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Summary 

• China’s response to the global financial crisis has led to limited 

geographical rebalancing in China’s growth towards its Western 

regions. 

• The rapid development of China’s export-oriented coastal 

provinces in the 1990s, and greater industrial agglomeration 

there, created a growing gap between China’s eastern and 

western regions. 

• The concept of the ‘west’ stretches beyond a strict geographical 

understanding of the western areas of the country, and can 

perhaps be best understood as comprising China’s more remote 

or frontier areas, a perception which often gives rise to an 

automatic assumption that the western regions are ‘backward’.   

• The data shows that there has been a substantial increase in 

overall GDP of the western regions. A significant driver of that 

growth has been fixed asset investment.  

• The western regions will become an increasingly important part of 

China’s economic development. 
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Introduction 

The impact on China of the global financial and economic crisis has brought 

to the fore questions about the balance as well as the pace of China’s 

economic growth. The major impact of the crisis on export industries in a 

number of eastern coastal provinces has challenged the idea of the 

dominance of exports from these regions as a sustainable driver of China’s 

growth. Beijing’s response to the crisis, including through the nation-wide 

RMB4 trillion stimulus package, has created opportunities to rebalance 

aspects of the country’s development model; this includes addressing the 

wealth gaps between urban and rural areas, and between the richer coastal 

provinces and the interior.  

This paper focuses on the geography of economic development. It asks 

whether the drivers of China’s growth are shifting inland from the coastal 

provinces, by looking at part of the interior, the western regions of China. It 

addresses this question not just against the background of the recent crisis 

and China’s response to it, but by examining developments over the last ten 

years under the Chinese policy rubric of ‘Develop the West’. We argue that 

there has been some limited geographical rebalancing in China’s growth 

towards its western regions, as a result of a range of political and economic 

trends over the past decade, and that this rebalancing is being further 

strengthened by the response to the financial and economic crisis. We further 

suggest that the implications of this include the increased political and 

economic importance of inland regions both for China and for the global 

economy. 

The paper first outlines the content of and background to Develop the West 

policies, and puts these in a wider context of the evolution of Chinese 

development policy. It then assesses development in the western regions 

against both economic and social indicators, benchmarked against national 

averages and development in the eastern regions,i and comments on the 

varied picture within the western regions. The paper concludes by outlining 

some implications of this research for China and the global economy.  

Develop the West 

The rapid development of China’s export-oriented coastal provinces in the 

1990s, and greater industrial agglomeration there, created a growing gap 

between China’s eastern and western regions. This phenomenon was partly 

the result of the development model pursued under ‘reform and opening up’ 

since Deng Xiaoping solidified his grip on power in 1978, and reflected 
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Deng’s comment that ‘some people and some regions should be allowed to 

get rich first’. The policy focus of reform and opening up was primarily on 

coastal provinces such as Guangdong, and partly as a result these areas 

showed the most rapid growth. The regional gap has also been exacerbated 

by China’s increased integration with the global economy, especially from the 

1990s, as manufacturing and assembly for export operations in China’s 

coastal provinces became an important feature of a wider transformation in 

global supply chains and business models.ii The regional economic 

differences were not novel to the reform era, however, as witnessed by Mao 

Zedong’s reference to the need to address coastal-inland differences in his 

‘Ten Great Relationships’ of 1956, a document which has again been 

circulating among some policy makers in China over recent years. 

This east-west differential was behind the announcement in June 1999 of the 

Develop the West programme by then Party General Secretary Jiang Zemin 

(there were a number of reasons for the timing, including an earlier 

suggestion by Deng that the focus of development should move to the interior 

around the turn of the century).iii  

Formally inaugurated in March 2000, this omnibus programme contained a 

number of different policy objectives to develop the western regions, building 

on earlier efforts, and arguably reflecting more of a policy realignment than a 

sudden shift. Chief among these was infrastructure development, in line with 

the general fiscal broadening of the late 1990s, and following fiscal reforms in 

1994, one of the results of which was to enable the centre to offer greater 

support to struggling regions.iv There was also a strong emphasis on 

ecological protection, potentially at variance with the infrastructure drive. 

