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Foreigner's view of China

PAY ATTENTION TO "INWARD INVESTMENT" TO PROMOTE THE URBANIZATION PROCESS

Robert Blohm (ト若柏)
This session of the National People's Congress was marked by openness and candor, indicating China's confidence in comprehensively identifying and addressing the challenges it faces on the fortunate road to socioeconomic greatness. The main such challenges have been the plight of the rural population and setting the foundation for the innovative, productivity improving part of the economy. 
 

A key point that gets neglected in these discussions, and ignored especially by Western experts, is "inward investment". This is a very important process driving the other issues. Not only the peasants come to the cities. The cities are coming to the peasants! China can self-generate a big part of its emergence as economic power, just as the US did. The coastal areas will eventually become net consumers while the interior or rural areas become increasingly the net producers as industry/production gradually leaves the coastal areas and migrates to the countryside (just as it has already from Hong Kong and Taiwan to the Mainland), and the Chinese economy ultimately depends as little on international trade as the US economy does compared to other economies. This very process benefits the countryside. 
 

The issue is how fast it takes place. The purpose of the sound policy of a fixed/stable Renminbi supported by Nobel-Prize economist Robert Mundell is to not accelerate this process and not crash the coastal economies by making their export products suddenly too expensive. On the other hand, the speed of other reforms, like banking reform and the legal reform needed to guarantee property rights, especially the intellectual property or human capital needed to drive innovation, should have the effect of productivity increases and non-inflationary price increases that would provide the proper incentive to move production to the cheaper and potentially more efficient interior of the country. Ultimately China should look like the US, with huge urban centers spread all over the country. 
 

Mitigating the interim impact of slow transition of the production economy from the coastal cities to the countryside should not be used as an excuse to in any way "slow" that transition, to slow the inward investment process which has not been fast enough from the perspective of some social impacts. Hopefully the "new socialist countryside" will facilitate the inward investment process, which is the ultimate solution, and not slow it down by substituting for it. For example, the free public education and affordable healthcare would provide a capable ready local workforce. 
 

But establishing land ownership and necessary institutions should not be delayed longer than necessary, as this could also make agriculture more efficient by encouraging scale-economy in farming. 
Development economists are universal in their understanding of "economic miracle" growth as mainly a story of transition from rural to "urban" economies, from the perspective of population concentration and employment. In China's case, because of the country's huge spread, it needs to be remembered that the countryside itself will urbanize. 
 

The inward investment process should not be slowed because, if it is, pressure will increase to appreciate the Renminbi, and that appreciation would cause a shock in the form of a speeded up inward investment process to make up for lost time, but accompanied by pain and losses in the coastal cities. 
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