


China’s New Retail Economy

Retail is the essential link between production and consumption. The dynamics 
of a nation’s economy cannot be fully understood without a good understanding 
of its retail sector. This book is written to achieve three broad objectives. First, 
it provides a comprehensive assessment of the changes in consumption patterns 
in China, the current size of the Chinese consumer market, and the regional 
variations. Second, it presents an interpretation of the changes in the country’s 
regulatory system and the corresponding policy initiatives, including the new 
state spatial strategies devised after its admission to the WTO. Third, it delivers 
a systematic analysis of the transformation of China’s retail sector. This includes 
the entry and expansion of foreign retailers, the development of indigenous retail 
chains as a national strategy to modernize China’s retail industry, and the chang-
ing retailer-supplier relations. This book is a useful reference not only for uni-
versity students and faculty researchers, but also for international retailers and 
commercial real estate developers who contemplate business and investment 
opportunities in China.

Shuguang Wang is Professor of Geography at Ryerson University in Canada.
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Foreword

Dr. Wang has made a signifi cant contribution to our understanding of one 
of the greatest consumer revolutions in history. Long before it became fash-
ionable, Dr. Wang, through personal observation and detailed empirical 
work, documented the evolution of the contemporary Chinese retail system. 
Over the last two decades, he has witnessed and measured the emergence of 
the Chinese consumer society that has altered the fl ow of goods and capital 
in the global economy. This transformation has been led, in large part, by 
the emergence of, and response of retailers to, the large Chinese middle 
class. This demographic segment now is larger than the total population of 
the United States. Further, it is estimated that this group will continue to 
explode and soon will approach the total population of Europe.

The book uses a geo-spatial approach to examine the growth and char-
acteristics of the Chinese retail economy from a variety of perspectives. 
The book can be divided into two parts. The fi rst focuses on a detailed 
empirical examination of the fundamental agents of change that have 
been responsible for shaping Chinese retailing. Initially, the geography of 
demand is discussed. Here various fundamental indicators of the burgeon-
ing Chinese market are presented such as the growth of market income, 
changing consumption patterns, and regional variations in demand. This is 
followed by a discussion of the regulatory environment that has controlled 
and shaped China’s retail transformation. This chapter is fundamental to 
any understanding of retailing in post-reform China. The fourth chapter 
concludes the fi rst section of the book with an interpretation of the nature 
of the various retail structures and formats that now characterize the Chi-
nese distributive system.

The second part of the book provides insights into four major shifts that 
have fundamentally changed the distribution and supply of retail goods 
in modern China. First, the experiences, entry strategies, successes and 
failures of various international retail chains are discussed. The follow-
ing two chapters evaluate both the national strategy that was implemented 
in 2004 to support the competitive position of 20 domestic chains and 
the particular strength of the two dominant Chinese retail chains in the 
consumer electronics sector. Finally, the book provides insights and raises 



xiv Foreword

fundamental questions regarding the growth of shopping centres in China 
and the strength of the luxury retail market in China.

Wang’s work fi lls a missing void in our understanding of the retail 
economy in China. It is timely, relevant and improves our understanding 
of the transformation of one of world’s major economies. Anyone with 
an interest in the current and future growth of Chinese market should 
fi nd this book invaluable.

Ken Jones
Professor Emeritus
Ryerson University
Toronto, Canada



Preface

Retailing is the essential link between production and consumption. The 
dynamics of a nation’s economy cannot be fully understood without a good 
understanding of its retail sector. Despite this importance, there has been 
a lack of attention to the transformation of China’s retail sector in the 
large body of literature concerning economic reform and regional develop-
ment in China. For one example, among Routledge’s Contemporary China 
Series of publications and its series of Studies on China in Transition (over 
60 titles in total ), no book deals with China’s burgeoning retail economy, 
leaving a gap to be fi lled.

Traditionally, retailing was geographically tied and retailers were 
embedded in their local market. But this has been changing in the last two 
decades. In the early 1990s, the orthodox retail geography was re-theorized 
by Wrigley, Lowe, and a few other European economic geographers, and 
a new geography of retailing was advocated to refl ect a series of important 
changes in the global economy. The main concern of the new geography of 
retailing is the grounding of global fl ow of retail capital and its geographi-
cal expressions. It also calls for much more serious treatment of regulations 
because they are important forces infl uencing corporate strategies and geo-
graphical market structures.