Other aspects included developing energy resources, adjusting the industrial 

structure, reforming state-owned enterprises,v improving conditions for the 

development of a market economy, attracting foreign direct investment 

(especially after WTO accession in 2001), and raising the quality of human 

resources and utilization of science and technology. Given the number of 

ethnic minority groups in the western regions, a broader political and cultural 

element of state building and border security was also encompassed within 

the programme.vi Many of the aims for the western regions were incorporated 

into the tenth five-year plan (2001-2005). Delivery of the programme was to 

be through a mixture of fiscal measures, including spending by the central 

and provincial governments and increased bank loans, as well as soft policies 

to improve the quality of governance and awareness of market and reform, all 

overseen by a large and senior State Council Leading Group on the 

Development of the Western Regions. 
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The twelve provincial-level administrative units which make up the western 

regions are the provinces of Shaanxi, Sichuan, Yunnan, Guizhou, Gansu and 

Qinghai, the municipality of Chongqing,vii and the autonomous regions of 

Tibet, Xinjiang, Ningxia, Guangxi, and Inner Mongolia, though the exact 

geographical scope was also the subject of some negotiation.viii These 

massive western regions cover diverse and varied territory, with, for example, 

major differences between the southwest and northwest. There are also 

geographical policy preferences within the western regions. Particular priority 

has been given to the economy in four areas: the Xi’an-Lanzhou-Xinjiang belt; 

the upper Yangzi river economic belt (especially Chongqing and the provincial 

capital of Sichuan, Chengdu); the Nanning-Guiyang-Kunming region; and 

ethnic minority areas, especially Tibet and Xinjiang.ix  

The concept of the ‘west’ stretches beyond a strict geographical 

understanding of the western areas of the country, and can perhaps be best 

understood as comprising China’s more remote or frontier areas, a perception 

which often gives rise to an automatic assumption that the western regions 

are ‘backward’.  Viewed geographically, at the end of 1999 the western 

regions covered 73.3% of China’s land area and contained 28.4% of its 

population, but they only accounted for 18.7% of national GDP, with GDP per 

capita levels at around 40% of those in the east,x and contained 61.8% of the 

country’s officially-designated poor counties.xi Nonetheless, substantial 

potential for economic growth was envisaged, with the western regions 

containing over 80% of China’s water resources, over 70% of its natural gas 

reserves, around 60% of the coal reserves, and a large number of rare 

metals.xii Advocates of Develop the West also highlighted scope for 

increasing border trade and tourism. 

The wide and diverse agenda of Develop the West not only reflected the 

range of development issues which needed addressing, but also the 

bureaucratic negotiation and consensus-building required to launch such a 

major policy. The developmental issues it highlighted include the extent to 

which western regions would need to depend on the centre for fiscal support, 

and whether this could be compatible with the wider goals of promoting a 

more efficient market economy in these regions. This exemplifies a more 

general question of development in China over recent decades, the relative 

roles of the state and the market, with Develop the West reflecting the 

dominance of a state role in economic development over that of the market.xiii 

Related to this is the heavy dependence on infrastructure development, and 

more widely on fixed asset investment, as the major driver of growth in the 

western regions, raising questions of the sustainability of economic 
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development there. The western and coastal regions display important 

differences in economic structure, particularly the much lower levels of 

exports from and foreign direct investment into the western regions. In 

general terms, the industrial structure of western regions is also less 

developed, with primary industries occupying a higher proportion of GDP than 

in the east. 

More widely, the programme contained ambiguities about the relationship 

between the development of the western regions and broader national 

development, in particular in eastern coastal provinces. Part of the motivation 

behind Develop the West was to utilize the region’s hydropower, coal and 

mineral resources to feed the burgeoning demand of the east.xiv These facets 

of Develop the West have raised questions in western regions as to whether 

the major goal was the development of the west itself, or the use of the 

region’s resources in the pursuit of further national growth, in particular in the 

coastal regions.  

