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Abstract: The Western Development Strategy (WDS) is a key aspect of China's
coordinated regional development strategy and effort to build a modern country. The world

is undergoing profound changes that have not been witnessed in a century. This paper
discusses the WDS's importance in regards to China s modernization drive and the great
rejuvenation of the Chinese nation. First, this paper identifies the WDS's mission to improve
people’s livelihood in China s western regions, promote common prosperity for the Eurasian
continent, and support the green transition of Chinas and Eurasian energy economic and
environmental systems, and safeguard ecological security in Asia at large. Second, this
paper suggests that the key to the WDS is to reshape the geographical layout of economic
activity in the western regions to avoid inefficiency. Specifically, China should develop
a compact geographical layout of economic activity in the western regions, introduce a
unique competition strategy, as well as find solutions for coordinated regional development
based on key river basins. Finally, develop smart internet and inland free ports within the
western regions.
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Since the founding of the People’s Republic of China in 1949, China has made great efforts to
develop its western regions in three phases for coordinated regional development.' In Stage I (the
1950s), China constructed regional production facilities near raw material and fuel supplies in the
western regions, specifically within the range to the east of Baotou-Lanzhou Railway and the north
of the Yangtze River. This implementation of 156 construction projects aided by the former Soviet
Union to reverse the distorted and extremely imbalanced industrial layout left as a legacy from Old
China.

In Stage II (1964-1978), China launched the “Third Front Movement” for the construction of
defense, research, industrial, and transportation infrastructures in inland areas that were less vulnerable
than coastal regions to potential foreign attacks, focusing on Sichuan, Guizhou, Yunnan, Shaanxi, Gansu,
Ningxia, and Qinghai.

In Stage III (2000-2020), China launched the Western Development Strategy (WDS) to build

" CONTACT: Yang Kaizhong, email: ykz@pku.edu.cn.
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' The “western regions™ generally refer to the 12 contiguous provinces, municipality and autonomous regions -- Sichuan, Shaanxi, Gansu, Qinghai,
Yunnan, Guizhou, Chongqing, Guangxi, Inner Mongolia, Ningxia, Xinjiang, and Tibet. However, WDS policies also apply to Enshi Tujia and Miao
Ethnic Autonomous Prefecture in Hubei, Xiangxi Tujia and Miao Ethnic Autonomous Prefecture in Hunan, and Yanbian Korean Autonomous Prefecture
in Jilin.
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infrastructure, protect the environment, foster advantageous local industries as new growth drivers,
develop social programs, and deepen reforms in western regions under the goal of building a moderately
prosperous society. The year 2021 unveils a new journey for the Western Development Strategy. In
May 2020, the CPC Central Committee and the State Council issued guidelines on advancing Western
regions’ development.’

In its proposals on formulating the 14" Five-Year Plan (2021-2025) for National Economic
and Social Development and the Long-Range Objectives Through the Year 2035, the CPC Central
Committee called for forming a new pattern for the development of western regions. Regional
development cannot be planned in isolation from overall national development. We must approach
China’s Western Development Strategy and identify its missions, priorities, and paths from the strategic
perspective of the great rejuvenation of the Chinese nation and the once-in-a-century changes taking
place in today’s world. Following this approach, we will discuss China’s Western Development Strategy
as part of its modernization drive from a geo-economic perspective.

1. Strategic Mission of the Western Development Strategy

The Chinese nation’s great rejuvenation is at the historic crossroad of the “two centennial goals.”
The primary contradiction facing Chinese society is unbalanced and inadequate development and the
people’s ever-growing need for a better life. China, Asia, and the Eurasian continent as a whole have
come front and center on the world stage to create a community that shares a future for the advancement
of humankind. We have identified the missions and responsibilities for the Western Development
Strategy under China’s modernization drive in this context.

1.1 Raise Living Standards for People in Western Regions

From a geographical layout perspective, economic development is often accompanied by the
concentration of manufacturing activity and the equalization of living standards. According to
international experience, inequality within living standards follows a non-linear and inverted U-shape
pattern amid economic development. Before a country reaches the upper-middle-income stage, gaps in
living standards will widen. However, in the middle-income stage, gaps in basic living expenses, public
services, and income distribution will narrow, in that order (the World Bank, 2009).

Since the 11" Five-year Plan (FYP) period (2006-2010), the Chinese government has vowed to
equalize living standards as the goal of coordinated regional development amid China’s transition
from a middle-income country to an upper-middle-income country. Specifically, the 11" FYP
aimed to reduce the gaps in public services and living standards as the basic goals of coordinated
regional development. The 18" CPC National Congress vowed to “reduce income distribution gaps.”
In 2017, General Secretary Xi Jinping put forth three goals of coordinated regional development in an
important speech at the Central Economic Work Conference, i.e. to equalize essental public services,
access to public infrastructures, and living standards. In 2020, General Secretary Xi Jinping said in
his proposal to initiate a new journey towards building a socialist modern country at the Fifth
Plenum of the 19" CPC Central Committee saying “We must give more prominence to promoting
common prosperity for all the people and make down-to-earth, proactive, and lasting efforts towards
this goal.”