The new geography of retailing is theorized in the context of the Western 
market economies. Its testimony in the emerging markets is still limited. 
The current book follows this innovative approach in the case study of 
China—the world’s largest emerging market resulting from extensive eco-
nomic reforms in the last three decades. The book fi lls a void in the English 
literature on this important topic.

Unlike the existing books, this book moves away from the “fi rm cen-
tric” approach and focuses on the forces and the process of retail change in 
post-reform China, along with the geographical outcomes. Specifi cally, this 
book is written to achieve three broad objectives. First, it provides a com-
prehensive assessment of the changes in consumption patterns in China, the 
current size of the Chinese consumer market, and the regional variations, 
to establish the context of demand. Second, it presents a systematic inter-
pretation of the progressive retail de-regulation and re-regulation process 
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to provide the legal context for the understanding of the retail changes. 
Third, it delivers a systematic analysis of the transformation of China’s 
retail sector to gauge the changes in the supply side. This includes the entry 
and expansion of foreign retailers, the development of indigenous retail 
chains as a national strategy to modernize China’s retail industry, and the 
more recent pattern of capital groundings in commercial real estate devel-
opments that create new consumption spaces.

This book results from decade-long observations and study of China’s 
retail economy. I made extensive fi eld studies in China in the last 10 years, 
including visiting every shopping center and commercial node in Beijing 
and Shanghai, and interviews with key retailers and relevant government 
offi  cials. The book is not just packaged with information and data. The 
information and data are processed and analyzed to reconstruct the pro-
cess of change and growth, and to reveal the impact and consequences. 
It should not only be a useful reader for university students and faculty 
researchers, but also be an informative reference for international retailers 
and transnational real estate developers, who complete business and invest-
ment opportunities in China.

While this book is comprehensive in scope, it does not include every 
aspect of China’s vast retail economy. Research gaps remain, which hope-
fully will be fi lled by other interested researchers.

Shuguang Wang
Department of Geography
Center for the Study of 
 Commercial Activity
Ryerson University 
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1 Introduction

The retail sector is an integral part of a nation’s economy. From the political 
economy point of view, all consumer goods have surplus values locked up in 
them; the surplus values are not realized until the consumer goods are pur-
chased by consumers through various distribution channels (Blomley, 1996). 
As such, retailing is the essential link between production and consump-
tion, and the accumulation of capital is achieved through “repeated acts 
of exchange” between consumers and retailers (Ducatel & Blomley, 1990, 
p. 218). The dynamics of a nation’s economy therefore cannot be fully under-
stood without a good understanding of its retail sector (see Figure 1.1).

Producer Consumer

Wholesaler
with retail division

Wholesaler

E tailer

Factory outlet

(government
regulation)

retailer

(government
regulation)

(supply)

(demand)

(supply)

Distributor

Figure 1.1 The role of retailing in the system of commodity circulation.
(Retailing is carried out by a variety of distributors. They link forward with consum-
ers, and backward with producers/suppliers. Governments regulate the circulation 
system and the relationships both between distributors and producers and between 
distributors and consumers.)
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Retailing is especially important in the urban economy. Cities are not only 
centers of power and prestige; they are also centers of consumption and 
concentrations of retail businesses. Distribution of goods between retail-
ers and consumers is among the chief economic activities of urban areas 
(Hartshorn, 1992). Knox (1991) even had the view that “the whole of the 
[urban] landscape is geared toward consumption.” Whereas retail activi-
ties occupy only a small proportion of the developed urban land, they play 
several important roles including the generation of large amounts of retail 
employment while serving as the centers of consumption (Yeates, 1998). As 
production fi rms become more mobile, the success of cities hinges more and 
more on the role of cities as centers of consumption (Glaeser et al., 2000).

In the last three decades, a series of revolutionary changes have taken 
place in the retail industry worldwide amid the process of globalization of 
the world economy. Most of these changes originated in the Western capi-
talist economies, but they quickly spread to the emerging markets in Asia, 
Latin America, and, to a lesser extent, Africa. Among the emerging mar-
kets, China has been the new frontier for much of international business, 
and the transformation of its retail economy should be the most profound, 
including the disengagement of the state in operating retail stores, the entry 
of international retailers, and the emergence of non-state enterprises.

