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ABSTRACT

Sichuan Province is an important junction area connecting south-western,
north-western and central regions of China. For decades, the socio-economic
development of this region has been the focus of major effort on the part of the
Chinese government. At the moment, the regional authorities of Sichuan seek to
maximize the region’s potential within the framework of the One Belt, One Road
Initiative. However, despite the abundance of mineral and other natural resources,
modern transport infrastructure, and significant GDP growth, the province faces
a number of challenges, primarily in the sphere of domestic and international eco-
nomic cooperation. Sichuan is also suffering from the massive outflow of workforce
to other regions and countries. In this article, we discuss the key industrial factors
that determine the socio-economic development of Sichuan. Our analysis of the
available statistical data has shown that the region’s participation in One Belt, One
Road Initiative would allow it to strengthen its position on the national and interna-
tional arena, attract new investors and improve its competitive advantage in com-
parison with the coastal regions of China. Another viable option for the regional
government would be to establish a special economic zone, which means building
an appropriate infrastructure or reconstructing the already existing facilities, offer-
ing tax-and-tariff incentives, and introducing simplified bureaucratic procedures.
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PE3IOME

IIposuHis ChldyaHb ABIAETCS BOKHBIM PAlOHOM, COEMHSAIOLINM Or0-3amaj-
HbIe, CeBepO-3aIIajHble 11 LieHTpaibHble partoHbl Kntas. Ha nmpoTskeHnn necatu-
eTUmn COLMIa/IPHO-39KOHOMMYECKOE Pa3BUTHE 3TOIO PETrMOHA 6bIIO B LEHTPpE BHU-
MaHI KUTAICKOTO IIpaBUTENDCTBA. B HaCTOHHH/IﬁI MOMEHT, pETMIOHA/IbHbIE BIACTI
IIpOBMHIO UM CI)I‘-IyaHb CTPEMATCA MaKCUIMa/IbHO MCIIO/Ib30BAaTh IIOTEHI AT PETrNO-
Ha B paMKaX MHULMaTuBbl «OfUH H0sC, OfuH myTh». OfHAKO, HECMOTPs Ha 00u-
JI/ie MUHEpPaJIbHBIX U IPYTUX IPUPOJHBIX PECYPCOB, COBPEMEHHYIO TPAaHCIIOPTHYIO
MHQPACTPYKTYpy U 3HAUUTeNbHBI pocT BPII, mepen 067acThio CTOUT psAM MPO-
671em, pesx/ie BCero B cepe BHYTPEHHETO U MEKAYHAPOTHOTO SKOHOMIYECKOTO
corpypundectsa. ChluyaHb TakKe CTPafiaeT OT MaCCOBOTO OTTOKA pabodeil CuIbI
B JIPYIMie PErvOHbI M CTpaHbL B 3TolI cTaThbe 0OCY>KAAIOTCA K/II0UEBbIe IPOMBbIIII-
JleHHbIe (DAKTOPBI, OIpefe/IAOIIe COLMATbHO-9KOHOMUYECKOe PasBUTHE IIPO-
BUMHI U CbI‘IyaHb. Hamr ananms craTucTudeckux [AaHHBIX IIOKa3ajl, 9TO y4acTune
pernona B nHnnuaruse «OfVH T0AC, OVH ITyTb» MO3BOMIUT eMy YKPEIUTb CBOM
THO3UIMY Ha HAL[VIOHAIbHOI U MEXK/yHApOJHOII apeHe, PYB/IeYb HOBbIX IHBECTO-
POB 1 yIy4IINTDb CBOM KOHKYPEHTHDBIE IIPEVIMYIIIECTBA 110 CPAaBHEHNIO C Hp]/[6pe>1(-
HBIMI pE€rIOHaMI Kuras. HPYI‘I/IM >KI3HECIIOCOOHBIM BapMaHTOM [/ pErMOHAIb-
HOTO IIPaBUTEIbCTBA ObUIO OBI CO3MjaHMe 0CO0O0I SKOHOMITIECKOI 30HbI, KOTOpast
3aK/TI09AETCs B CO3/JAHNMI COOTBETCTBYIOIE MH(PACTPYKTYPbI TN PeKOHCTPYK-
LVIM YK€ CYIIeCTBYIOIINX OOBEKTOB, NPeJOCTABICHNN HAJIOTOBBIX U TapuUHBIX
CTUMYJIOB 11 BBEJIEHII YIIPOIEHHBIX 6I0POKPATUYECKIX IIPOLIEAYP.
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Introduction