With an area of 6.78 million square kilometers, China’s western regions account for 71% of China’s
total land area - equivalent to 73.3% of the US land area - and are home to 380 million people, or 27% of

* According to the Guidelines, we believe that this “new pattern” is characterized by ecological protection, economic openness, reforms, and high-
quality development for the basic achievement of socialist modernization by 2035.

* Xi Jinping: Explanations on the CPC Central Committee’s Proposals on Formulating the 14" Five-Year Plan (2021-2025) for National Economic
and Social Development and the Long-Range Objectives Through the Year 2035, Xinhua News Agency, November 3, 2020.
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China’s total population, which is 1.16 times the total population of the United States.” With a per capita
GDP of 7,790 US dollars in 2019, China’s western regions reached an upper-middle-income level by the
World Bank’s criteria. China’s national average fell short of 10,098 US dollars and the global average of
11,339 US dollars and was only 1/8 that of US GDP per capita of 65,000 US dollars. By these criteria,
China’s vast western regions are less developed. In the new journey towards building a modern socialist
country, the Western Development Strategy plays a more positive and vital role in achieving common
prosperity for all the people. Building a modern socialist country, we should deliver common prosperity
for our people in the western regions in order to coordinate regional development.

The implementation of the Western Development Strategy has narrowed development gaps in the
western regions relative to other parts of China. However, gaps in living standards have narrowed at a
much slower pace compared with the productivity gaps. For instance, household disposable income in
the western regions was only 70% of the national average. In the same period, however, GDP per capita
in the western regions was 77% of the national average. This gap in disposable income reflects a bias
in implementating the Western Development Strategy, which prioritized regional economic prosperity
over the improvement of living standards. In the long run, economic prosperity cannot sustain if living
standards fail to keep up. Hence, we must give more prominence to common prosperity in the western
regions in our regional development strategy. In developing the western regions, we must balance
people’s wellbeing with regional economic prosperity and strive to enhance people’s sense of gain,
happiness, and security.

1.2 Promote Common Prosperity in Eurasian Continent

From a Eurasian perspective, the world can be divided into the Eurasian center, the periphery, and
the sea. Since the late 19" century, academics have put forth different geopolitical theories based on their
different understandings of these geographical divisions. In 1890, American geologist Alfred Thayer
Mahan put forth the sea power theory. In his view, the sea is the nexus of countries and world history.
Seapower, especially over straits, peninsulas, and islands, is vitally important to a country’s destiny. In
contrast to Alfred Mahan’s sea power theory, British geographer Halford John Mackinder published his
heartland theory in The Geographical Pivot of History in 1904. According to the heartland theory, the
Eurasian continent is the fulcrum of world history, which developed from the Eurasian heartland to the
monsoon periphery, Australia to the southeast, the American continent through Siberia and Alaska to the
northeast, and the European periphery and southern heartland to the west. “Whoever controls Eastern
Europe controls the Heartland; whoever controls the Heartland rules the World-Island; whoever rules the
World-Island rules the world,” argued Halford Mackinder. Unlike the sea power theory and the heartland
theory, Nicholas John Spykman, an American geographer of Dutch descent, published the rimland theory
in The Geography of the Peace in 1944. Control over the Eurasian fringe means access to vast Eurasian
coastlines, consumer markets, natural resources, and influence over the Eurasian continent. As Spykman
pointed out, “whoever controls Rimland controls Eurasia, and whoever controls Eurasia controls the fate
of the world.”

Since the 2010s, the United States has taken a host of geopolitical maneuvers based on the land,
rimland, and sea power theories to maintain its influence over the Eurasian continent, where economic
integration has made great strides. Through Brexit, the US has tightened its control over the straits,
peninsulas, and islands in Western Europe. While curbing France, Germany, and the Middle East’s
independent tendencies at the rim of the European continent, the US has increased intervention in Eastern
Europe at the heart, such as stationing troops in Poland, to block European integration and prevent the

* China’s land areas are calculated with data from the Administrative Jurisdictions of the People’s Republic of China, and demographic data

is calculated based on China’s statistical yearbooks. US demographic data is from the United Nations, Department of Economic and Social Affairs,
Population Division (2019). World Population Prospects: The 2019 Revision (https://population.un.org/wpp/).
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Europe-Russia alliance. After failing to engage China and control Asia’s rimland, the US vowed to
“rebalance Asia-Pacific” and pursue the “Free and Open Indo-Pacific (FOIP) strategy,” stepping up
efforts to prevent China’s rise by cooperating with Taiwan and meddling in the South China Sea.

