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DISPROPORTIONS IN CHINA'S REGIONAL DEVELOPMENT
AS A FACTOR OF INFLUENCE ON THE FORMATION
OF COMPETITIVE ADVANTAGES OF TERRITORIES
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Disparities in regional development have a significant impact on the economic This article examines the dis-
proportions of regional development of the People's Republic of China as a factor influencing the formation of
competitive advantages of territories. The study of differences in levels of economic development between regions
of China identified areas with significant potential for growth and identified constraints for less developed regions.
The investment attractiveness and development of certain industrial sectors are influenced by the development of in-
frastructure and access to resources. The level of education, qualifications and human resources of different regions
forms different potential for territories in attracting talented workforce and developing knowledge of the established
industries. The level of innovation, research and development in different regions forms competitive advantages for
those territories that have advantages in the introduction of new technologies and the creation of innovative prod-
ucts. The geographical location of the regions determines the territories that have easier access to key markets and

international trade routes, which accordingly creates competitive advantages for such territories.

Keywords: territory, state regulation, imbalances in development, China, innovative development, infrastructure.

Jucnponopyii 6 pecionanrbHOMy pO3GUMKY MAMb CYMMESUIL NIUE HA eKOHOMIYHULL B Oanili cmammi docii-
0ofceno oucnponopyii pecionanvHozo pozsumky Kumaiicokoi Hapoonoi PecnyOaiku Ax yuHHUKA 6naugy Ha ¢hop-
MYBAHHSI KOHKYPEHMHUX nepesas mepumopiu. JJocuiodcenus pisnuyi y piGHIX eKOHOMIYHO20 PO3BUMK) MIdNC pe-
eionamu Kumaro euasuno mepumopii' 3i 3HAQUHUM ROMEHYIANOM 015 POCTY Ma I0eHMUDIKY8aio odMedl cetHs 0
MeHW PO36UHeHUX pecionis. Ha ineecmuyiliny npusaoiusicmo i po36Umox NeGHUX NPOMUCTIOBUX CEKMOPIE GNIUBAE
Ppo36umox ingpacmpyxkmypu ma oocmyny 0o pecypcis. Pisenv oceimu, keanighikayii ma kaoposoco nomenyiany
PI3HUX pecioHi6 (hopMye pI3HULl nomeHyian 051 mepumopitl y 3a1yyeHHi maianosumoi pobouoi cunu ma po3eumxy
3HAHMb 3ACHOBAHUX THOYcmpil. Pieensv inHosayilinoi dianbHOCmi, 00CIONCEHb Ma PO3BUMKY Y DISHUX pecioHax
Gopmye KonKypenmni nepegazu 0 MuUX Mepumopiil, sKi Maroms nepedazu y 6NPoBAONCeHHI HOBUX MEXHON02I ma
CcmeopenHi IHHoB8ayitiHuX npodykmie. I eoepaghiune posmauilyanus pecionie 6UHAYAE Mepumopii, sKi Maroms Jjee-
wull 0ocmyn 00 KAr0YO8UX PUHKIG MA MIHCHAPOOHUX MOPEOBETbHUX WIAXIE, WO 8I0N08IOHO CIMBOPIOE KOHKYPEHMH I
nepeeazu 0isi MaKux mepumopil.

Knwwuogi cnosa: mepumopis, depoicasHe pe2yniosanis, oucnponopyii pozeumxy, Kumaii, innoeayiiinuti po36umox,
ingpacmpyxmypa.

Relevance of the research topic. One of the
concepts that is key in theoretical approaches
to determining the specifics and characteristics
of territories in economic interpretation, and
which comprehensively reveals the specifics of
the location, its system-forming elements and its

strategic value in the development of competi-
tive advantages, as well as strengthens the role of
state policy in the context of managing the com-
petitive advantages of territories, is the concept
of "territorial capital". The OECD (2001) indi-
cates that territorial capital can generate greater
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returns for those types of investments that are
better suited to a given territory and make bet-
ter use of its assets and potential. This means
that certain regions can obtain not only relative
competitive advantages formed on the basis of
the relative cost of factors of production, but also
absolute competitive advantages formed on the
basis of "unique" assets [1].