Despite its importance, there has been a lack of attention to the restruc-
turing and transformation of China’s retail sector in the large body of liter-
ature concerning economic reform and regional development in China. For 
one example, among Routledge’s publications of its Contemporary China 
Series and its series of Studies on China in Transition (over 60 titles in total), 
no book deals with China’s burgeoning retail economy. The four existing 
books printed by other publishers all focus on one aspect of China’s retail 
economy—retail internationalization—and their studies are “fi rm centric” 
(see Zhen, 2007; Chevalier & Lu, 2010; Gamble, 2011; Siebers, 2011). This 
book is written to fi ll the gap. It goes beyond retail internationalization and 
moves away from the “fi rm-centric” approach. The book aims to achieve 
three broad objectives. First, it provides a comprehensive assessment of the 
changing consumption patterns, the current size of the Chinese consumer 
market, and the regional variations within the vast country. This assess-
ment of “demand” establishes the fundamental context for a subsequent 
examination of the changes in the “supply” side. Second, the book delivers 
a systematic interpretation of the transformation of China’s retail economy 
in the last three decades. This includes the entry and expansion of for-
eign retailers, the development of indigenous retail chains as a national 
strategy to modernize China’s retail industry, the changing retailer-supplier 
relations, and the resultant structural changes in the retail sector. Third, 
it examines the changes in the regulatory system and the corresponding 
policy initiatives. While all major retail corporations (both domestic and 
foreign) have their own geo-strategies, their geo-strategies are largely dic-
tated by the state spatial strategies of the Chinese government.
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The book is written with the approach of the new geography of retailing 
advocated by Lowe and Wrigley (1996) and using the economic transition 
process for post-socialist states, as generalized by Bradshaw (1996), as a 
theoretical framework, for a deep understanding of the transformation of 
China’s retail economy. The changes in China are also analyzed and inter-
preted in contrast to the characteristics and recent trends of the contempo-
rary capitalist retail economy.

CHARACTERISTICS OF THE CONTEMPORARY 
CAPITALIST RETAIL ECONOMY AND RECENT TRENDS

From the vast literature on retail structure and structural changes in the 
Western capitalist economies, it is possible to generalize the following 
major characteristics and trends.

 1. Private ownership predominates in the retailer sector, but govern-
ment intervenes through regulatory measures.

Within the capitalist market economy, retailing is defi ned as private sector 
activities that provide goods directly to consumers (Simmons & Kamiki-
hara, 2003). Governments rarely own or operate retail businesses, except 
for a few selected consumer goods (i.e., non-merit goods such as alcoholic 
beverages and cigarettes). For example, in the Province of Ontario in 
Canada, all liquor stores are owned and operated by the Liquor Control 
Board of Ontario—a provincial government enterprise. Whereas corpora-
tions and individual entrepreneurs enjoy a high degree of freedom in busi-
ness decision making, governments do intervene in the retail industry with 
regulatory measures, often in the form of public policies, to mitigate nega-
tive impacts (see Figure 1.1). In turn, these policies, which are supposed to 
refl ect the values of society, impose limits on the retailer’s freedom to deal 
with competitors and conduct business with suppliers and consumers, thus 
aff ecting retail operations and the overall market structure.

Dawson (1980) has generalized fi ve types of public intervention that 
commonly exist in the Western capitalist economies: (1) location restriction 
through land use planning and zoning bylaws to minimize spatial exter-
nalities; (2) price control to protect consumers from inadequate advertising 
and predatory selling practices, and to generate revenues for governments; 
(3) optimization of business structure through fair competition laws to 
prevent monopoly and encourage innovation; (4) promotion of business 
effi  ciency by controlling new entries into a market to avoid excess retail 
capacities and waste of economic resources; and (5) protection of consumer 
well-being and safety through licensing/inspections and compulsory label-
ing. Dawson (1980) also pointed out that whereas direct policies toward 
retailing are few, indirect policies that aim at other sectors but impinge on 
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retailing are abundant. The various types of public intervention are often 
imposed by diff erent levels of government and implemented at diff erent spa-
tial scales (Jones & Simmons, 1993).