Sichuan Province, located in Western China,
consists of two separate regions. In the east, there
is a large Sichuan basin, covering about 40% of Si-
chuan’s total land area of 48,500 square kilometers.
Sichuan Province is a significant junction area be-
tween south-western, north-western, and central
regions of China. In addition, it provides an im-
portant traffic corridor between southern and cen-
tral China, its south-western and north-western
parts. In a more general sense, this province may
be seen as a bridge between Central, Southern and
South-Eastern Asia [1]. Sichuan Province serves as
an important strategic point that connects the so-
called Economic Belts of the Silk Road Initiative
and the Maritime Silk Road. This province has a
large population and is rich in various resources.

In the recent years, the province’s economic
strength has increased significantly and Sichuan
ranks high among other Chinese regions by GDP.
It is virtually an economic powerhouse of western
China. Technological industries and emerging pi-
lot-type service industries enhance agricultural
modernization, scientific and technological inno-
vation [2].

In terms of its transport infrastructure, Sich-
uan has managed to accomplish a major break-
through: twenty road channels have already been
completed, while the other thirteen are currently
under construction. Shuangliu International Air-
port has turned Chengdu into the Fourth Aviation
City in China. In 2013, thirteen airports were built
with the passenger turnover over 37 million. The
expressway mileage has reached 5,046 km while
the total road mileage exceeded 300,000 km.
Chengdu European high-speed rail accounts for
40% of China’s total volume of railway freight to-
wards Europe [3].

One of the serious challenges that Sichuan
Province has to address nowadays is that it is lack-
ing in domestic and international cooperation.
This situation stems from the lingering negative
effect of the international financial crisis and the
poor business environment.

The data we use in this research is provided
by Input-Output Manuals of Chinese Provinces.
This reference book consists of matrices which
provide data on the production volume for each
province. In addition, it includes world and do-
mestic commercial activity output for 21 tradable
and 10 non-tradable industries in 1982-2015. We
also obtained the data on Sichuan Province by an-
alyzing the Industrial Statistical Yearbook (SSB).
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The province’s development problems were
investigated by Christopher A. McNally in his
paper Sichuan: Driving Capitalist Development
Westward. He argues that the Chinese govern-
ment’s Open Up the West campaign has failed to
achieve one of its primary goals in this province:
to decrease the huge development gap between
resource-poor and resource-abundant areas. Si-
multaneously, Sichuan’s physical infrastructure is
growing intensively, accelerating the national con-
solidation of the province’s economy and society.

David S. G. Goodman points out that “as a
result of these different emphases, the campaign
encompasses a wide range of development pol-
icies, ranging from mainstream efforts to ame-
liorate physical infrastructure to endeavours to
manage human resources better and improve the
rule of law” [3].

The role of industrial factors
in the socio-economic development
of Sichuan Province

Regional development is a complex, multi-lev-
el process, which can be approached from differ-
ent social and economic perspectives. Effective
and efficient economic development depends
on such industrial factors as government policy,
transport network, raw materials, geography, la-
bor, and industrial inertia [4].

For example, the increased concentration of
the transport system and highly connected net-
works are usually associated with a high degree
of development. If transport infrastructure is effi-
cient, it provides the area with multiple economic
and social opportunities, which, in turn, enhance
employment, investment and availability of mar-
kets. Inefliciency of the region’s transport system
can lead to missed opportunities and lower liv-
ing standards. At the aggregate level, an efficient
transport system decreases the costs in many eco-
nomic sectors, while inefficient transport network
increases these costs.

