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On the Special Feature "China's Regional Economies and
Regional Development Strategies”

Mu, Yaoqian
Research Fellow, Research Division, ERINA

In this special feature, continuing on from Nos. 103 and
109 of this publication, we consider China's regional issues.
This time, in addition to the existing regional development
strategies, we also raise issues related to regional economies.
We approached how best to get a take on China's rapidly
changing regional economies and regional policies from the
aspects of urbanization, local government financial
management, marine strategies, and the policy systems of
the regional development plans. The authors are all China
researchers residing in Japan, and are in a position to
observe China from the outside. I shall briefly introduce the
content of their respective papers below.

The paper by Nobuhiro Okamoto, "Why Is China
Promoting Urbanization?: From regional development to
urbanization", pointed out that China's regional policies
continue to concentrate on cities, and substantiated that
urbanization is contributing to the resolution of important
issues related to the Chinese economy as a whole. In
addition, besides summarizing China's regional policies, he
argues that the course of regional development has moved
from "dian" [points] (cities) to "mian" [surfaces] (areas),
then from "mian" to "dian". More specifically, the four
Special Economic Zones, the 14 Open Coastal Cities, and
the Shanghai Pudong New Area, and the like, of the 1980s,
supported China's economic development as "dian", which
are the agglomerations of industry in the open cities. In the
2000s the development of the interior commenced, and the
"mian" development strategies of the Great Western
Development, the revitalization of the Northeast, and the
Rise of the Central Region were put into force. Entering the
second half of the 2000s, they have shifted again from
"mian" regional development strategies back to "dian".
Among representatives thereof are "National Pilot Zones
for Overall Reform" and "New Areas", but even within
rural development it has come to consist mainly of
development of county-level cities. Furthermore, regarding
the relationship between urbanization and the challenges
for the Chinese economy as a whole, he examined that as
urbanization progresses indices including per capita GDP,
per capita consumption, the proportion of tertiary industry,
and peasant consumption rise, and conversely energy
consumption and emission of pollutants decrease.

The paper by Xu Yirui, "A Reconsideration of China's
Regional Debt Problems: With a focus on Local
Government Financing Vehicles (LGFVs)", examined the
methods for procuring financing via Local Government
Financing Vehicles (LGFVs), which have been called a
major cause of the swelling of local government debt in
recent years, and the management schemes thereof, and
made clear the risks and problem points. The paper first of
all made clear the difference between the Chinese "rongzi"

(procurement of funds) and the Japanese "yishi" (borrowing

of money) [simplified Chinese: fli¥; Japanese: fli %], and
pointed out that there is a misunderstanding of it as "local
government financing platform", which is generally used in
Japan. Then, he analyzed the structure and the actual
situation of local government debt and examined the
mechanisms and roles of LGFVs. He pointed out that there
is the fear that the market mechanisms nurtured over many
years will be destroyed via drawing a line with the
evaluation of the LGFVs to date, merging the public finance
budgets and the state-owned asset budgets, and the coming
into being of a giant financial procurement system that has
integrated the latter. In addition, he made the analysis that
LGFVs, under the local government finance system peculiar
to China, which depends on revenues from land transfers,
become a hindrance also to the construction of a tax state,
and a budget system lacking in transparency has led to a
hotbed of corruption. This is a paper that has presented the
perspective of a new analysis of LGFVs.

The paper by Zhang Bing, "The Policy Evolution of
Marine Economic Development Strategies in China and the
Actual Situation Thereof: A case study of the 'Shandong
Peninsula Blue Economic Zone Development Plan' ", is a
valuable paper that examined in detail China's marine
economic strategies. Japan's discussion on China's maritime
strategy concentrates on China's maritime safety
management, and particularly on maritime expansion via
military force, but this paper emphasizes its economic
significance, and argues that economic development
strategies are an important part of marine strategies. More
specifically, marine strategies don't stop merely at the space
for economic development stretching from the land area to
the marine area, but in them there is the aspect of a regional
development strategy aiming at the economic revitalization
of that region, making best use of its maritime features, and
in addition the aspect of a strategy of opening to the outside
world which aims at the strengthening of cooperation with
neighboring countries, with the lever of its geopolitical
advantages. He pointed out that, as it were, marine
economic development strategies, regional coordinated
development strategies and strategies for the expansion of
opening to the outside world are tripartite strategies. On the
other hand, as can be confirmed from the Shandong
Province case study, the differentiation between marine
economic strategies and existing regional development
strategies is not necessarily clear-cut, and there is an actual
situation where various issues exist in the aspects of: the
procuring of the funding for the execution of the plans; the
practical application of technology; the coordination and
grading-up of the marine industrial structure; the nurturing
of personnel; and international cooperation.

