new urbanism and urban planning have begun to emphasize consumption and the role of commercial activity in urban economy.  In addition to its increasing importance in urban economy, city commerce has also witnessed significant changes in structure.  

This study shows that the ownership composition of commercial activity has changed noticeably, characterized by the decline of the proportion of public ownership and the rise of commercial services in other ownership.  Private commercial enterprises and family and individually owned small commercial business have mushroomed from the late 1970s.  They contribute to a large proportion of commercial outlets and employment in this sector.  Commercial businesses of a variety of ownerships have emerged since the 1980s.  From the 1990s, foreign capital began to enter commercial sector in Beijing.  Like the rise of private commercial economy in the 1980s, the entry of foreign capital has brought and will continue to produce profound impacts on the commercial landscape of the city.  With abundant capital and advanced management, international retailers have changed commercial environment of Beijing by introducing new business formats and commerce culture.  Spatially, this study shows that commercial enterprises of different ownership display distinct patterns of distribution.  While commercial enterprises, which take up the majority in the sample, are scattered across the urban space, private and foreign enterprises tend to cluster in particular areas.  

Commercial enterprises of different sizes show somehow different pattern of distribution.  Overall, commercial activities tend to concentrate in the central areas of the city.  A preliminary delineation of commercial concentration shows a hierarchy of three first-order commerce nodes surrounding the city center.  With close proximity to one another, Xidan has shorter history than the other two nodes – Wangfujing in the east and Qianmen in the south.  With increasing accessibility and attractions, Xidan is predicted to become even more important in the hierarchy.  In addition to the three first-order commercial nodes, a number of second-order commercial nodes are also identified outside of the Second Ring Road.  In reality, of course, in addition to these big commercial centers, there are a much larger number of commercial nodes of smaller size serving communities and neighborhoods. 

Despite the lack of the consensus in defining the scope of city commerce, this study only includes retail, catering trade, as well as urban markets for convenience purposes.  Retail is the most important component in city commerce.  Department store, or more precisely general merchandise store, had been the major, if not the sole, retail format before the economic reform.  From the 1980s, self-service and supermarket was introduced.  The coming of foreign retailers accelerates the diversification of business format in retail sector.  More supermarkets have been opened and retail stores of other “new” formats, such as warehouse store and 24-hour convenience store are also opened.  An examination of specialty stores indicates that specialty store of different businesses display different patterns of distribution.  While the distribution of some specialty stores appears to be random or dispersed (e.g., grain, oil, and food store and gasoline service stations), others show clear patterns of clustering (e.g., jewelry, computer shops, and stores of textile products).  In retail sector, retail chain is one of the focuses that the government is pushing to development. It is also a hot area for which foreign retailers are competing. The entry of foreign capital has brought huge pressure to domestic businesses, forcing them to merge to increase corporation power for scale economies.  This study does not devote much space to analyzing catering trade, as the sample database does not include family and individually owned small businesses. As a traditional commercial business format, the urban market has witnessed rapid development since it obtained permission to exist after the economic reform.  This research shows that the development of urban markets has essentially been initiated from the bottom up and more decentralized than other business formats in retail sector.  Spatially, most urban markets are located in inner suburbs.  Large urban markets tend to be located close to urban arterials like the Ring Roads.   

Changes in commercial structure are closely related to urban transformation.  Urban development produce impacts through improved urban transport network (to change accessibility), urban planning and urban reforms (e.g., economic restructuring and industrial relocation, urban land and housing reforms).  The recent trends in population redistribution and suburbanization have accelerated the restructuring of commercial activity in urban space.  In addition to these factors, other socioeconomic factors, such as changing demographic composition of the city’s population (not discussed), soaring inequality in personal income and increasingly obvious social stratification, have also contributed to the changes in the commercial structure of the city.  As one component of urban form and closely interrelated with others elements of the city, city commerce and its structure also influence urban development through incurring urban transport expansion, population redistribution, as well as creating new consumption, social and cultural space in the city. 

Limitations of the Research

Despite its findings, this pilot study inevitably has some limitations.   First, the temporal pattern of commercial structure was not sufficiently investigated.  In the sample database used in this research, individual commercial enterprise, with the attribute of opening year, to some extent allows us to analyze the development of commercial activity over time.  But it must be noted that commercial enterprises in the earlier periods of time were underrepresented.  For instance, the database shows only 660 retail enterprises with opening year before 1978.  This does not necessarily mean that only 660 retail enterprises existed before 1978.  Rather, it is more likely that a large number of retail enterprises that had existed before 1978 experienced organizational changes  (Wang and Hones 2001) – they might be either closed or transformed into new types of businesses or businesses with new names that necessitated re-registration.   To depict the temporal pattern of commercial structure and catch the changed over time, we ideally needed two databases of the same type for two different time periods.  Unfortunately, the raw databases of the two commerce censuses (1987 and 1998) of are not accessible to the public.  And the electronic database of working-unit directory like the one used in this study only starts from 1997.  

Limited by data and space, this pilot study only investigates the supply side of commercial activity.  The demand side (e.g., consumer behavior and consumption pattern) is largely ignored.  In order to understand commercial structure more comprehensively, we need to investigate the consumption space of the city by examining consumption pattern and shopping behavior of consumers.  Necessary data for analysis of this kind can be obtained either by carrying out sample surveys or by purchasing some second-hand data from some reliable consulting companies.  