 2. A planned hierarchy of shopping centers is common in metropoli-
tan cities.

This is perhaps the most conspicuous in North American cities, where 
“there are more shopping centers than movie theatres; and there are more 
enclosed malls than cities” (Kowinski, 1985, p. 20). The rapid progress 
of suburbanization in the late 1950s and the 1960s required that cities be 
planned following “the principle of hierarchical organization” (Wang & 
Smith, 1997). Accordingly, a hierarchy of shopping centers was incorpo-
rated in this form of planning, consisting of neighborhood, community, 
and regional shopping centers. Each type of shopping center had a clearly 
prescribed tenant mix, trade area size, and even physical form (Urban 
Land Institute, 1985). In the 1970s, a newer and larger type of shopping 
center—the super-regional shopping center—began to be built. These cen-
ters often combine entertainment and recreation with shopping under one 
roof, becoming a new palace of consumption. Typical examples are the 
West Edmonton Mall in Canada (493,000m2) and the Mall of America in 
the United States (466,000m2). As suburbanization continued, the metro-
politan city became multicentric, and a network of retail nodes evolved to 
serve the expansive city. Each regional and super-regional shopping center 
became a node, spatially distributed in a hierarchical fashion analogous to 
central places in Christaller’s Central Place Model (Yeates, 1998).

 3. Big box stores and power centers have emerged to become new 
leading retailers.

By the late 1980s, retailing re-emerged as an important and dynamic eco-
nomic sector in many developed nations. In addition, major technological 
innovations took place in the distribution system. The highly computerized 
goods-tracking systems and inventory control enabled direct communica-
tions with, and direct shipping from, manufacturers (Hughes & Seneca, 
1997). In the process, it spawned urban shopping environments and led 
to the emergence of a new retail format, known as ‘big box’ stores. At 
fi rst, such stores were freestanding outside shopping centers; but eventu-
ally several big box stores began to cluster together at one location in the 
form of a planned plaza, commonly called a ‘power center’ (also known as 
a retail park). In less than ten years, this new format has been adopted by 
a variety of retail businesses. The big box stores and power centers have 
become leading retailers in the Western retail system (Jones & Doucet, 
1999; Hernandez & Simmons, 2006) and have been widely blamed as the 
cause of the ‘graying’ of regional and super-regional shopping centers and 
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the demise of department stores in North American cities (Kmitta & Ball, 
2001; Doucet, 2001). These new retail spaces have been created and manip-
ulated by the innovative retailers and commercial real estate developers to 
induce consumption.

 4. Retail chains continue to be the most important form of retail con-
centration, but signifi cant restructuring and reshuffl  ing have been 
taking place in the retail industry.

With no exception, all retail giants are chain operators, as the retail chain 
provides a way of introducing scale economies while avoiding the restric-
tions of market size (Jones & Simmons, 1993). Retail chains often account 
for 70 percent or more of the total retail sales in a metropolitan market. The 
1990s and the 2000s witnessed signifi cant restructuring of retail chains, 
leading to concentration of retail capital into the hands of a few “super 
leagues” (Marsden & Wrigley, 1996). Some sought to acquire, or merge 
with, others to consolidate resources and rose to the status of global cor-
porations. For example, in 1991, the French fi rm Carrefour took over two 
other domestic hypermarket chains: Euromarche and Montlaur. In 1999, it 
merged with Promodes to create the largest European food retailing group 
and the second largest worldwide.

In 2002, the American electronics retailer, Best Buy, expanded by acquir-
ing Future Shop, a Canadian retail chain. Big capital retailers are better able 
to invest heavily in information technology and centralized distribution 
systems, the use of which enables the retailers to more eff ectively perform 
their competitive functions of reducing the turnover time of commodities 
(Hughes, 1996). Meanwhile, many other chains were not as fortunate and 
subsequently went under. Eaton’s, a Canadian department store chain with 
a history of more than 100 years, was one such victim.

 5. The retailer-supplier relationship has tipped toward retailers.

For many years, producers of consumer goods eff ectively dictated brands 
and types of products being sold as well as their price in the retail market. 
Since the 1980s, retailing has been shifting from being the sales agent for 
manufacturing and agriculture to being the production agent for consum-
ers, and the balance of the retailer-supplier relationship has tipped toward 
the large retail chains (Dawson, 2008). The signifi cant retailers are no 
longer passive receivers of consumer goods supplied to them by produc-
ers. While still mediating between consumers and producers, they are no 
longer neutral mediators. Instead, they infl uence consumers by selecting 
goods with larger profi t margins (Foord et al., 1996). They erode manufac-
turers’ share of the surplus value by infl uencing patterns of consumption 
in their own favor and by using their bargaining power to lock manufac-
turers into retailer-led supply situations (Hughes, 1996, p. 99). They also 


