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In the context of the 2014 Annual Meeting of the CIDRN, a field visit for members of the 
International Advisory Committee was organised by the Research Centre for International 
Development (RCID) based at the China Agricultural University. The field visit centred on 
Yiwu, a city in Zhejiang Province, as a case study of accelerated, inclusive growth. 
 
Attached are notes from the visit, together with the presentation of the Zhejiang experience 
provided to the team by a Provincial policy official, who has been deeply involved in the 
Zhejiang development process, involving small farmers from the beginning of the 
industrialization process  (see annex for the presentation by Mr Shao Feng). 
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Participants in the Field Visit: 

CIDRN Chair: Prof Li Xiaoyun 

CIDRN International Advisory Committee Team: Richard Carey, Barry Carin, James 

Putzel 

CIDRN Strategic Oversight Committee: Richard Garratt, DFID, Beijing 

RICD Secretariat/CAU: Prof Wu Jin, Prof Xu Xiuli 

Observer: Stephan Klingebiel, German Institute for Development Studies 

Rapporteur: Liu Xiaoqian, Max Planck Institute for Social Anthropology 

 

 Programme 

 Factory visits in Yiwu  
o Langsha Holding Group (now the world’s largest socks and hosiery 

production enterprise), employing 10,000 workers and 10,000 latest 
generation knitting machines imported from Italy.  
 

o Farphie Power Transmission and Distribution Company, an SME employing 
some 50 workers making electric circuits, from basic household equipment to 
tailor made installations for factories, hospitals, building sites etc and 
exporting to countries in Asia and Africa. 
 

 A visit to the Zhejiang commodities market, the largest wholesale market in the world, 
preceded by a briefing from its management on the history, strategic planning and 
vision for the next five-ten years 
 

 A trip to Jinhua to meet with the Institute for African Studies at Zhejiang Normal 
University and to view the world-class collections and installations of the museum of 
African art located at the Institute 
 

 A visit to an urban village, where farmers had turned over their land to the local 
government in return for the construction of a substantial village for their families and 
as a base for new livelihoods 
 

 A dinner discussion with local entrepreneurs in Yiwu , graduates of the China 
Agricultural University 

 

Key Observations 

The Zhejiang case is a major example of an urbanization-industrialisation process drawing 
labour from a poor rural economy into manufacturing and services employment and small 
business creation, with eventual huge scaling up and insertion into the global economy. This 
process was ignited by the public entrepreneurship of a local mayor in the early 1980s, 
starting with the organization of a farmer’s market, and facilitated by ongoing provincial and 
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town and village action on the strategic and infrastructure fronts and fueled by privately-
owned companies using family and informal sources of finance. It was thus a bottom-up 
process.  
 
IAC members were able to witness at first hand a range of the public policy and economic 
and social development vectors at work, and the approach to current and future challenges, 
notably:  
 

 the capacity of the local authorities in Yiwu to take a long-term view, to stay with it 

and at the same time to shape it continuously as future perspectives unfold, for 

example by linking to e-commerce via Alibaba and planning for the anticipated 

consumer goods import market expansion as China’s economic rebalancing 

proceeds. Not many authorities in OECD countries have the attention spans required 

for such approaches.  

 the adoption of the private joint stock enterprise as the institutional form for 

developing the economy, in conjunction with the strategic planning and coordination 

and overall management role of the authorities in developing the wholesale market 

and its infrastructure.  

 through this combination, the Chinese private sector has become the source of 

virtually all the job-creation in Zhejiang and in most other parts of China ( the 

resistance we encountered in our field visit last year in Ningxia to the joint stock 

company seemingly an exception).   

 at the wholesale market, the absence of any visible security personnel was 

remarkable. It seems clear that the 15,000 foreign buyers who live in Yiwu feel to be 

in a safe environment. A special local government service (the Yiwu Foreign-

Concerning Service Center) is devoted to solving the problems of foreign buyers. 

 the entrepreneurial tradition in Zhejiang Province has been a key factor, evidenced in 

the motto of the commodities market company: “to trade profitably, to trade 

conveniently, to trade safely, and to trade with a comfortable heart”. The replication 

of such a success story clearly would be difficult in venues where a long term 

strategy from above and entrepreneurship from below are lacking.  

 for the future, it is clear that housing and education provision for migrant families will 

need upgrading, and the progressive reform of the hukou system now underway is 

essential for this.  

 As wage rates rise in China, enterprises will need to adapt in order to maintain 

profitability.  Here, the management of the world-ranking sock and hosiery company 

told us that the key is not labour productivity, but, by market positioning strategies, 

especially through building brands and constant attention to design leadership.   