China boasts vast land, including rimland and heartland, and maritime territories, but its population
and economic activity are highly concentrated in the rimland. Since the 18" CPC National Congress,
China has launched the Belt and Road Initiative (BRI), i.e. the Silk Road Economic Belt and the 21"
Century Maritime Silk Road, to enhance exchanges and development cooperation with the Eurasian
heartland, rimland, and maritime territories. In order to promote common Eurasian prosperity and build
a community that shares future prosperity for all humankind.

The western regions are at the forefront of China’s westward corridors to the Eurasian continent
with over 18,000 kilometers of land borders, accounting for 91% of China’s total land borders, and
1,595 kilometers of coastline, or 1/11 that of the nation’s total coastline, situated at the intersection of
the Eurasian heartland, rimland, and maritime territories, The western regions are the starting points and
intermediate channels of international economic corridors between China and the Eurasian countries,
including China-Mongolia-Russia, the New Eurasian Continental Bridge, China-Central Asia-West Asia,
China-Indochina Peninsula, China-Pakistan, and Bangladesh-China-India-Myanmar. In the new journey
of building a modern socialist country, China should develop the western regions to promote common
prosperity for the Eurasian continent. Taking the BRI’s historic opportunities, the western regions should
serve as a westward gateway between Asia and Europe.

1.3 Supporting Low-Carbon Transition for Sustainable Development in China and Eurasia

Energy cooperation is a priority under the BRL’ In 2019, 30 countries, including China, unveiled
the BRI Energy Partnership (BREP).” As pointed out by Igor Sechin,” former vice prime minister of
the Russian Federation and chief of Rosneft, Eurasia’s energy geography comprises the following
regions of production and consumption: (i) energy production regions in central Eurasia, including
energy-rich Arctic, Russia, the Caspian Sea, and the Middle East. In 2017, the Middle East, Russia,
and Turkmenistan accounted for 40.9%, 18.1%, and 10.1% of the world’s total natural gas reserves,
respectivey.” (ii) Asia-Pacific energy consumption regions, including China, India, and Pakistan. (iii)
Energy consumption regions in Western and Eastern Europe, including Western Europe, Turkey, and
Ukraine.

With the most significant energy consumption globally, China is at the center of the Asia-Pacific
energy consumption regions. Despite overall energy self-sufficiency above 80%, China has become the
world’s largest crude oil and natural gas importer and is highly dependent on oil and natural gas imports.
In 2018, China’s oil and gas dependence reached 70.8% and 45.3%, respectively, and around 70% of
China’s oil imports were transported through the Malacca Straits. The energy production regions in Central
Eurasia are the primary source of China’s oil and gas imports. The Middle East and Russia, for instance,
account for 44.0% and 15.48% of China’s crude oil imports, respectively. Forty percent of China’s
natural gas imports were from Central Asia. With China-Russia East-Route Natural Gas Pipeline put into
operation since the end of 2019, Russia has become China’s largest source of natural gas imports.

Situated between the energy production region in Central Eurasia and the Asia-Pacific energy
production region, China’s western regions are of great importance in building an energy supply network

* “Rebalancing Asia-Pacific” and “Free and Open Indo-Pacific (FOIP) strategy” were adopted by Obama administration and Trump administration
in 2011 and 2017, respectively, and judging by their geographical scope and intentions, obviously based on Mahan’s sea power theory and Spykman’s
rimland theory.

° Xi Jinping sends a congratulatory letter to the BRI Energy Ministerial Conference at the International Energy Transition Forum, Xinhua News
Agency, October 18, 2018.

7 BRI Energy Partnership unveiled in Beijing. Xinhua News Agency, April 25, 2019.

* Awww.rus7077.com/shangpin/elsxy/14134.html.

° Source: BP World Energy Statistical Yearbook, 2018, page 26.
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for China, Eurasia, and the world (Liu, 2020), spearheading the low-carbon transition. In China’s
modernization drive, its western regions should lead the transition towards sustainable development for
energy, economic, and environmental systems in China and Eurasia, seizing the historic opportunities
from the carbon peak, carbon neutrality, energy revolution, and the BRI initiative, thereby developing
into a secure, efficient, and clean international energy supply hub between China and Eurasia.

1.4 Protecting Ecological Security for China and Asia at Large

In the Anthropocene Epoch'’, humankind plays a primary role in driving changes in the Earth
systems. The impact of human activity can be expressed by the equation I=PAT, where I is impact, P is
population, A is affluence, and T is technology (Ehrlich and Holdm, 1971; Yang, 2019). Asia and Europe are home
to over 70% and 60% of the world’s population and GDP, respectively. As the world’s most important energy
producers with promising economic growth potentials, Asia and Europe are the leading forces in optimizing
man-land relationships and protecting the Earth. In the spirit of green silk roads under the BRI,'""* China
and its international partners have initiated the BRI Green Development International Alliance."