The aim of the article is to study the dispro-
portions of regional development of the People's
Republic of China as a factor influencing the for-
mation of competitive advantages of territories

Presentation of the main material of the
research. It should be noted that the modern
interpretation of space and territory has devel-
oped significantly and evolved over time [2]. In
classical economic theory, space was considered
as a secondary factor of production, and its value
is determined mainly on a geographical basis,
that is, on the basis of the cost of location and
distance. Some researchers point out that, among
other factors, the territory today plays a key role
in economic and social development, and is not
just a place and space where various social and
economic processes take place [3; 4]. The con-
cept of territorial capital proposed by the OECD
at the beginning of its development defined the
specific resources of the territory that repre-
sent the competitive potential of the territories
through elements of territorial capital, such as
geographical location, size, production capac-
ity, climate, traditions, natural resources, quality
of life and advantages of agglomeration [1]. But
over time, other factors have been added to these
elements, such as understandings, customs and
informal rules that allow entities to work together
in conditions of uncertainty, solidarity, mutual
aid, cooperation and the exchange of knowledge
and ideas between people and businesses.

The development of the approach to determin-
ing the factors influencing the competitiveness
of territories was carried out by R. Camagni [5],
who in his research proposed a comprehensive
scheme of territorial capital. According to this
approach, all factors influencing the competitive-
ness of a region can be divided into two groups:
traditional and innovative. R. Camagni refers to
the traditional factors those that are formed under
the influence of tangible and intangible public
goods, as well as tangible and intangible private
goods: public goods and resources, human capital,
private fixed capital and paid goods, social capital.
Innovation factors are determined by the syner-
gistic effect obtained from the use of tangible and
intangible resources: intermediate material goods
of mixed rivalry, relational capital, agglomeration
economy, connectivity and receptivity, coopera-
tion networks and relational private services [5].
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The concept of territorial capital emphasizes
the importance of territorial factors in economic
growth, as well as the inclusion of specific spa-
tial goals in economic development policies [6].
An illustrative example of the implementation of
this concept is the territorial policy of the Euro-
pean Union, the formulation of spatial strategies of
which is important not only for territorial cohesion,
but also for greater overall coherence of the Euro-
pean Union's policy. This concept is also of great
relevance for countries characterized by uneven
regional development and a constant imbalance
between national and regional policies [7].

Thus, taking into account the territorial differ-
entiation, China at the present stage can be divided
into three zones — Eastern, Central and Western.
Economically, the Eastern zone is considered the
most developed, covering eight coastal provinces
and all cities of central subordination — Shang-
hai, Beijing and Tianjin. The specialization of the
zone is determined by knowledge-intensive and
export-oriented industries. Their development is
closely related to the formation of special eco-
nomic zones and the attraction of foreign invest-
ment. The central zone has significant mineral
resources and specializes in agriculture, mining,
electricity, metallurgy and the chemical indus-
try. The western zone, which covers 70% of the
territory and 28% of the country's population,
includes large areas of undeveloped land and
has a low population density, significant energy
and resource potential with low availability and
remoteness from the main economic centers.

The most informative indicator of the uneven-
ness of regional development can be considered
the size of the gross regional product per capita.
Analysis of statistical data for 2022 by the triangle
of industry (Primary Industry, Secondary Indus-
try, Tertiary Industry) and gross regional product
per capita showed the uneven distribution of the
contribution of regions to the country's GDP and a
significant discrepancy between the gross regional
product per capita by region (Figure 1). Primary
Industry includes activities related to the extraction
of natural resources and agriculture. In China, pri-
mary industries include agriculture, forestry, fish-
eries, mining, and the energy sector, such as coal
and oil extraction. Secondary industry includes
industry, the production of goods with the enrich-
ment and processing of raw materials that were
obtained in primary industries. In China, second-
ary industries include steel production, machinery,
textiles, chemical and electronic industries, etc.
Tertiary Industry includes services provided to the
public and other sectors of the economy. It covers
trade, transportation, financial services, education,
healthcare, tourism, hospitality, information tech-
nology, communication services, etc.
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Gross Regional Product, Value-Added by Three Stata of Industry,
100 million yuan
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Figure 1. Gross Regional Product, Value-Added by Three Stata of Industry
Source: based on information from the website of the State Statistics Service of Cathay [17]