Many government programs have been im-
plemented in the province in the recent years,
in particular the Western Development Strategy,
which comprises objectives for the development
of telecommunications, transport, energy and
hydropower plants; attraction of foreign invest-
ment, reforestation, promotion of education, and
measures to retain qualified workforce and pre-
vent brain drain. By 2006, 1 trillion yuan had been
spent on infrastructural construction in Western

China [6].
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It is worth noting that the Chinese gov-
ernment, following in the footsteps of Deng
Xiaoping, injected massive funds to boost Si-
chuans development. Deng Xiaoping started
market reforms in Sichuan in 1978 as an effort
to alleviate poverty in the province. The gov-
ernment in a similar way reorganized Sichuan
Province in 1997. Chongqing municipality was
separated from the rest of the province to cre-
ate a new political and administrative entity that
could transition to market economy, [7]. At the
moment, Sichuan Province is involved into the
thirteenth national Five-Year Plan (2016-2020)
aimed at building a moderately prosperous so-
ciety while promoting sustainable economic and
social development [3].

When the Chinese government put forward
“One Belt, One Road” Initiative, Sichuan Prov-
ince joined this project. The regional authorities
have also been implementing policies that focus
on interprovincial investment as well as specific
industries such as transportation infrastructure
and software.

The improvement of the transportation sys-
tem in Sichuan was largely achieved through large-
scale state funding. A comprehensive transport
network involving air, rail, road, and water trans-
portations connects all parts of the province with
Chengdu, the capital city and hub. Thus, Sichuan
Province has a state-of-the-art transport system
and is now a major transport juncture in the
south-west of China. One of the four largest air-
ports in China is Shuangliu International Airport
located in Chengdu. In total, Sichuan Province
has thirteen airports. Railway plays a vital role in
Sichuan’s transport network: there are currently
five major railways connecting the region’s towns
and cities with other provinces. The region also
benefits from its well-developed network of ex-
pressways and inland water network.

An abundant supply of local raw materials
and the high quality of water in the province are
important input factors for food and beverage
production. Only 4.7% of raw materials used in
Sichuans chemical industry are imported. Sich-
uan ranks high in the country in terms of guaran-
teed reserves of solid minerals such as vanadium,
titanium, sandstone, clay, and so on.

Rich deposits of minerals are used as sourc-
es of raw materials in power, metallurgical and
chemical industries, production of building ma-
terials and in other important fields, which makes
Sichuan Province an important industrial centre

R-ECONOMY 4

[1]. The province is also known for its coal pro-
duction [8]. Sichuan’s deposits of rare and ra-
re-earth metals are bountiful. Lithium and stron-
tium, both of which are extracted in Sichuan, play
an important role in Chinese economy. Moreover,
Sichuan is famous for its gold and silver.

Sichuan Province is located in the tropical
zone and has abundant biological resources. The
region is characterized by the diversity of land-
scapes (upland, mountains, hills, plains, etc) and
climatic conditions, animal and plant life. Sichuan
is considered the second-large forest area in the
country with its 7.46 million hectares of forests
[2]. The variety of soil types make the region’s area
suitable for cultivation of diverse crops.

There are more than 1,400 rivers in Sichuan,
with the majority of rivers flowing through gorg-
es, which turns them into massive sources of hy-
draulic power. The area of the basin of 343 rivers
exceeds 500 sq. km. The total amount of water
consumption in the rivers is about 300 billion cu-
bic meters [3].

Human capital in the region is to a great ex-
tent determined by the quality of education pro-
vided there. At the moment, the education system
in the province comprises primary, secondary and
higher education. There are also advanced train-
ing and retraining opportunities for adult learn-
ers. At the end of 2015, in Sichuan there were
43 general higher education institutions with
180 thousand students and 10 thousand graduate
students. There are 209 specialized high schools
with 257 students; 4,375, general high schools
with about 3 million students; 45 thousand ele-
mentary schools with 8 million pupils. Compul-
sory education in Sichuan includes nine years of
training, which has allowed the region to elimi-
nate illiteracy among its population [11]. Higher
education institutions are, for example, Sichuan
University, Southwest Scientific and Technical
University. Five of the region’s higher education
institutions participate in the state 211 Project
[1]. Thus, a conclusion can be made that Sich-
uan Province has a significant potential regarding
skilled labour.

Since 1982, there has been a considerable
outflow of workforce from Sichuan province to
western regions of the country (see Table 1). Even
though the rate of emigration varied at different
times, the general trend persisted [8]. Sichuan tra-
ditionally is the largest supplier of labor abroad. In
2000, the volume of signed contracts for contract
works and labor services abroad was 345 million
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US dollars. 10 million workers annually leave the
Province of Sichuan. Therefore, brain drain is one
of the most serious problems that the province
faces nowadays [1].

