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Industrial and Labor Relocations among Chinese Regions

Abstract: Before and in the time when the global financia crisis hit the real economy of China, there has appeared a change in
regional growth pattern of industries——that is, industrial outputs in central and western regions have grown relatively faster than that
in the eastern regions. In the same time, suffering from labor costs rise and sharp drop in orders of exports, the industries in coastal
areas seem to lose their role as major driver of the Chinese economic growth. However, based on empirical studies, this paper shows
that the current changesin regional pattern of industrial growth, or the trends of industrial relocation, are mainly the results of central
government’ s implementation of favorable policies and biased investment. That formed the industrial structure, which are
dominated by heavy industries and inconsistent with the regions’ resources endowments. This paper suggests that sustaining the
rapid economic growth in China requires building a domestic flying geese model so that the central and western regions can carry on
the comparative advantage in labor-intensive industries. The urgent challenge facing implementation of regional development
strategies is to transform the government intervention and investment-oriented mode to comparative advantage-following and market-
oriented mode, so as to make the industrial relocation of industries become upgrading process of all eastern, central and western

regions atogether.
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