China’s western regions account for 8.3% and 7.2% of Asian and Eurasian populations,
respectively,* and are home to the “Third Pole of the Earth” with vast land borders. The western regions
represent a unique position in the ecological civilization of the Eurasian continent. They are home to the
“Two Screens and One Belt” as part of China’s “Two Screens and Three Belts” ecological layout, i.e. the
“Qinghai-Tibet Plateau Ecological Screen,” the “Loess Plateau-Sichuan and Yunnan Ecological Screen,”
and the “Northern Sand Protection Belt.”

As the most important river sources in Asia and rich in biodiversity, the western regions are
bestowed with the mandate to support a green and low-carbon transition for energy, economic, and
environmental systems in China and Eurasia. As the most biodiverse plateau in the world, the Qinghai-
Tibet Plateau serves as a regulator for climate change in the northern hemisphere, having a critical
position in the ecosystem. Home to Asia’s river sources, the western regions host the most critical
upstream waterways in the world (He, Liu, ef al., 2014), and Asia’s water conservation area. The upper
reaches of the Yangtze River and the mid-and upper reaches of the Yellow River are located in the
western regions, and so are many of the major international rivers in Asia (Table 1). These rivers nourish
the bulk of Asia’s population and are vehicles for China’s international river diplomacy. In exploring a
new landscape for the development of the western regions, we should seize the historic opportunities
from the green BRI and the Beautiful China Initiative (BCI) to strengthen the ecological screens in the
western regions to protect ecological security in China and Asia.

2. Strategic Priorities of the Western Development Strategy (WDS)
The equation I=PAT omits some important factors (Rui, 2010; Yang, Dong, 2020). Rui (2010)

' «Anthropocene” is a geological time scale concept, emphasizing that the Earth has entered a new geologic epoch dominated by the humankind.
The concept was put forth by Paul Jozef Crutzen (2000), a Nobel launreate in chemistry. In 2009, the International Commission on Stratigraphy (ICS)
established an Anthropocene Working Group (AWG) to examine whether geologic changes caused by human activity meet the criteria for opening a
brand-new geologic epoch. In 2016, an informal vote at the 35th International Geological Congress (IGC) approved the designation of the Anthropocene.
According to Nature, a science journal, the AWG announced that the Earth had entered into a new epoch since the mid-20th century based on the
radioactive matters.

"' The National Development and Reform Commission, the Ministry of Foreign Affairs, and the Ministry of Commerce. Visions and Actions for
Building the Silk Road Economic Belt and the 21" Century Maritime Silk Road, March 28, 2015.

" The then Ministry of Environmental Protection, the Ministry of Foreign Affairs, the National Development and Reform Commission (NDRC),
the Ministry of Commerce: Guiding Opinions on Advancing BRI Development, May 16, 2017.
" “Belt and Road” Green Development International Alliance unveiled in Beijing for green development cooperation and communication. Xinhua
News Agency, April 25, 2019.

" In 2018, the eleven provinces, municipalities and autonomous regions in western parts of China had a total population of 380 million, and Eurasia
and Asia had populations of 5.31 billion and 4.56 billion, respectively. Source: China Statistical Yearbook, 2019, and the United Nations, Department of
Economic and Social Affairs, Population Division (2019). World Population Prospects: The 2019 Revision (https://population.un.org/wpp/).
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Table 1: Major International Rivers in China’s Western Regions

River Regions Area (km®)
Heilongjiang Heilongjiang and Inner Mongolia in China; Mongolia, Russia 185.5
Irtysh River - Ob River China’s Xinjiang; Kazakhstan, Russia 164.3
Yili River China’s Xinjiang; Kazakhstan 15.1
Irrawaddy River China’s Yunnan; Myanmar 43.0
Nujiang-Salwen River China’s Qinghai, Tibet and Yunnan; Thailand, Myanmar 32.5
Lancang River-Mekong River China’s Qinghai, Tibet, Yunr}'dn; Myanmar, Laos, Thailand, 31.0

Cambodia, Vietnam
Pearl River China’s Yunnan, Gulzh.ou, G.uan.gXI, Guangdong, Hunan and 45.4
Jiangxi; Vietnam

Yarlung Zangbc? River- China’s Tibet; India, Bangladesh 62.0
Brahmaputra River

Bagirati River (Ganges) China’s Tibet; India, Bangladesh 108.0
Seng Zangbo River (Indus China’s Tibet; Pakistan, Afghanistan, India 103.4
River)

Yl.lanj iang River-Honghe China’s Yunnan; Vietnam 15.8
River

included urban land utilization and infrastructure into this equation, i.e. I=LPAT, where L is land use
and infrastructure. Rui followed the right direction. However, research suggests that geographical
segmentation, distance, density, and heterogeneity profoundly constrain economic development and
ecological protection. Like the internal city structure at the local scale, the spatial structure of human
activity at the national and international scales also influences changes in the Earth’s systems (Yang and
Dong, the World Bank, 2009). Hence, the equation I=PAT should at least include the spatial layout of
human activity in a more general sense (Yang, Dong, 2020), i.e. [=PSAT, where S is the spatial layout,
including the city space layout at the local scale and the spatial structure at national and international
dimensions.