Were more necessary data available, the interaction between commercial structure and urban structure could be analyzed in more detail.  As pointed out in this study, commercial structure is closely related to other components of urban form like population distribution, urban transportation, urban land use and so on.  To better investigate the interactive pattern and relationship between the changing commercial structure and urban transformation, we needed those data listed.  But again, those data were not obtained for this research though some of them exist somewhere.  We were unable to get land use data though we have known where we may collect (purchase) them for future studies.  The more comprehensive street map would be desirable covering entire the Central Beijing.  Urban transport network (urban streets, bus routes etc.) of two points of time were unavailable either.  The more recent census data have not been released yet.  Even for the two previous censuses, we lack population data for some subdistricts for comparison purposes.  

Issues for Future Study

From the achievements and limitations, this pilot study proposes the following issues to be solved in future studies, including: 

First, construction of databases and analytical framework.   For study on commercial structure, a geo-referenced database for commercial activity is essential.  Street files of Beijing (as well as other cities in China), even if they are in digital format, do not have topology and referencing information like the TIGER (Topologically Integrated Geographic Encoding and Referencing) data structure street files in the US have.  As a result, the existing databases such as BUD that contain commercial outlets or firms cannot be geo-coded automatically.  Converting the records on the map is extremely time- and labor- intensive and can often create inaccuracy.  Study on commercial structure in Beijing and other Chinese cities also faces the problem of the unit of analysis.  In Canada, with forward sortation areas (FSAs) as units of analysis, post code geography has turned out to be very useful equipped with some databases (e.g., electronic yellow book) in studying commercial structure.  In China, there is no such a framework.  Future study need to explore whether we can create a similar framework, or, if not, whether we can we find an appropriate unit for data processing and analysis.  Also from this pilot study we find that increasing amount of data are becoming available in digital formats.  Since these data come from various sources (e.g., different government agencies, research institutes, and private companies), however, very often they are not created using the same standard and are therefore incompatible with one another.  

Second, delineation of the hierarchy commercial centers.  A number of theoretical and analytical frameworks exist in Western literature for depicting the hierarchy of commercial centers and the morphology of commercial structure.  Previous studies on city commerce in Beijing tend to limit their explanation of commercial structure within the framework of the central place theory (Yang 1990, 1994; Wu 2000).  Delineation of commercial centers often has to adopt simplified methods with a limited number of factors (Wu 2000; Meng et al. 2000).  To be sure, the landscape of city commerce is much more complicated and dynamics.  A more realistic framework is in need to define the hierarchy of commercial structure and delineate the spatial scope of commercial nodes of different levels.  

Third, urban consumption space.  With the increasing personal income and changing demand for commodities, the consumption pattern and conceptualization of  shopping of urban residents have been changing.  The new commerce culture brought and modified by immense new merchandises, changing commercial advertisements, and the new formats of commercial business has changed people’s life.  The emerging new social structure of city is also interrelated with city commerce.  In order to capture the pattern of urban transformation (even only from the perspective of city commerce), it seems necessary to links socio-economic factors with commercial structure and understand urban consumption and social-cultural space of the city. 

Fourth, globalization of commercial activity and its impacts on city commerce of Beijing.  The globalization of commercial activity and entry of international capital into Beijing have profound impacts on the commercial structure of the city.   It is urgent to investigate how the domestic commercial businesses can be influenced by the coming of their foreign competitors.  It is also interesting to look at corporate behavior of large commercial businesses, their location and management strategies, commodity chain and flow, their corporate power and their spatial imprints on commercial landscape of the city.  
Last but not the least, the international comparisons of commercial structure and change.  There is a need to conduct international comparison.  Well studied in cities of Western countries like Canada and the United States, commercial structure recently has drawn scholarly attention in cities of developing countries or regions (Simmons and Chan 1994; Simmons, and Kamikihara 1998a, 1998b; Tokatli and Boyaci 1998).  By international comparison, we better understand and predict the process of commercial restructuring as well urban transformation in Beijing – the socialist capital in transition.  For practical purposes, international comparisons of commercial structure and change are essential prerequisites for transnational development for commercial businesses.  The dimension of comparison can range from the characteristics of the market, to the spatial organization of commercial activity, the nature of competition, and the pattern of governmental intervention (Simmons, Jone, and Yeats 1998: 210).  
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� The 12 districts included Dongcheng, Xicheng, Chongwen, Xuanwu, Chaoyang, Fengtai, Shijingshan, Haidian, Mentougou, Fangshan, Tongzhou (former Tong Xian), and Shunyi. The 6 counties were: Changping, Daxing, Pinggu, Huairou, Miyun, and Yanqing.  In 1999, Changping was administratively “updated” into a district.


� Retail enterprise with annual business income less than 5 million and for catering service with annual business income less than 2 million


� With the same methods and findings, both studies were based on the joint research project as aforementioned.


� For a comprehensive discussion of characteristics of the socialist city, see French and Hamilton (1979); for a more recent discussion about the transformation of (former) socialist cities, see Andrusz and Szelenyi (1996) and papers in a special edition of Urban Geography (2000, 21, 8).


� Actually encouraging personal consumption and developing commercial economy has been one of major measures adopted by the central government during the years past to stimulate economic growth and fight deflation brought by the repercussions of the Asian Financial Crisis in the late 1990s. 


� In the early 1980s, very few, if any, households owned private automobiles, not to mention private cars.  Less than two decades later, Beijing has become the first city in China where private automobiles have outnumbered public ones.  By April 2001, private care had reached more than 458,000. By average, there were almost 11 private cars per 100 households (China.com 2001).  The rapid increase in private car ownership has encouraged some people to live farther from the central city.
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