As noted above, the Develop the West programme was launched by then 

Party General-Secretary Jiang Zemin. The new leadership of Hu Jintao and 

Wen Jiabao expressed their commitment to the programme on taking office 

from 2002. Since then, there has been a broader shift in China’s development 

policy which has involved a greater emphasis on sustainable and balanced 

development across the country. Addressing urban-rural imbalances and 

environmental degradation, both of which contribute to Develop the West, 

have been an important part of the Hu/Wen policy platform. Separate and 

subsequent overarching programmes have sought to stimulate development 

in the northeast rustbelt and the central provinces which lie between the 

eastern coastal regions and the west of the country. A recent World Bank 

report suggested that the greatest indicators of inequality within China have 

increasingly been apparent within regions, rather than between them, and 

that rural/urban inequality was a greater challenge than regional inequality.xv 

And as noted above, the financial crisis has raised additional questions about 

China’s economic development model, including the role of the state, the 

extent of reliance on exports in coastal provinces, and the importance of 

domestically-driven growth. The questions of balanced growth and 

development have become more multi-faceted. 

Against this background, it can be argued that over the last few years 

Develop the West has been somewhat diluted into a broader agenda of 

balanced growth. However, we maintain that the issues of western 

development remain pertinent. Although interest among Chinese 

commentators in Develop the West per se declined from around 2004,xvi 
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interest has again increased in advance of the tenth anniversary of the formal 

launch of Develop the West, due in March 2010. The National Development 

and Reform Commission is reported to have been investigating new policy 

options to help western development.xvii The western regions have also 

remained the focus of a number of specific policy initiatives over recent years, 

such as the central government’s provision of free schooling to all children in 

the western regions.  

To evaluate the extent of western development over the last decade, 

including since the 2008/2009 economic crisis raised the question of whether 

China’s development growth is moving inland,xviii we looked at a range of 

indicators. We focus particularly on GDP growth, with some supporting 

analysis of levels of fixed asset investment and foreign direct investment. But 

we do not consider that development can be reduced to analysis of GDP 

growth, and therefore complement this analysis with a brief examination of 

the relative performance within China of western regions against the human 

development index (HDI), which balances economic growth with health and 

education proxies.  

Economic growth over the last decadexix 

Our findings show that, since 2000, the western regions have experienced 

accelerated economic growth. During the first seven years of this decade the 

growth rates were low compared to the rapid national GDP growth, but since 

2007, and especially after the global financial and economic crisis, the 

economic growth rates of the western regions have overtaken those of the 

east.   

The data shows that there has been a substantial increase in overall GDP of 

the western regions from US$185.47 billion in 1999 to US$838.70 billion in 

2008, an average yearly growth rate of 11.8%, surpassing the national 

average over that period of 9.9%.xx During the same period, the western 

regions’ GDP per capita increased from US$521 to US$2303, a growth of 

342%, slightly above the national average growth rate of 313%. Since 2007, 

the western regions’ annual GDP growth rate has surpassed that of the east 

and the whole country. This growing momentum is especially distinct this year 

(2009) with the impact of the global financial and economic crisis and the 

Chinese stimulus package of RMB4 trillion. In the first half of 2009, the 

western regions’ GDP grew by 11.8% compared with the same period last 

year, surpassing 7.1% growth for the whole country, 8.9% in the eastern 

regions and 9.2% for the central provinces. According to a newly-released set 

of data from the National Bureau of Statistics, urban fixed asset investment in 
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the western regions grew by 42.1%, compared with 26.7% in the eastern 

regions and 38.1% in the central provinces. We expect these trends to be 

reflected in subsequent growth in GDP per capita, though it is not yet clear 

whether this represents sustainable growth or a short-term fillip as a result of 

the stimulus package.  

