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/ƘƛƴŀΩǎ tƻƭƛŎȅ ¢Ƙƛƴƪ tƛŜŎŜ {ŜǊƛŜǎ όLǎǎǳŜ bƻΦ оύ 
Business Policy and City Clusters in China  



#ÈÉÎÁȭÓ ΧΩth Five-Year Plan and this report 
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Å The Outline of China's 13th five-year Plan (the 13-5 Outline) was officially approved at the 
conclusion of the National People's Congress on 16 March 2016 

Å The 13-5 Outline was drawn up by the central government on the basis of the Chinese 
/ƻƳƳǳƴƛǎǘ tŀǊǘȅ  ό//tύΩǎ  ΨhǇƛƴƛƻƴǎΩ ƻƴ ǘƘŜ мо-5 plan, a guideline released on 29 Oct 2015 

Å In the previous issue of /ƘƛƴŀΩǎ tƻƭƛŎȅ ¢Ƙƛƴƪ tƛŜŎŜ {ŜǊƛŜǎ όLǎǎǳŜ нΣ bƻǾŜƳōŜǊ нлмрύ ,we 
assessed the possible business implications of the 13-5 Plan, based ƻƴ ǘƘŜ //tΩǎ ΨhǇƛƴƛƻƴǎΩ 

 
Å After an in-depth examination of the finalized 

13-5 Outline, which is much more detailed 
with specific development goals, priorities 
and policy frameworks compared with the 
//tΩǎ ΨhǇƛƴƛƻƴǎΩΣ ǿŜ ŦƛƴŘ our previous report 
on 13-5 still relevant 

Å At the same time, we identified 4 new issues 
in the 13-5 Outline that warrant further 
examination considering their implications to 
ōƻǘƘ /ƘƛƴŀΩǎ ŘŜǾŜƭƻǇƳŜƴǘ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜƛǊ 
business implications 

Å This report is an update review of the 13-5 
Outline, focusing on the 4 new issues 



4 issues in the 13-5 Outline  
for further examination  

 

1. ! ÎÅ× ÔÒÁÎÓÆÏÒÍÉÎÇ ÐÁÔÈ ÅÍÐÈÁÓÉÚÉÎÇ ȬÓÕÐÐÌÙ-ÓÉÄÅ ÒÅÆÏÒÍȭ 

2. City cluster as the primary spatial strategy 

3. A more flexible approach to minimum wage 

4. A significantly expanded high-speed rail network 
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A new transforming path emphasizing 
ȬÓÕÐÐÌÙ-ÓÉÄÅ ÒÅÆÏÒÍȭ  

Å ά{ǳǇǇƭȅ-ǎƛŘŜ ǊŜŦƻǊƳέΣ ŀ ǘŜǊƳ ǎǘŀǊǘŜŘ ǘƻ ōŜ 
stressed since the end of 2015, is 
emphasized as the new development 

path in the 13-5 Outline  

Å China used to rely on stimulating the 
demand side, including investment, 
consumption and exports, to support growth 

Å The effectiveness of such a strategy has 
ƭŜǎǎŜƴŜŘ ǎƛƴŎŜ /Ƙƛƴŀ Ƙŀǎ ŜƴǘŜǊŜŘ ǘƘŜ άƴŜǿ 
ƴƻǊƳŀƭέ ǎǘŀǘǳǎΣ ƛƴ ǿƘƛŎƘ /ƘƛƴŀΩǎ Ƴƻǎǘ 
pressing issue lie in the supply -demand 

mismatch and imbalance , 
ŘŜƳƻƴǎǘǊŀǘŜŘ ōȅ /ƘƛƴŜǎŜ ǘƻǳǊƛǎǘǎΩ ǎƘƻǇǇƛƴƎ 
spree during their overseas trips which 
coexists with overcapacity in many domestic 
industries 
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Å Supply-side reform was seen by 
many as a turning point in 

macro -policy essential for 
China to further move to higher 
value added industries, such as 
high-tech industries and advanced 
services, and hence the changing 
structure of the economy 

Å However, demand -side 

management is not going 

away while attending to the 
supply side. The 13-5 Outline 
stressed that China should work 
more on the supply side "while 
moderately expanding overall 
ŘŜƳŀƴŘέ 

1.  



 Supply-side reform in China:  
what is it and what to do? 

Box 1: Supply -side reform:  

What is it?  

ά{ǳǇǇƭȅ side ǊŜŦƻǊƳέ was first raised in November 
2015 by President Xi jinping who pointed out that 
the Chinese economy shall άŜƳǇƘŀǎƛǎ on quality and 
efficiency of the supply ǎƛŘŜέ. The term has since 
been repeatedly mentioned by Xi Jinping and 
Premier Li Keqiang. 

China has a large scale traditional manufacturing 
sector which has been expanding in a traditional 
way over the years, regardless of the changing 
demand pattern of Chinese consumers.  ¢ƘŀǘΩǎ why 
expanding large scale investment has little effect in 
promoting economic growth over the past several 
yeras. 