Academics have put forth two fundamental theories on the Western Development Strategy (WDS),
i.e. the factor scarcity theory and the spatial layout diseconomies theory. According to the spatial layout
diseconomies theory (Yang, 1996; 2001, 2003), six important features can be found in China’s western
regions’ spatial socio-economic layout. (i) Eurasian economies are relatively distant from each other,
stretching from the East Asian coastlines to Western European coastlines. China’s western regions are
distant from the coastlines of Western Europe and East Asia and are situated at the center of the Eurasian
continent. For instance, Urumchi, a central city at the heart of the Silk Road Economic Belt, has a
straight-line distance of 7,500, 3,000, 3,400, and 4,500 kilometers from London, Beijing, Shanghai,
Hong Kong, and Tokyo, respectively.

(i1) The relative distance between population settlements is long. For instance, Urumchi, the capital
of Xinjiang Uygur Autonomous Region, has an average distance of 690 kilometers to the central cities of
various prefectural jurisdictions, which is greater than the distance between Beijing and Zhengzhou.

(ii1) Despite a higher population density than that of the United States, China’s western regions are
sparsely populated compared with its central and eastern regions.

(iv) Population settlements in the western regions are divided by mountains, valleys, and deserts.
Such division is compounded by the segmentation of administrative jurisdictions and a lack of
Mandarin-language education among some ethnic minorities.
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(v) Most parts of China’s western regions are semiarid with arid regions in the northwest and alpine
regions in Qinghai and Tibet. Semiarid and arid regions in China’s western regions suffer from severe
water resources scarcity, significant day-night temperature differences, and poor habitability.

(vi) The western regions suffer from an inefficient spatial layout due to a high concentration of
farming-pastoral regions, loess plateau, desert-oasis transition zones in the northwest, karst, mountains,
desertification in the southwest, and regions with complex wind and water erosion in Qinghai-Tibet
Plateau, among other ecologically vulnerable regions. With these traits, the inefficiency in the spatial
layout of the western regions can be reflected in the following aspects:

(i) Exorbitant transportation cost: With their remote and inconvenient locations and distant and
segregated urban and rural settlements, the western regions have fewer opportunities for internal and
external communication, which is costly and inefficient. According to the China Logistics Yearbook, the
total costs of logistics and transportation accounted for 17.49% and 13.7% of Ningxia Hui Autonomous
Region’s GDP, which was far above the national averages of 14.8% and 7.7%, respectively. Even with
the same production cost across eastern, central, and western regions, transportation costs have made
products from central and western regions less competitive.

(i1) Absence of a shared market: Small, sparse, and separated urban and rural settlements have re-
sulted in small local markets, causing diseconomies for public infrastructures, services, suppliers, and
consumers. Except for the Chengdu-Chongqing region, central Shaanxi Province, and provincial capi-
tals, demand for public infrastructures and services is small and scattered across other parts of the vast
western regions plagued by business inactivity, a lack of industrial correlation, as well as underdevel-
oped supply chains and industrial clusters.

(ii1) Labor shortage: Except for the Chengdu-Chongging region, central Shaanxi Province, and pro-
vincial capitals, other parts of the western regions are sparsely populated. Despite the low cost of labor,
the local workforce is too small to meet the needs of large factories. Limited labor market demand com-
pounds unemployment risks for workers. When labor demand spikes, firms struggle to recruit enough
workers from local labor pools.

(iv) Insufficient knowledge spillovers: New knowledge is generated by first-rate universities,
research institutes, and R&D centers through people-to-people exchanges and by emulating and imitating
competitors. Knowledge spillovers tend to be strong in populous regions with frequent people-to-people
exchanges, and weak in sparsely populated areas. Except for the Chengdu-Chongqing region, central
Shaanxi Province, and provincial capitals, other parts of the western regions are sparsely populated with
infrequent people-to-people exchanges. Such an environment does not help the western regions attract
and retain human resources vital to innovation.

(v) Ecological fragility: Despite a small population density, some parts of the western regions suffer
from a vicious cycle between ecological degradation and poverty. With the Western Development Strat-
egy implementation, the western regions have returned farmland to forest and grassland, resettled poor
populations to regions with better living conditions, and greatly reduced ecological fragilities. Yet grave
challenges remain.

