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BRIEF INTRODUCTION

Through the major paradigms of economic studies — from comparative advan-
tage, classical economics, neoclassical economics,and the Keynesian Revolution -
economists have drawn a constant distinction between macroeconomics and micro-
economics. While the time dependent analysis is de rigueur in both macroeconomic
and microeconomic analysis,the “spatial” or geographical component has yet to re-
ceive relatively systematic and clear formulation. I believe this area calls for in-
creased attention and new studies to contribute to a scientific paradigm.

Given the three levels of analysis of microeconomics, meso — economics ( yet
to be rigorously defined) ,and macroeconomics, topics that simultaneously address
these levels and provide a geographical perspective include locational economics,
regional economics ,urban economics, rural economics ,and spatial economics which
deal mainly on the macro — level. I have interpreted these subfields with the follow-
ing emphases:a) locational economics is mainly concerned with maximizing the lo-
cational advantage of firms;b) regional economics studies aim to promote develop-
ment including the economic linkages between metropolitan areas and interior re-
gions;c) spatial economics focuses on the linkages between domestic regions and
the international economy, the need for structural adjustments, the challenges of
balanced growth for all economic regions,and implications for national welfare.

Spatial economic strategy is an important area of research in geographical eco-
nomics , yet has to date been relatively neglected by Chinese and foreign scholars a-
like. In the mainstream works produced by the Chinese government and academia,
the spotlight is directed toward understanding aggregate growth rates, pursuing
structural adjustment , ascertaining of living standard,and establishing and elabora-
ting a national social welfare network,etc. In any case, spatial economic strategy
has received inadequate attention. From a strategic perspective,the study of the in-

terdependence of various regions in China and their co — development potential re-
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presents a primary area of new research and theories.

I speak of spatial economic strategy as encompassing the following logic ; con-
sidering the rational interests of the central government in sustained economic
growth , citizens’ rights to fair development, social stability and national economic
security, the national economy should be construed as a geographic unity under
which corollary relationships of regional linkages, order of development, division of
labor and coordination ,and variations in growth rates should be planned out by the
central reformers in a comprehensive and long — term scope. In other words, spatial
economic strategy requires that the central government actively weigh the demands
for “fairness” and “efficiency,” and implement a long — term vision in setting the
agenda for the developmental plans of each and all major domestic regions.

Since the well — ordering of a spatial economy displays the characteristics of
non — rivalrous consumption ,non — excludability, it can be seen as a form of quasi
— public goods , thus requiring government intervention and provision in order to o-
vercome probable market failures or resource contentions. The deliberate spatial e-
conomic strategies of many countries amply demonstrate this need. Since spatial e-
conomic strategy reflects the government’ s overarching guideline and fundraising
objectives for major economic regions, at the same time signals the direction and
distribution of government investment and projects, its formulation captures the fun-
damental approach of the government to the development of key domestic regions.

Prior to economic reform and liberalization , Chinese scholars of economic ge-
ography and regional economics were not unaware of the Western theories of spatial
economics , but showed little success in disseminating and promoting intellectual
debates over these theories due to the ideological and structural constraints of their
times. Since reform and liberalization , the revival of the higher education system
and the related increased dynamism of the academic sphere have prompted a more
objective and practical reconsideration of these Western theories. For examples,
Gunnar Myrdal , Albert O. Hirschman,N. Kaldor had put forth the influential theo-
ry to “widening gap” of development, which lend credibility to the anti — main-
stream views of a generation of Chinese scholars who emphasize the crucial role of
the government in spatial economic development. J. G. Williamson’ s “inverted U
— curve” theory encouraged Chinese scholars in the scientific merit of a “steplad-

der progression” in developmental strategy. Francois Perroux, W. Isard,and those

»



vV 1y
+ J\; -ATHigory of Concentric Liberalization

who built on their notion of the *growth pole theory” prompted their Chinese coun-
terparts to advocate a “hub - initiated development. ” Jean Gottman’s 1961 magna
opus, Megalopolis ; The Urbanized Northeastern Seaboard of the United States, also
directed Chinese scholars to rethink the problems of urbanization from an even
more macroeconomic perspective, leading to the proposal for “Nine Metropolitan
Circles” and other plans.

Revisiting the evolution of the general direction and operationalization of Chi-
nese spatial economic developmental strategies,we could discern the following pha-
ses

1953 - 1978 ; Equalitarian Development. Under the strong influence of Marxist
~ Leninist thoughts and particular international and domestic socioeconomic and
political trends, policy at that time closely observed an egalitarian principle. At the
same time ,one must also acknowledge that this policy demonstrated significant con-
vergence with the historical conditions of the time, and projected a preemptive or
proactive stance. In short,we could not criticize it simply because no war occurred
to test its utility, and not all investment patterns showed no respect for the real
needs of economic construction. Yet I hesitate to add that the above acknowledg-
ments do not mean to detract from the policy’ s flaws.

