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Since the reform and opening-up policies of 1978, China has pursued a development strategy focused on
promoting exports and attracting foreign direct investment (FDI). However, this "FDI-led and Export
Oriented Economic Growth" model was limited to coastal areas and did not extend to the inland areas. As a
result, economic growth lagged in the inland areas, where reforms were delayed, leading to expanded
economic disparities between coastal and inland areas.

In 1999, Chinese government initiated the "Western Development" policy to support economic growth in
inland areas. Additionally, China’s entry into the WTO in 2001 presented an opportunity for globalization
but it remained limited in coastal areas. Coping with this regional economic disparities, inland areas need to
achieve economic development.

The purpose of this study is to analyze this fundamental issue from the following three perspectives.

First, we need to clarify the structure of economic growth in inland areas, comparing with coastal areas.

Second, we analyze international and domestic division of labor of the inland areas. For the sake of this aim,
we explore foreign trade with inland areas, FDI into inland areas, inter-regional transactions of intermediate
goods.

Third, inland areas’ participation in Global Supply Chain (GSC) and its value aspect, the Global Value Chain
(GVCQ) is explored. We can clarify the characteristics of the "open economy" in inland areas.

The structure of this study is as follows:

Chapter 1 examines economic growth patterns and changes in industrial structure in China’s inland areas
since 2000, using multi-regional input-output tables and the DPG model. Furthermore, this chapter explores

the leading industries which lead increased output in inland areas, and factors of economic growth.



Chapter 2, using multi-regional input-output tables from 2002 to 2017, measures the domestic production
ratio, import ratio, and inter-regional inflow ratio in manufacturing industry. According to this analysis,
inland areas are in the process of forming an integrated market. Additionally, this chapter analyzes the
transformation of electronic and electrical communication equipment manufacturing industry, namely
decreasing of value-added imports, and increasing domestic value added.

Chapter 3 begins by reflection of policies for the development of internal areas. Next, we integrate the
international input-output table with the multi regiones input-output table. By using this integrated
international and multi regiones input- output table, we clarify the relationship between the direct GVC
participation of inland areas and the increase in production output, as well as value-added. Furthermore, it
forces on the indirect value-added exports of inland areas, which are includes in coastal areas’ export, to
evaluate the openness of inland areas from the perspective of value-added.

The conclusion of this study is as follows:

First, there is an industrial upgrading of inland areas, leading to a reduction in disparities with coastal areas.
However, economic growth and industrial upgrading in inland areas are based on extensive domestic
investment in fixed capital and technological factors, rather than an export- oriented model like in coastal
areas.

Second, based on value-added criteria, import ratios of intermediate goods among regions have diminished,
and the scale of intermediate goods transactions between regions has expanded, contributing to the "domestic
unified market", particularly in the evidence from the electronics and telecommunications equipment
manufacturing industry. Which supports the “Dual Circulation” could be anticipated.

Third, it is unclear whether the direct Global Value Chain (GVC) participation of inland areas has
accelerated the growth of production and value-added in regional industries. However, the scale of indirect
value-added exports from inland areas, which developed through transactions of intermed-iate goods between
regions, has expanded.

In this way, domestic value-added transactions and international trade have expanded. Compared to value-
added trade statistics, traditional trade statistics have overestimated exports from coastal areas and

underestimated exports from inland areas.