Therefore, in implementing the Western Development Strategy, the key is to avoid and overcome
the less efficient spatial layout of economic activity in the western regions.

3. Future Path towards Success
Reshaping the geographical layout of economic activity holds the key to the successful implementation
of the Western Development Strategy, which must focus on the following strategic priorities.

3.1 Developing Compact Western Regions through International Economic Corridors
In the final analysis, development should improve public welfare and not just regional prosperity in
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a broad geographical sense. Since 2000, the Western Development Strategy has focused on priority cities
and regions. In the 13" Five-Year Plan (FYP) period (2016-2020), the Chinese government identified a
“Five Horizontal, Two Vertical and One Ring” axial layout for developing the western regions. However,
excessive dependence on the cities’ historic layout delivered geographically broad prosperity at the
expense of efficiency. In shaping a new layout for the development of western regions, we must raise
local living standards, encourage economic concentration, and form a more compact economic layout
(Yang, 1998).

First, regional development should center around international economic corridors. Together with
BRI countries, China has created six international economic corridors on land, including the New
Eurasian Continental Bridge and China-Mongolia-Russia, China-Central Asia-West Asia, China-
Indochina Peninsula, China-Pakistan, and Bangladesh-China-India-Myanmar international economic
corridors (National Development and Reform Commission and others, 2015).

The New Eurasian Continental Bridge and China-Mongolia-Russia economic corridor pass through
the western regions, and China-Central Asia-West Asia, China-Indochina Peninsula, China-Pakistan, and
Bangladesh-China-India-Myanmar economic corridors all start from the western regions. These corridors
link major cities in China’s western regions and rimlands in eastern, western, and southern parts of the
Eurasian continent. Through the establishment of footholds along the economic corridors, firms may
benefit from the economies of scale from major cities and people-to-people exchanges between populous
eastern, western, and southern rimlands of the Eurasian continent. Development along the economic
corridors will help ease population and economic pressures in ecologically fragile regions to benefit
man-nature harmony. Therefore, to avoid inefficient spatial layout in western regions, we should focus
on developing central cities and city clusters along the international economic corridors.

Second, we should develop compact international economic corridor systems. Compact development
is essential to increasing public infrastructure and service efficiency, generating economies of scale,
and spatial transactions. Following the principle of inducing economic growth without the expense of
ecological equilibrium, we should build a more centralized rather than scattered transportation network
and compact China-Europe railway transportation route as well as new land and maritime channels in
the western regions.

We should also pursue a centralized approach to urbanization, encourage populations and industrial
chains to concentrate in provincial capitals as well as develop sub-central cities in Xinjiang and other
provincial-level regions with appropriate conditions. While developing existing city clusters, including
Chengdu-Chongqing, Central Shaanxi, Beibu Gulf, Central Guizhou, and Central Yunnan city clusters.
China should also create compact metropolitan circles and city clusters, reversing the currently scattered
layout of city clusters in Hohhot-Baotou-Erdos-Yulin, Lanzhou-Xining, and Ningxia-Yellow River
regions as well as the northern slopes of the Tianshan Mountains.

Third, we should resettle populations from ecologically fragile regions. Resettlement is the
final solution to the vicious cycle between ecological degradation and poverty. For pubic welfare
and ecological security, we should relax household registration (hukou) restrictions, step up poverty
reduction through resettlement, return farmland and grazing areas to forest and grassland, and adjust
the fragmented administrative jurisdictions. The goal is to resettle populations from ecologically fragile
regions to the metropolitan circles and city clusters along the international economic corridors in the
western regions and beyond.

3.2 Implementing a Unique Competition Strategy

Another way to avoid the inefficient spatial layout of economic activity in the western regions is
to pursue a differentiated competition strategy, i.e. to create products and services that are unique and
globally competitive. Since 2000, China has attached great importance to adopting a unique competition
strategy for the western regions, focusing on unique local industries. However, over-dependence on



China Economist Vol.16, No.3, May-June 2021

DAz A% ) , 17 24 e L ] o 2235 2 IR A DX B ), B rh R R IR 25 O3 vl RS vl A

5 B R R SRR [ B SR AR R AR G o Ay B G BERE AR 55 I AN 7S 40 ORI, 48 e BB 55 280
AR IR 22155 RN 22 [R] 22 5 28038, V4 st X (] o 22 15 2 G I A2 2R 33 K e 2 e, # MR BE AT R R T 4 R U e AR
PR I, — 75 1, AR I RSy RO Ry i 4, T 1k S50 T DG St X 2k % s R G B X
Wi i T 00 ARG 5 75— 5 1, B B T ARy RO T (e 2 B AR RE N VAN b BE 1] 45 2 /1 R SR 3, IHAE
IR A AR MR T DX T R PR R PR O T o AR S BT BT b DOBU 22 5 B S v P D AR B v TR
TR RN, B PSR A 22 N —PG 77 T B B R LA i AT Jmyaed BE 43 Bl , T Ay e (R S5 A ,
IR Ty B R T P RIS R R T R