A main lesson to underline is that while the role in these achievements of the expansion of 

private enterprise is absolutely clear, so too is the strategic role the state (in a highly 

decentralized form in Yiwu) has played to make this happen. The role of the local authorities 

has been pivotal to promoting opportunities for small enterprise to drive economic growth 

and to facilitating the transition of people from agricultural and near subsistence economic 

activities into manufacturing and commercial activities. Public policy and public action has 

guaranteed the essentials of security in terms of predictability, basic infrastructure and peace 

and order which have stimulated people to invest in businesses with hard earned savings 

and “sweat equity”.  The historical and cultural context of the rapid emergence of Yiwu as a 

trading/manufacturing hub is unique in some basic respects and would be impossible to 
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replicate in any simple way. Yet the idea of manufacturing hubs has been translated into 

many different contexts and could be reproduced in Sub-Saharan African countries to 

transformative effect.  

 

Field Notes 

1. Entrepreneurship in tradition: Yiwu has enjoyed the fame of being the place for trading 
small commodities in China for many decades. It is said that the trade of daily products 
in Yiwu started during the Qing dynasty. It is recorded that the barter between chicken 
feather and candies marks the beginning of its trading history. This tradition is 
acknowledged by most people we met who consider it a major factor explaining the 
outstanding development of commerce in this area. In addition, there are some 
proclaimed key characteristics of Yiwu entrepreneurship (see point 4). 

  
2. (the micro model) Family (and) enterprise: Family enterprise is the main form of 

business organization. Two previous students from the China Agricultural University who 
are now a couple and trade cloth in Yiwu told us that the experiences and guanxi 
network accumulated by one’s family and kin are indispensable for young people to enter 
the local market, that even if the second-generation do not work in the company of one’s 
parents, they may still choose to trade similar commodities and utilize existing 
knowledge and networks, and that the role of family and kin is seen in many matters as 
important in running a business, such as sharing customers, supplying stocks and 
solving conflicts etc. We visited two private enterprises: the first one was the Lang Sha 
Group, set up by three brothers in the early 1990s. The other one, FARPHIE producing 
electric power transmission and distribution equipment, is owned by a young couple in 
their thirties. 

 

3. (the macro factor) Transition(s) in economic structure: A major reform of local 
economy is claimed by local officials and private entrepreneurs to be the establishment 
of industrial manufacture in the early 1990s.  This move had been led by the then city 
mayor  who saw that a major risk in the local economy was its sole reliance on the 
trading business, as this meant that the economy would be entirely dependent on  
external supply over which the local government and traders had little control. To lower 
this risk, the government decided to encourage local traders to engage in industrial 
manufacture by supporting them with beneficial policies. Meanwhile, a major investment 
by the local government was to build a concentrated marketplace covering five large 
blocks, located at the centre of the city with the capacity to accommodate all traders. A 
state-owned shareholder company was formed to manage it. The transformation of the 
economic structure from trading-only to manufacture-cum-trading is recognized as the 
major action underpinning the success of the Yiwu economy in the recent decades. The 
leading role of the state is thus emphasized, including the significance of particular 
individual officers, formulating the overall strategy as well as specific beneficial policies. 
Yiwu was eventually approved as the tenth Special Economic Zone in China in 2007, but 
was not among the early SEZs. While the expansion of the Yiwu economy and the 
generation of wealth by individual households did not take place overnight, its take-off 
should still be considered relatively fast - within twenty to thirty years’ time, that is within 
one generation. 

 
4. Some characteristics of Yiwu economy gathered from interviews/meetings: A 

human-centred approach seems to be integrated to the creation of an attractive and 
trustful business atmosphere. The four-sentence principle of the marketplace company 
reads, ‘to trade profitably, to trade conveniently, to trade safely, and to trade with a 
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‘comfortable-heart’ (shuxin). Some interviewees claimed that Yiwu had the ‘real market 
economy’ - meaning that, with the decentralization policy, a great deal of autonomy and 
preferential investment policies are given to small traders and producers. Other local 
proverbs describing Yiwu’s business characteristics include ‘small business is also 
business, so not one penny should be ignored’, and ‘profits belong to all parties. The 
other party can gain more, and we gain less. But we keep the business going first.’, and 
‘The monks can flee away, but the temple is always there’ – referring to the relative 
advantage of having an actually existing market. 