The paper by this author, "The Situation for the
Formulation of Regional Development Strategies in China:
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The characteristic features and challenges thereof",
systematically summarizes the regional development
strategies in China which have been hammered out
frequently from the second half of the 2000s, and elucidates
the characteristic features and challenges thereof. In recent
years the central government has approved a great number
of regional development strategies, but regarding
specifically how many instances to approve and how best to
classify and summarize them, it is not necessarily the case
that a common understanding can be achieved. This paper,
based on public information on central and local
government websites and government-affiliated newspaper
sites, etc., brings together the 107 instances of regional
development strategies which the State Council and the
National Development and Reform Commission approved,
and analyses them from such aspects as target sector, time

of approval, and organization in charge. Systematically
summarizing the complex and numerous regional
development strategies is essential to understanding the
overall picture for China'-s regional strategies, and is
important also for identifying the changes in regional
economies.

The above papers, while not being able to discuss all
the individual topics, have presented the important
respective issues. China's regional economies and regional
policies are moving daily, and although an absolute and
permanent conclusion will not readily emerge, differing
forms can be seen, depending on the point and time
observed. Our hope is that this special feature, even if only
in small measure, will deepen everyone's understanding of
China.

[Translated by ERINA]
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Why Is China Promoting Urbanization?:
From regional development to urbanization

OKAMOTO, Nobuhiro
Professor, Department of International Relations, Daito Bunka University

Summary

In this paper, I confirm the process of China's regional development strategies having shifted from being targeted on
regions to being targeted on cities, and I argue that China's urbanization strategy is the most effective method for resolving the
economic challenges which China has.

The initiatives aimed at the rectification of the regional disparities which expanded in the 1990s began with Jiang Zemin's
1999 call for the Great Western Development Strategy. With the Great Western Development Strategy commencing in a big
way via central government support from the 2000s, the revitalization of the Northeast in 2002 and the Rise of the Central
Region in 2004 were raised by the Hu Jintao administration, and regional development strategies were implemented for real
from 2003 and 2006, respectively.

Entering the second half of the 2000s, there was a transition from "mian" [surface] (area) regional development strategies
to "dian" [point] (city and city-cluster) regional development strategies. In 2005 Pudong in Shanghai was designated the first
"National Pilot Zone for Overall Reform", and the Tianjin Binhai area was approved as the first New Area in 13 years after
Pudong in Shanghai. At the same time, development policies with city and city-cluster targets were being formulated even in
regional development strategies at the provincial level.

The greatest tipping point from "mian" [surface] to "dian" [point] was the Twelfth Five-Year Program (2011-2015).
"Dian" [points] were specified within the "mian" [surfaces] by the "Two Horizontal and Three Vertical Lines" [Urbanization
Strategy] of the Twelfth Five-Year Program, and became a direction of carrying out urbanization taking the points as poles for
growth.

The structural challenges for China's economy are that it depends on external demand and its domestic demand also is
skewed toward investment, and that it is a "slapdash" economy centered on the waste of resources and expansion of inputs.
For external demand, along with being governed by the state of the global economy, the skew toward investment is eating into
future demand. For sustained development they will have to develop consumption-driven service industries.

In addition the reform of China's socialist system is also an issue. In particular migrant workers have poured in via the
urban development of the coastal regions, but the position of peasants in cities is low. If there had been no migrant workers
then export of China's low-price high-quality manufactured goods wouldn't have been possible. The trump card for resolving
the Three Rural Issues of agricultural productivity, rural development, and the raising of the peasants' standard of living, is the
integrating of city and country.

China's urbanization holds the possibility for resolving these economic challenges of China's. In fact, on checking with
the data, urbanization has a positive correlation with such things as per capita productivity, the level of consumption, the share
of service industries, and the living standard for peasants. Moreover, the reduction also of the volume of emissions of
pollutants, by economizing on energy consumption, is possible.