=0 Dl A BN I XN O 5 bR e b e R BN 55 X 2 AT E H A LR I 5 A D3I A
RAOAI, LN R SEAR RS T 4, BUAR T T IR J5 S0 HE T, 5 2 O 7% 7 BRI SE K ) B4
2 Gk BT B PRRAGR EE MR RE B SRUA SRR R R (AT B X KIS AR GE T, 5 DSl A 1WA I 55
DX i) 5 S DX ] s 22955 2 G # h FL RIS T HRE LA B PG P b DX A8 M %

() ST R M) L — A% 5 e

e MR AFR A A P et DX 5 A% R B 75— S I SEE 1| B — & S A it , it T3 7™ i AR 55 O ik
PR BRI 2 Bl 17 38 A L 3 . 20004E LASK , VBRI K — it B AL B — 6 S8 4 B, IR AT R JR 8
FEl VR AT 7 RAE S Z— BRI, FEARHUNR — & SE 4 L3y 05 XL, 7 DX A Sk o e T
LAY BT IR ) o X Bk 5 3, —T5 1T, SR SRR B AR A ST A SRS , I E AR AR Rt 5 H
/s T3 L, IR BRI BRI RSN , TR R T SR B A SRR, BEAS AT S, AN TE
PN RO 17 B SR A IS5 o i A sk 2 1) 4 DR P AR 1T B BB SR 5 e T 2

55T TR e AR A B8 98 5 5 & 5 204N (), 4 IRE PR A 10 A B8 SR 2 e Je 05 X — T T, 2 40k
SRR BN BRI B TE S LB, Pk (L 2, Rt s 5 — 5, IR - e — IR — A R R
IS ARTFFRE  ARHERC AR QA st s R L BEA T a8k e, )L N RAETE B 3641 Rl UL , E A 2T
FEBCIL AL E SORTERE , BEE LE N BROAE S S AN A A SO I Y SESR H 22 58 HH, PE BRI K B S e 2 3l
B TE 5 RS, IR RIS — A% T84 DB, AT A O 5 D 08 30 T e i) T DA AR Y B3 JR 50
B, —TJ5 1, B ) 3CFR P SR X e S A R 1R 5K G I A A0t , RN S 1 VB X 7 b g A & R 4, F2 7
FHB X 7Ll FTRE ) , B KPR EE M o PH BP IR X AT SR AL A T i (LR B 38R R MEkeF, B fR PG it
DX e 21 T SRR BHTR U B — 45 38 A IR BRI HLIE Lok s 55— T5 T, SE L5 4 AR A BT 4
DL SCHRAA L2 T ORI AT BT T3], R DRI 1 I 5 1o RE DR L T R P AR 22 T 2 3, W £
KL TP AT LR PRI AL

(=) SERE TRty DX by 9 A BRI
Tl A LA Bl A2k 2 R i, K GRS B 4 1 30 i R 2 4 R e PR 4 D ] o e

77



78

natural and cultural resources has resulted in a low value-addition, polluting, and inefficient development
paths. The western regions have yet to develop a more sustainable circular economy and shift from
resource-driven to innovation-driven development to meet people’s expectations for a better life.

Unlike resource development with a linear material flow, we advocate an innovation-driven
approach to develop a circular economy. We must foster competitive strengths through innovation
and create high-value and efficient industries with significant spillover effects. We should develop a
circular economy in which wastes are recycled back into resources with less polluting and more efficient
industries contributing to sustainable development and better living standards.

In the new journey of building a modern socialist country, we must strive to meet people’s needs for
a better life and build an ecological civilization. Therefore, the western regions should follow a unique
competition strategy to acquire unique competition strengths and transition from a resource-driven to an
innovation-driven and sustainable development path. Conversely, we should prioritize the development
of state-level innovation infrastructures and foster innovation ecosystems in the western regions, as
well as help the western regions become more creative and flexible in order to turn local resources
into market value. The western regions must rely on innovation and not just resource endowments to
foster their unique competitive strengths. On the other hand, we should include economic and material
circulation as a key aspect of innovation, vigorously develop national clean energy, clean production,
circular economy centers, and ensure a smooth transition towards a circular economy.