The key idea of supply-side reform is to upgrade the 
quality of outputs in the economy, so as to 
accommodate the ever evolving demand pattern.  
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Box 2: Supply -side reform :  

What to do?  

Supply-side reform will include: 

Å Tackling factory overcapacity and 
property inventories  

Å Incentive for specific industries (high-
tech industries, advanced 
manufacturing and services) to 
increase effective supply 

Å More tax cuts 

Å Lowering corporate borrowing costs 

Å Easing administrative restrictions   

Å Preventive measures against regional 
and systemic financial risks and social 
risks  

 



 City Clusters viewed as the primary  
spatial strategy in the 13-5 outline 

Å City cluster is viewed in the 13-5 
Outline as the primary spatial 

strategy to achieve new-type 
urbanization, balanced regional 
development, and further opening up 
in inner regions  

Å With such a spatial strategy during the  
13-5 period, understanding the 
current configuration and future 
ŘŜǾŜƭƻǇƳŜƴǘ ǘǊŜƴŘǎ ƻŦ /ƘƛƴŀΩǎ Ŏƛǘȅ 
clusters is of critical importance 

for companies seeking opportunities 
in China 

Å C.L/ Ψǎ ǎǘǳŘȅ ƻƴ /ƘƛƴŀΩǎ Ŏƛǘȅ ŎƭǳǎǘŜǊǎ 
ƳŀǇǎ ƻǳǘ /ƘƛƴŀΩǎ но Ŏƛǘȅ ŎƭǳǎǘŜǊǎ ŀƴŘ 
examines their main features and 
future trends  

6 
* For more detailed ŀƴŀƭȅǎƛǎ ƻƴ /ƘƛƴŀΩǎ Ŏƛǘȅ ŎƭǳǎǘŜǊǎΣ please see our 
report ά/ƘƛƴŀΩǎ /ƛǘȅ /ƭǳǎǘŜǊǎΥ aŀƛƴ CŜŀǘǳǊŜǎ ŀƴŘ CǳǘǳǊŜ ¢ǊŜƴŘǎέ 

2.  



City clusters  in the 13-5 Outline 

Box 5: The configuration of 

Chinaõs city clusters 

Å/ƘƛƴŀΩǎ Ŏƛǘȅ ŎƭǳǎǘŜǊǎ Ŏŀƴ ōŜ ŘŜǎŎǊƛōŜŘ ŀǎ 
ŀ ŎƻƴŦƛƎǳǊŀǘƛƻƴ ƻŦ άǘǿƻ ƘƻǊƛȊƻƴǘŀƭ ŀƴŘ 
ǘƘǊŜŜ ǾŜǊǘƛŎŀƭ ŎƻǊǊƛŘƻǊǎέ ƛƴ ǘƘŜ ƭŀȅƻǳǘΣ 
with the five corridors forming the 
ōŀŎƪōƻƴŜ ƻŦ /ƘƛƴŀΩǎ ŦǳǊǘƘŜǊ 
urbanization and regional development  

ÅThe two horizontals : 

VThe continental land corridor  

VThe Yangtze River corridor  

ÅThe three verticals 

VThe coastal corridor  

VThe Harbin-Beijing-Guangdong 
corridor 

VThe Baotou-Kunming corridor  

7 * For more detailed ŀƴŀƭȅǎƛǎ ƻƴ /ƘƛƴŀΩǎ Ŏƛǘȅ ŎƭǳǎǘŜǊǎΣ please see our report 
ά/ƘƛƴŀΩǎ /ƛǘȅ /ƭǳǎǘŜǊǎΥ aŀƛƴ CŜŀǘǳǊŜǎ ŀƴŘ CǳǘǳǊŜ ¢ǊŜƴŘǎέ 

Box 3:  What is a city cluster?  

A city cluster usually comprises one or two megacities or large 
cities as hubs and with a few geographically adjacent cities linked 
by commuting corridors, with increasing social and economic 
interdependence. 

Typically, city clusters exhibit a higher population density and a 
higher level of productivity when compared with national 
averages. 

Worldwide, city clusters have become the primary trend for 
urbanization because they are both the venues of job creation 
and places where modern services are provided. 