Thus, the regions with the highest per capita
gross regional product in 2022 were Bejing and
Shanghai. The size of this indicator for these
regions is almost 4.5 times higher than in the
Gansu and Heilongjiang districts, which have
the lowest level of gross regional product among
all the analyzed regions of China. The regions
with the highest contribution to the industry are
Jiangsu and Guangdong, which provide 22.8%
Secondary Industry and 21.2% Tertiary Industry
for the whole of China. For Primary Industry, the
region with the highest rate was Shandong.

It should be noted that the regions with the
largest gross regional product do not have the
highest rates of contribution to the industry,
which could be expected. On the other hand,
the Guangdong region is even characterized by
a fairly low level of gross regional product per
capita. The logical explanation for this trend is
usually primarily the calculation mechanism,

1.e. the gross national product per capita depends
on the number of working population (Figure 2).
The data in Figure 2 demonstrate that the Guang-
dong region is the leader in terms of the num-
ber of working population. At the same time, the
regions with the highest indicators in terms of
gross regional product, Bejing and Shanghai, on
the contrary, are characterized by low values in
terms of the working population.

Therefore, such a disproportion, in our opin-
ion, can be explained by the existence of another
factor that affects the significant gap in terms
of gross regional product per capita between
regions. This factor can be associated with the
policy of development of national and technical
clusters, which also plays a significant role in the
development of China's regions. According to the
Global Innovation Index 2022 [18] China's large-
scale presence in the 100 largest scientific and
technological clusters — the so-called geographic
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Figure 2. Number of working population in 2022 by region

zones around the world with the highest density
of inventors and scientific authors — is indicative.
In 2022, China equaled the United States in the
number of best science and technology clusters,
this indicator reached the level of 21 clusters.
Recognising that innovative products at the
local level are just as important as products at
the national level, the Global Innovation Index
annually presents a ranking of the 100 largest
science and technology clusters. Among the top
100, the Tokyo—Yokohama cluster (Japan) is the

Table 1
Economies with three or more
top 100 S&T clusters, 2022

Economy | PO 50 elusters | of clusters
UsS United States 21
CN China 21
DE Germany 10
JP Japan 5
FR France 4
CA Canada 4
IN India 4
KR Republic of Korea 4
GB United Kingdom 3
AU Australia 3
CH Switzerland 3
SE Sweden 3

Source: Global Innovation Index 2022
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most effective, followed by Shenzhen—Hong
Kong—Guangzhou (China and Hong Kong), Bei-
jing (China), Seoul (Republic of Korea), and San
Jose—San Francisco. Table 1 Economies with
3 or more clusters are presented.

In 2022, the Top 10 clusters remained the
same as last year in 2021, with one difference:
Shanghai and Suzhou merged into one cluster.
Compared to 2021, the largest increase in the
ranking was provided by three Chinese clusters —
Zhengzhou (+15 positions), Qingdao (+12) and
Xiamen (+12). Berlin (+4) in Germany, Istanbul
(+4) in Turkey, Kanazawa (+4) in Japan, Ankara
(+3) in Turkey, Daegu (+3) in the Republic of
Korea and Mumbai (+3) in India have also made
significant progress this year.

Chinese clusters also experienced the largest
growth in science and technology production,
with an average increase of +13.9 percent, and
the Qingdao cluster located in the China region
had the largest growth of all the top 100 clusters.