In 2017, the volume of investment was near-
ly 2 trillion yuan. Such rapid industrial develop-
ment, undoubtedly, increases the number of jobs
in the region [11].

Table 1 As Table 2 shows, Sichuan has abundant
Distribution of emigrants natural resources and an advanced production
from China by province, % sector. Chengdu, the capital city of Sichuan Prov-
Province 1982 | 1990 | 1995 | 2000 | 2015 ince, is a vibrant commercial center. The province
Central and South is one of China’s main agricultural regions grow-
Henan 2.82| 025 242 1.12] 228  ingrice, wheat, rapeseed, citrus fruit, peach, sugar
Hubei 4.65/ 0.66| 0.89) 0.89| 0.86  cane, sweet potato and herbs.
Hunan 416 111 072 0.66 0.57 Table 2
Guangdong 518 6.73] 3.05] 3.37] 3.20 SWOT Analysis of Industrial Factors
Guangxi 1.01| 037 0.64 047 036 Strengths Weaknesses
Hainan 0.25/ 0.10] 0.10 Well-functioning transporta- |Socio-economic problems
South-West tion system (railways, high-  |Geographical location: no
Sichuan 804! 1.44| 246/ 150 1.13 ways, roads, waterways, air access to the ocean
Guizhou 276/ 0.21] 0.13 0.5 0.04 lsliteflsgan has a complex and ﬁ:ﬂ%g g}ll}i?nt;) the eastern
Yunnan 1.39| 0.78| 0.25| 29.0| 3.00 varied topography with moun-
Tibet 0.04 0.13] 0.2 0.02 tainsand plateaus
Human capital
Opportunities Threats

Industrial inertia is ascribed to the persistent
residence of an industry in a location, after the
initial locational factors have ceased to exist. Si-
chuan Province’s market size and its position in
China, its ampleness of resources, the accessibility
and modest labor cost, academic and production
infrastructure create favourable conditions for the
development of a number of diverse industries.
Sichuan Province is ideally placed in the market,
itself being a practicable substitute for coastal
places as an enticing low expenses contribution
site [9]. Although the province’s functional setting
can be defined as conducive regarding such fac-
tors as conditions for depositors, there is a need
for further improvements in this respect that
would boost its attractiveness and stimulate the
inflow of FDI. The past experience has shown that
most foreign investors opt for the establishment
of manufacturing enterprises in economic devel-
opment zones that offer clear and precise rights to
use the land and opportunities for more produc-
tive handling of operational threats. In the devel-
opment of many Sichuan’s economic development
zones, a number of problems arise such as the lack
of land suitable for construction and Chinese land
use/ownership laws, creating difficulties for oper-
ation of individual investors [2]. Moreover, while
Sichuan is often described as a tempting market
in the west of China, it has quite a long way to go
in becoming one of the major economic centres
to be able to compete with coastal provinces and
enter world markets.
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Diversity of national economic |Possible deterioration of

policies. transport system due to
Developed transportation its inefficient use
system Non-renewable resources

The province processes its own |Impeded market access to
resources instead of selling Eastern China

them to other regions. Brain drain to other
Sichuan is located at the cross- |regions

roads of the Silk Road and the
Yangtze River Economic Belt
Attraction of highly qualified
staff back to the province

Conclusion

Our analysis of the key industrial factors that
determine the socio-economic development of
Sichuan Province has shown that in the current
conditions, the region would benefit from the es-
tablishment of a special economic zone, which
would allow it to attract new investors and in-
crease the share of tax revenues to the regional
budget. Moreover, a special economic zone would
ensure more balanced development of the region,
enhance its competitiveness and business infra-
structure, create new jobs and thus raise the liv-
ing standards of the regional population [12]. To
establish a special economic zone, the regional
authorities need to build and/or reconstruct ap-
propriate engineering, transport and social infra-
structure; lower administrative barriers; simplify
the bureaucratic procedures, creating single win-
dow clearance mechanisms; offer tax-and-tarift
incentives and a flexible system of loans [1; 12].
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