[Translated by ERINA]
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A Reconsideration of China's Regional Debt Problems:
With a focus on Local Government Financing Vehicles (LGFVs)

Xu, Yirui
Full-Time Lecturer, Faculty of Management and Economics, Kaetsu University

Summary

In China, the rapid urbanization of recent years has been progressing, and accompanying it the demand of residents for
the construction of basic infrastructure such as roads, railway lines, bridges, and sewers, has also been continuing to increase.
Ordinarily, when local governments attempt to procure urban development funding, there are three methods in the main. First
is the beneficiary liability method. That is, approaches such as the adjustment of local tax rates and the establishment of new
local taxes. Second is the method of market adjustment. That is, the approaches of issuing local bonds in expectation of future
potential, and of raising funds from the market. Third is the method of financial management transfer from higher-level
government. That is, the approaches of strengthening financial management transfer from higher- to lower-level government,
and of striving for interregional balanced development. In the local financial management systems in present-day China,
however, for whichever of the above three methods the current situation is one of them being difficult to realize. How to raise
the investment costs for the huge construction of infrastructure accompanying the progress of urbanization is a great challenge
for local governments in China.

After the Lehman shock of 2008, via the guidance from the central government's extensive financial management policy,
the local government infrastructure investment rush further accelerated, and the formula for procuring financing taking LGFVs
(Local Government Financing Vehicles) as its medium developed, and spread rapidly across the whole of China. At the same
time as this, however, via radical infrastructure investment, there was the situation where local government debt swelled
rapidly.

While there is the aspect that the method for procuring financing taking LGFVs as its medium comes up with the
investment costs for local governmental construction of infrastructure within the framework of the existing local government
financial management systems in China, and contributes greatly to the progress of urbanization, on the flipside the point has
been made that it impedes the strengthening of local financial management. In this paper, I would like to reconsider the real
problem points for regional debt in China and the location of risks, examining the method of procuring financing via Local
Government Financing Vehicles (LGFVs), called a major cause of the swelling of local government debt in recent years, and
the scheme for management thereof.

[Translated by ERINA]
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The Policy Evolution of Marine Economic Development
Strategies in China and the Actual Situation Thereof:
A case study of the "Shandong Peninsula Blue Economic
Zone Development Plan”

ZHANG, Bing
Associate Professor, Faculty of Glocal Policy Management and Communications,
Yamanashi Prefectural University

Summary

In addition to expressing clearly the concept of marine development strategies in China, regarding the marine economic
development strategies which are the most important ones of those, this paper analyses such things as the policy evolution and
the actual situation and challenges thereof, while utilizing a case study of the Shandong Peninsula Blue Economic Zone
Development Plan.

In the nations concerned, including Japan, attention to China's marine development strategies has been rising, but that is
interest mainly in China's maritime safety management strategies, and particularly in maritime expansion via military force.
To begin with, marine development strategies in China are comprised of maritime safety management strategies, marine
economic development strategies, and marine science and technology strategies, and with marine economic development
strategies being the important part therein, the other two complement the marine economic development strategies.

As has been shown from the Shandong Peninsula Blue Economic Zone Development Plan, the marine economic
development strategies in China are in the process of evolution. They don't stop merely at the space for economic development
stretching from the land area to the marine area, but at the same time there are also the aspects of a regional development
strategy aiming at the revitalization of that region, making best use of its maritime features, and of a strategy of opening to the
outside world which aims at the strengthening of cooperation with neighboring countries with the lever of its geopolitical
advantages. They are, as it were, tripartite strategies of marine economic development strategies, regional coordinated
development strategies and strategies for the expansion of opening to the outside world.

With the limits to onshore resources in China and the promotion of marine development and borderless economic
subregions becoming global trends, it is considered that China's marine economic development strategies are opportune and
pertinent strategies, and there are high expectations for their potential and effects.

On the other hand, within their actual evolution there exist various issues—such as their differentiation from existing
regional development strategies, the securing of the funding for the execution of the plans, the practical application of the
marine scientific and technological achievements, the coordination and grading-up of the marine industrial structure, the
nurturing of maritime-related personnel, the protection of the marine environment, the international perspective and the
strengthening of external coordination and cooperation— and their resolution is required.

[Translated by ERINA]
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The Situation for the Formulation of Regional Development
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The characteristic features and challenges thereof
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Summary

This paper systematically summarizes the regional development strategies in China which have been hammered out
frequently from the second half of the 2000s, and elucidates the characteristic features and challenges thereof. In recent years
the central government has approved a great number of regional development strategies, but regarding specifically how many
instances to approve and how best to classify and summarize them, it is not necessarily the case that a common understanding
can be achieved. This paper, based on public information on central and local government websites and government-affiliated
newspaper sites, etc., brings together the 107 instances of regional development strategies which the State Council and the
National Development and Reform Commission approved, and analyses them from such aspects as target sector, time of
approval, and organization in charge. Systematically summarizing the complex and numerous regional development strategies
is essential to understanding the overall picture for China’s regional strategies, and is important also for identifying the
changes in regional economies.

[Translated by ERINA]
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