As the analysis of the top 100 shows, the
trend in the development of innovation clusters
is very pronounced in China, at the same time,
overcoming inequality and promoting compe-
tition is becoming an important challenge for
China, as well as for many other countries in the
world, which requires appropriate solutions. The
growing inequality between leading and lagging
companies, leading and lagging regions, between
high-paid and low-paid workers, and between
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countries is recognized as a major obstacle to
spread, implementation and productivity of tech-
nologies. Bridging these differences becomes key
to realizing the benefits of any future waves of
innovation. The policies proposed to achieve this
are multifaceted. One policy proposal concerns
how to deal with so-called superstar tech firms
and possible ways to support regions that are
lagging behind. According to the Global Innova-
tion Index [18], differentiation in regional labor
productivity in some countries reaches an exces-
sively high level (Figure 3). China is no exception
in this context, the Gansu region lagging behind
the average of this indicator for China as a whole
in terms of labor productivity is significant. Only
Mexico has a larger gap between regions among
the countries analyzed. Thus, the development
of scientific and technological clusters in China,
on the one hand, forms innovative centers and
contributes to the development of some regions
(for example, Shanghai with the highest level
of gross regional product per capita), and on the
other hand, leads to an even greater increase in
regional discrimination.

From the point of view of studying imbal-
ances in regional development, it is also interest-
ing to analyze the indicators of total investment
in fixed assets and total expenditures of the state
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budget. The total investment indicator refers
to the volume of activities for the construction
and acquisition of fixed assets and related fees
expressed in monetary terms during the reporting
period. It is a comprehensive indicator that shows
the size, structure and growth of investment in
fixed assets, creating a basis for monitoring the
progress of construction projects and evaluating
investment results. Total investments in fixed
assets in China include, investments by type of
ownership, investments of state units, collective
ownership units, joint ownership units, sharehold-
ers, private units, individuals, as well as invest-
ments of entrepreneurs from Hong Kong, Macau
and Taiwan, foreign investors, etc. [19]. Fixed
capital investment (excluding rural households)
is an investment in construction projects with a
total planned capital investment of RMB 5 mil-
lion or more by enterprises of various forms of
ownership, institutions, administrative units and
urban self-employed persons, as well as invest-
ments in real estate development in both urban
and rural areas. The total expenditure of the state
budget refers to the distribution and use of funds
collected by public finances to meet the needs
of economic construction and various activi-
ties. This indicator includes the following main
items: expenditures on general public services,
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Figure 3. Regional labour productivity differentials, 2020 or earlier

Source: Global Innovation Index 2022
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expenditures on foreign services, expenditures
on national defense, public security, education,
science and technology, expenditures on cul-
ture, tourism, sports and media, social security
and employment, expenditures on health care,
energy conservation and environmental protec-
tion, urban and rural communities, expenditures
on agriculture, forestry and water conservation,
transportation costs and other types of expenses.

According to the State Statistics Service of
China [19], the highest level of total state bud-
get expenditures in 2022 was in the Guangdong
region (1824701 million yuan), and the lowest
was in the Hunan region (83255 million yuan),
which is 21.9 times less (Figure 4). The high-
est growth rate of total fixed investment in fixed
assets in 2022 compared to 2021 was observed
in the Hubei region (+20.4%) and the lowest is
in the Tibet region (-14.2%). In addition to Tibet,
three other regions had a negative value in terms
of the growth rate of total investment in fixed
assets: Guizhou, Shaanxi and Qinghai, which,
according to our preliminary estimate, also have
low indicators in terms of the number of working
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population and gross regional product per cap-
ita. At the same time, there has been a signifi-
cant increase in fixed investment in the Xinjiang
region, which is reflected in higher employment
rates and gross regional Product.

An analysis of the average number of enrol-
ments per 100,000 population by region in
2021 showed that the Bejing Region has the high-
est enrolment rate in tertiary education, while hav-
ing the lowest enrolment rates in Junior Second-
ary Education and Senior Secondary Education
(Figure 5). Qinghai region has the lowest tertiary
education enrolment, almost 4 times lower than
Bejing region. The Guangxi region has the highest
enrolment in preschool education and upper sec-
ondary education, while the Heilongjiang region
has undercoverage in early childhood education.
The Xinjiang region has the highest rate of enrol-
ment in junior secondary education. Thus, in gen-
eral, there is a certain unevenness of coverage
among different levels of education in China.