3.3 Implementing a Solution for Balanced Regional Development Based on River Basins

Since the Industrial Revolution, water has been an increasingly scarce resource and has fueled many
regional and international conflicts. River basins form basic geographical units for water distribution and
economic and social activity. Water basins are of great importance to China’s development of the west-
ern regions, achievement of the vision for a “Beautiful China,” and implementation of the BRI to create
a community that shares a future for the advancement of humankind. We should take stock of the region-
al cooperation experiences from the Yangtze River Economic Belt, the Yellow River Basin, the Pearl
River-Xijiang River Economic Belt, and the Lancang-Mekong River Basin. Based on such experiences,
we should strengthen the western regions’ position as Asia’s river sources and ecologically essential re-
gions in order to promote coordinated regional development through the river basins.

First, we should protect river basins by creating a benign water cycle essential for humankind to
co-exist with nature. Traditionally, our socio-economic governance has been dominated by a two-sector
(market-government) or three-sector (government-market-community) approach. With the environment
in mind, we should establish a new governance model comprising the “nature, government, markets, and
communities” (Yang, 2019). Specifically, we should develop a unified market for ecological factors and
products and create a basin-wide ecological compensation mechanism, demarcate main function areas,
implement a system of “ecological protection red line, environmental quality bottom line, resource con-
sumption limit, and a negative list for environmental regulations.” Meanwhile, we should understand,
respect, and follow the water cycle laws, advocate nature-based solutions, and protect river basin ecosys-
tems with a holistic and integrated approach.

Second, we should transform the river basin-periphery layout. The center-periphery structure
underpins the spatial layout of socio-economic activities in the river basins (Shi, 1991, 1998, 2002;
Lu, 2000; Lu, Dong, 2005). The lower reaches along river valleys are more prosperous core regions.
The upper reaches tend to be less developed peripheral regions, and midreaches are the intermediate
regions. Geographically, plains are core regions, mountainous areas are peripheral regions, and hills are
intermediate regions. Under the traditional model, the core areas of river basins thrive at the expense of
environmental degradation and poverty in peripheral regions, such as the western regions. Developing
the western regions, we should explore more effective center-periphery regional coordination in
integrating the upper reaches with the lower reaches, rivers, tributaries, and each side of the riverbanks
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to transition towards sustainable river basins under a core-periphery structure.

Third, we should strive to conduct river diplomacy. The western regions are home to many interna-
tional rivers’ upper reaches with significant ecological, economic, and social significance to neighboring
countries. By conducting international river diplomacy, we should vigorously advance bilateral and mul-
tilateral cooperation over cross-border river basins in the western regions due to our commitment to a
green BRI and a community of shared future for humankind.

3.4 Building an Information Society in the Western Regions

Information, digital, and smart technologies maximize communication at minimal costs, connecting
people and places at different locations. Virtual communication takes place beyond geographical
boundaries with minimal environmental impacts. Such technologies create new services and business
modes, avoid inefficient spatial layouts and help increase regional competitiveness. Since the Western
Development Strategy implementation, China has expedited IT applications in the western regions to
narrow the digital divide between the western, central, and eastern regions. As a result, Tibet, Xinjiang,
and Qinghai have exceeded the average national information infrastructure level (Lin, 2018).

With the rise of digitalization and smart applications, the digital divide between the western,
central, and eastern regions has widened. Recognizing the significance of information, digital, and smart
technologies to China’s western regions, we must seize the strategic opportunities from a new round of
IT revolution and build an information-based society, a “digital China,” and a smart society, especially in
the western regions. In the Western Development Strategy, we should give more prominence to the role
of information, digital, and smart technologies in socio-economic development, prioritize investment in
new infrastructures and public services, and encourage information, digital, and smart applications in
the western regions. Taking strategic opportunities from the 5G network and the BeiDou global satellite
navigation system, we should enable wireless communications in the western regions, especially among
businesses, schools, and households in remote areas.

3.5 Development of Inland Free Trade Ports

The western regions must pursue integrated spatial development to minimize spatial transaction
costs and overcome the inefficient existing spatial layout in order to move forward (Yang, 2001). While
integrating infrastructures and market systems across regions, special arrangements for preferential poli-
cies for free trade ports in the western regions should be arranged.

Inland free trade ports are a natural choice for China to deepen reforms, opening up, and
coordinating regional development (Li, 2018; Cheng, 2018; Li, 2018; Liu, 2019; Xue, Cheng, 2019).
Such free trade ports make spatial transactions considerably less costly and more efficient, overcoming
the western regions' inefficient spatial layout. Hence, we should take the strategic opportunities of
free trade port development to consider the western regions’ pivotal positions in linking the Eurasian
continent with the coastal economic belts of the Pacific, Atlantic, and Indian Ocean rims, thereby
increasing the level of openness via global standards. We should develop inland free trade ports in the
western regions based on national central cities, including Chengdu, Chongqing, and Xi’an, as well
as global second-tier cities and their international airports. Developing inland free-trade experimental
zones such as Sichuan, Chongqing, and Shaanxi transforms governmental functions and liberalizes and
facilitates investment and trade. =
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