1979 - 1999 ; Disequilibrating Development. The initial breakthrough from the
earlier model came with the implementation of the eastern coastal regions’ econom-
ic takeoff. This structural shift originated from a dramatic transformation of the Chi-
nese Communist Party’ s, and its leader Deng Xiaoping’ s, shared understanding of
China’ s developmental path to incorporate Western theories of spatial economics
and historic lessons of development elsewhere. Disequilibrating development has
taken on many concrete forms. As mentioned above, the initial theoretical platform
included the “stepladder progression” and the “T — model” of development. Poli-
cies in this period aimed to leverage the comparative advantage of certain regions to
spearhead aggregate welfare improvement. Borrowing from the institutions of the
plan and the market, and enforcing deepening restructuring and liberalization , the
Chinese government dramatically remapped the distribution of capital flows and
created structural dynamics of disequilibrium. This period was marked by increas-
ingly polarized manifestations of positive and negative effects.

2000 - present ; Rebalancing Development. After twenty years of reform and o-

410 ;
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China have experienced tremendous changes. At the same time,the eastern coastal
regions have basically or progressively accomplished their roles as experimental and
demonstration examples. In June 1999, President Jiang Zemin proposed to intensify
the development of the western areas. In the September of the same year,the 4th
Plenum of the 15th CC officially launched the “Great Western Development” plan.
Top party and governmental bodies held work conferences in November to formulate
the basic objectives and strategic guidelines. Since then, China has taken a step
forward toward “Deploying the Great Western Developmental Strategy to Spearhead
a Balanced Spatial Development for the Nation, ” which will be evaluated by the ac-
tual success of the Great Western Development.

The above national spatial developmental strategy is expected to confer the fol-
lowing benefits; reducing the economic disparities between eastern, central, and
western regions , improving market order and social stability , strengthening the soli-
darity among various ethnic groups,raise domestic demand , sustain GDP growth at
around 8% ,and without entailing a significant efficiency — fairness tradeoff. I ex-
pect this strategy to produce a tangible benefit for equality ,and depending on vari-
ous exogenous factors,also contribute to domestic economic growth to some degree.
Hence, I suggest a closer analysis of the key determinants affecting the growth fac-
tors under the new policy environment,in order to according make adjustments in
the “Great Western Development” strategy to ensure a simultaneous realization of
fairness and growth.

Whether we are concerned with the implementation of a long — term strategy,
with meeting the requirements of economic transition, with improving China’ s in-
ternational standing,or with societal progress and stability, sustained rapid growth
rates play an important part of the equation. Form 1979 ~ 2001, China’ s GDP
growth averaged 9. 5% ,which ranked first globally. Yet since 1992 ,China has ex-
perience a gradual downward slide of the GDP growth rate. From 1992 -7, it
dropped from 14.2% to 7. 1%. 2000 saw a slight rebound to 8. 0% ,but the trend
resumed in 2001 with 7. 3%. The academia has debated the causes and implica-
tions of this national growth trend; most views contain a kernel of truth, but fall
short of persuasion. Few could come up with convincing evidence to support pre-

dictions of a rosier future. As measured by per capita GDP,and according to W.
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pening of the Chinese economy,both the eastern and central and western regions of
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W. Rostow’ s reasoning for “stages of growth,” China is still in midst of the takeoff
period ,and show not see an immediate end to rapid economic growth. Once again,
we confront the “puzzle of economic growth rate” at the start of this millennium.

If the existing theory proves inadequate to explain current outcomes,new theo-
ries must transcend the older framework and seek new intellectual paths that would
lead to a new analytical framework. I argue that the unique conditions in each
country’ s development,in particular the differences between advanced industrial
and late industrializing economies in terms of the market conditions and scope of
product distribution show tremendous differentials , resulting in variations in long —
term growth trends.

The stages of industrialization refer to the distinct phases in a national econo-
my’ s degree of industrialization and modernization. They start with a country’ s
decisive move away from handicraft toward labor — saving mechanization and adop-
tion of generally applicable production technologies, in convergence with similar
practices and trends in leading economies. For the early industrial powers of the
Great Britain,the U. S. ,Germany, Italy , France ,and the secondary group including
Japan, Denmark , Finland, Norway, and Middle Eastern oil — rich countries, the
global economy was a constant presence. Possessing structural superiority in inno-
vation and human resources , the early industrializers continue to enjoy an early —
mover advantage in the perpetual technological upgrading race even as the late -
developers attempt to erase the gap. Additionally, early industrializers enjoy trade
superiorities, brandnames of reputational advantages, superior market research
skills, and bargaining powers in international regime - all these advantages that late
— developers could not easily match. Thus generally speaking, setting aside the ex-
ogenous shocks of world — wide wars or economic crises ,and assuming no serious o-
versupply in major markets, the conditions for the rapid growth of the developing e-
conomies are fairly constant. A scenario of global overcapacities is unlikely, since
demand is not a static curve but rather amenable to manipulation. As long as the
aggregate demand could be shifted outward , productive factors could be restructured
and factor mobility across regions ensured, the supply curve would also adjust ac-
cordingly. The historic experience of advanced industrial economies supports my
arguments above.

The path of developing countries or developing regions differs significantly
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