The average level of education also provides
some insight into the disparity in China's regional
development, which is consequently responsible
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Figure 4. Total investments in fixed assets and total expenditures
of the state budget in the regional context for 2022
Source: based on information from the website of the State Statistics Service of Katai [20; 21]
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Figure 5. Average Education Enrolment per 100 000 Population by Regions in 2021
Source: based on information from the website of the State Statistics Service of Cathay [22]

for creating a skills gap that stands in the way
of the materialization and impact of new waves
of innovation. This is most evident in the areas
of advanced ICT, programming, artificial intelli-
gence, and data science skills. ICT skills of this
type and digital skills are needed, in particular, for
digital innovation in the agricultural sector and for
many innovations in other sectors of the Chinese
economy. Similar skills gaps will also become
evident in areas related to the Deep Science wave.

Today, there are three levels of subnational
jurisdictions in China: province (region), prefec-
ture, and county (Figure 6). The average size of
a province in China is about 300,000 km?. As a
result, it is difficult for provincial governments to
implement policies in accordance with local het-
erogeneity. They should rely on lower-level gov-
ernments, i.e. prefectural and county governments,
to implement policies at the local level. Counties
are the basic units in China's local government
hierarchy, which are comparable to counties in
the United States. Prefectural-level governments
play an intermediate role between the province
and its constituent districts. There are two types
of prefecture-level units: prefecture-level (diqu) or
prefecture-level city (diji shi). It should be empha-
sized that both prefectures and cities at the prefec-
tural level are at the same level (prefectural level)
in China's political hierarchy. In the prefecture,
all counties are almost autonomous, and county
governments have the right to make decisions
about their own development. The prefectural
government has no authority over the districts.

Prefectural government leaders are unable to con-
duct economic policy on their own; instead, they
transmit the decisions of the provincial govern-
ment to the county and control them. Thus, the
districts of any prefecture can make independent
decisions on their own development, including on
economic and political issues. For example, they
can make decisions about where public funds will
be spent and what public goods will be offered.
In addition, counties decide on local taxes and
subsidies, as well as the opening and location of
new state-owned enterprises. In general, counties
enjoy considerable autonomy in the prefecture.

Prefecture-level

Figure 6. Levels of subordination
of subnational jurisdictions in China
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At the same time, in cities at the prefectural
level (diji shi), county governments lose the prior-
ity of decision-making. The prefectural city gov-
ernment can direct the development of all prefec-
tural city districts. The reason for this difference is
that the city government at the prefectural level is
not the "resident agency" of the provincial govern-
ment, as in the case of the prefecture, but rather
is an important intermediate level of government
between the province and the district.

It is noteworthy to distinguish between two
types of constituent districts in prefectures or cit-
ies at the prefectural level: metropolitan districts
(urban districts/main cities) and peripheral dis-
tricts (rural districts). The metropolitan area is
where the city government is located at the pre-
fectural level. Historically, the metropolitan area
has been the central and most urbanized part of the
city at the prefectural level, which is why in other
documents it is referred to as urban districts or
main cities. Its identity as the seat of government
only at the prefectural level has been largely con-
firmed historically and remains unchanged. On the
contrary, as its name suggests, peripheral counties

usually surround metropolitan counties with lower
levels of urbanization and development.
Hangings. Thus, the study of disparities in
China's regional development is important from
the point of view of understanding the impact of
uneven development of different territories on
the formation of competitive advantages. Taking
into account the geographical diversity and dif-
ferent levels of economic development of differ-
ent regions, the analysis of imbalances made it
possible to identify the following factors influ-
encing the formation of competitive advantages
of territories in China — economic imbalances,
Infrastructure and access to resources, Human
Resources & Education, Innovation & Research,
Geographic Location & Market Access.
Therefore, the study of the imbalances in
China's regional development is important for
understanding various aspects of economic,
social and technological development in different
territories. This can help identify the competitive
advantages of certain regions and promote the
rational allocation of resources and the develop-
ment of various sectors of the economy in China.
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