 
5. Urbanize the suburb (city expansion): Yiwu city has expanded significantly over the 

years. An increasing area of surrounding villages is undergoing urbanization. We visited 
one such village that had been converted to a community (shequ), and the original 
villagers had been registered as citizens. The new houses are built up in a concentrated 
area on the original village site. Most houses have similar exterior, each with five stories. 
The internal design and decoration of these houses are varied. Most households let out 
the ground floor to businesses, usually employing migrants, where the space is used as 
either workshop or storehouse, or otherwise the householders use it for their own 
business (in the latter case, the rooms cannot be let out to those working in their 
business). Householders do not appear to pay tax on this rental income. To provide 
community welfare services, a row of elderly care rooms are built in front of the 
residence houses, including two entertainment rooms respectively for Majiang (Mahjong) 
and TV, and a canteen where breakfast and lunch are provided at a very low price for 
those aged above sixty-five. There is also a community clinic, where the staff is supplied 
and paid by a local nursing college. There is no special schooling service and children 
are sent to nearby schools. These services are initiated and managed by the community 
office. In addition, there is a village co-operative managing the community economy. All 
the original villagers are shareholders. Many young people in the community,  whose 
families’ agricultural land rights have been reallocated for urban use, engage in the 
trading sector either as employees or self-employed. The older villagers normally take 
care of their grandchildren, stay with the adult son’s family and enjoy the community 
services. 

  
6. The state-market-society triangle: It was very clear that the explosion of manufacturing 

and trading activity in this area since the reforms was facilitated by significant state 
investment in infrastructure and a raft of incentives to stimulate investment. There seems 
to be a relatively synergistic interaction between government policy and the private 
sector. The policies to establish industrial manufacture, including the industries of color 
printing, packing, knitwear, craft jewelry, socks and zippers etc, and the building of the 
central marketplace appear to have been well-received and exploited by the private 
sector. Meanwhile, the monopoly of the state-owned company in providing shops for 
traders is balanced by the random provision of additional space by nearby households 
who let out their ground floor with attractive relative advantages, such as providing the 
storage room much closer to the shops. 
 

7. Migrant workers: At present, two thirds of the local population are composed of the 
migrants from within and outside Zhejiang province. They occupy many job positions 
ranging from unskilled workers to business managers and entrepreneurs. The number of 
migrant workers has passed a peak. In recent years, it has started to decline, mainly 
because some migrant workers have moved to other places, including returning to their 
hometowns, to set up their own businesses with the skills and social networks 
accumulated during their time in Yiwu. 

 

8. The (predictably) increasing demand on public service provision: The large number 
of migrant workers generates heavy pressure on the provision of public services, such as 
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children’s schooling. The local capacity to provide compulsory education has not been 
developed proportionately to the rapid increase in its population. It is said that the 
children of the migrants occupying higher positions in factories, such as managers, are 
normally assured a seat for schooling. For the children of the workers, there is a credit 
calculating system which allows those who got an overall higher score to be admitted 
first. In addition, there are also schools and kindergartens set up by the community or 
private sector to accommodate those left out by the public system, often with less 
satisfying facilities. However, it seems many migrants have left their children in their 
home villages in the care of relatives where they have access to school. 

 

9. Foreigners: it is reported that more than 50% of foreigners (approximately 15,000 
residents) are from Arab countries and 20-30% from Sub-Saharan Africa. They do their 
own trading business or are employed by the local enterprises.  

 
10. E-business: we were told that one major issue regarding the sustainability of the Yiwu 

economy concerns the development of E-business. The marketplace company sees the 
emergence of online business across the country as its most threatening competitor, 
since the latter is exempted from taxation at present. The marketplace company has 
already set up their own e-business platform, called Yiwugou. Comparing to other e-
businesses in China, which have a longer history and a larger amount of transactions, 
the company sees their comparative advantage to be the possession of the actual 
physical marketplace which corresponds to online shops on a one-to-one basis, and thus 
it gives a much stronger sense of credibility – thus responding to the most serious risks 
perceived in transactions in the virtual world. The policy also could facilitate future 
taxation of e-business to provide financing for the local government. 

 
11. Future - A global vision: Yiwu is currently the largest trading market for small 

commodities in China. In the future, it aims to increase its share in the global market. 
This means that more commodities will be imported and exported with enhanced spatial 
and technical capacity. In particular, it is less concerned with expanding exports to 
developing country markets but rather aims to expand its penetration in the European 
and the USA markets. For this to happen, fair trading policies and political stability are 
considered the most important factors. 
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Annex  

Presentation by Dr Shao Feng 
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