  

 
Box 4: City clusters in the 13 -5 Outline  

ά/ƛǘȅ ŎƭǳǎǘŜǊǎέ as they key spatial strategy is stressed in 4 
chapters in the 13-5 Outline: 

ÅChapter 33, Optimize the structure and layout of urbanization 

ÅChapter 37, The comprehensive strategy for regional development  

ÅChapter 38, Coordinated development of Beijing-Tianjin-Hebei 

ÅChapter 49, Optimize the opening up strategy 
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#ÈÉÎÁȭÓ #ÉÔÙ #ÌÕÓÔÅÒÓȡ ÔÈÅ spatial 
configuration 

Source: based on the National New-type Urbanization Plan (2014-2020) and the National Main Functional Area Plan 
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ÅWage levels in China have increased steadily over the 
last decade, driven by rapid economic growth and 
declining population growth 

ÅThe Chinese government has been endeavoring to 
increase household incomes and wages to help spur 
private spending 

ÅThe 12
th

 five-year plan (2011-15) targeted an 

average 13% increase in minimum wage each 
year,  along with a more modest annual increase in 
household income (about 7%) 

ÅAs a result, minimum wage in China increased by 
more than 60% on average during the 12-5 period 

ÅThis has presented companies with the severe 
challenge of keeping expenses at bay amid a slowing 
economy 

ÅMany labor-intensive industries such as garments, toy 
and shoe manufacturing are transferring some 
production to other cheaper locations 

A more flexible approach to minimum  
wage during the 13-5 period  

Box 6: Minimum wage in the 

12 -5 plan  

ÅThe 12-р hǳǘƭƛƴŜΥ άǘƻ gradually raise 
minimum wage standardέ 

ÅThe  12-5 Outline of the Human Resources 
ŀƴŘ {ƻŎƛŀƭ {ŜŎǳǊƛǘȅ 5ŜǾŜƭƻǇƳŜƴǘ ϝΥ  άǘƻ 
increase the  minimum wage by at least 
мо҈ ŀƴƴǳŀƭƭȅέ 

 

  

 
Box 6: Minimum wage in the 

13 -5 plan  

Åάǘƻ ǇŜǊŦŜŎǘ ǘƘŜ ƳŜŎƘŀƴƛǎƳ ƻŦ ƳƛƴƛƳǳƳ 
ǿŀƎŜ ƛƴŎǊŜŀǎŜέ 

Åάǘƻ ǊŜŀǎƻƴŀōƭȅ ǎŜǘ ǘƘŜ ƳƛƴƛƳǳƳ ǿŀƎŜ 
ƭŜǾŜƭέ  

 

  

 

Instead of stipulating a specific target for 
minimum wage increase, the 13-5 plan adopts 
a more flexible  approach to minimum wage 

3.  

* : ȇֲⱬ ᴪḠ Ԋҙ ά ԋԓέ ⅞ Ȉ 
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There has been near double 
digit growth in the national 
average annual wage for urban 
employees in China since 2004, 
with the average wage 
reaching RMB 56,339 in 2014 
(around US$9,000)  

Source. National Bureau of Statistics. 

LƴǘŜǊƴŀǘƛƻƴŀƭƭȅΣ /ƘƛƴŀΩǎ 
minimum wage (in coastal 
cities at least) is now in the 
mid-to-upper range of 
Asian countries, much 
higher than for factory 
workers in Bangladesh, 
Cambodia, and Vietnam 

Note: In countries where only hourly or daily rates are available, the equivalent monthly rates are calculated on 

the basis of a 160 hour working month. Exchange rates were calculated on 30 July 2015.  

Source: China Labor Bulletin,  see http://www.clb.org.hk/content/wages-and-employment  

Minimum wage in China is now in the mid-to-
upper range of Asian countries  



A significantly expanded high speed rail  
ÎÅÔ×ÏÒË ÌÉÎËÉÎÇ ήΦϻ ÏÆ #ÈÉÎÁȭÓ ÌÁÒÇÅ ÃÉÔÉÅÓ 
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Å China has one of the largest High 
Speed Rail (HSR) in the world  

Å The άaƛŘŘƭŜ ǘƻ [ƻƴƎ ¢ŜǊƳ IƛƎƘ 
{ǇŜŜŘ wŀƛƭ 5ŜǾŜƭƻǇƳŜƴǘ tƭŀƴέ 
announced in 2008 planned to 
complete a HSR network of 19,000 
km by 2020 

Å In the 13-5 Outline, the network of  
HSR will further extend by 60%  
from 19,000 km to 30,000 km by 
нлолΣ ŀƴŘ ǘƘŜ ŎǳǊǊŜƴǘ ƭŀȅƻǳǘ ƻŦ ά4-
horizontal and 4 vertical axesέ ǿƛƭƭ 
ōŜ ŜȄǇŀƴŘŜŘ ǘƻ ά8-horizontal 

and at least 10 vertical 

axes έΣ ŎƻǾŜǊƛƴƎ ƳƻǊŜ than 80% of 
large cities in China 

The 2008 HSR plan:  
4-horizontal and 4 vertical axes 

4.  



The expanded mid-to-long term high speed  
rail plan in the 13-5 Outline (2030) 

Horizontal corridors 
Vertical corridors 
Existing HSR 
Planned HSR 
Existing regional rail 
Planned regional rail   
HSR in research 
Existing single track 
Existing double tracks 

Legend 

Source: the 13-5 Outline; Legend translated by FBIC 
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