A significant driver of that growth has been fixed asset investment. This 

reached US$532.9 billion in the western regions for 2008, compared with 

US$65.5 billion in 1999. It increased from 18.7% to 21.6% of the national total 

over the same period, though over this period a greater increase has come 

from investment in China’s central provinces, up from 21.5% of the national 

total in 1999 to 27.1% in 2008. Since the launch of Develop the West, the 

government has also highlighted work on 102 specific major projects with a 

value of RMB1740 billion, including high-profile projects such as the Qinghai-

Tibet railway, and projects to transmit energy from west to east.xxi The vast 

majority of the fixed asset investment in the western regions has been from 

domestic sources, mainly central, provincial and local governments, major 

Chinese corporations, and loans from the major Chinese banks.  

Over the same period, foreign direct investment (FDI) in the western regions 

has also risen from US$1.8 billion to US$12.6 billion. Although this has nearly 

doubled their share of national FDI, western regions still only accounted for 

8.4% of the national total in 2008.xxii This partly reflects the different economic 

structure of the western regions, mentioned above. Whereas eastern 

provinces attract major inflows of FDI as part of global supply chain 

development, or for manufacturing or assembly for export markets, the 

distances of the western regions from coastal ports make such investments 

there much less attractive, except in particular cases. However, as foreign 

companies increasingly focus their investment on serving the domestic 

Chinese market, this pattern of FDI may begin to change.  

Nevertheless, despite the rapid growth, these GDP and investment figures 

indicate that the absolute disparity between east and west remains 

substantial. The western regions accounted for 17.8% of national GDP in 

2008, an increase of only 0.3% from the 1999 level, while over the same 

period the eastern regions’ share rose from 56.6% to 58.3% of national GDP. 

During this decade, the GDP per capita of all the western provinces except 

Inner Mongolia have remained well below the country’s average;xxiii the 

western regions’ average GDP per capita accounts only for 43.5% of that of 

the east, though this is an improvement on the ratio of 39.8% in 1999. 
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There is also substantial disparity in growth between and within the western 

provinces.xxiv Among the twelve western provincial units, Inner Mongolia 

witnessed the fastest growth from 2000 to 2008, with an average yearly 

growth rate of 16.7%, and its growth rate ranked first in the country for seven 

consecutive years since 2002.xxv In contrast, Guizhou, Yunnan, Gansu and 

Xinjiang are the slowest among the western group, with rates of 10.6%, 9.7%, 

10.7% and 10.3% respectively. The other provinces fall between 11% and 

12%, while the Tibetan Autonomous Region and Shaanxi province saw 

growth slightly above 12%. Similar disparities can also be seen in the GDP 

per capita figures. Inner Mongolia recorded US$4705 in 2008, double the 

average GDP per capita for western provinces, while the poorest provinces 

(Guizhou, Yunnan and Gansu) recorded figures under US$2000.  

In terms of the growth in fixed asset investment, Inner Mongolia also comes 

out on top, with its FAI increasing more than seventeen-fold since 1999, while 

Chongqing Municipality and Shaanxi’s fixed asset investment grew more than 

seven times each. Gansu, Qinghai and Xinjiang recorded the slowest growth 

in fixed asset investment, an increase of less than four times over the same 

period. For growth in FDI, Qinghai, Inner Mongolia and Chongqing ranked 

highest, with increases from US$4.6mn, 64.6mn and 238.9mn to 220mn, 

2651mn and 2729mn respectively. Guangxi, Tibet and Ningxia witnessed the 

lowest growth in FDI.  

Human Development Indexxxvi 

As noted above, we have sought to put these economic indicators into a 

broader development perspective by looking at HDI data. HDI consists of 

three dimensions, life expectancy, level of education (measured by a 

combination of literacy rates and school enrollment ratios), and level of 

economic development (measured by GDP per capita), and therefore gives a 

broader indication of standards of development than overall GDP growth 

figures.xxvii  

Over the last decade, all the western provinces saw growth in HDI, with an 

average increase of 12%. Ranking all of China’s provinces according to their 

HDI scores shows that Xinjiang and Inner Mongolia experienced the most 

substantial change in rankings between 1999 and 2006: Xinjiang dropped 

from 15th place to 22nd, while Inner Mongolia rose from 22nd to 14th. However, 

despite the growth in HDI across the board, all the western provinces’ HDI 

scores have remained below 0.80, and the region overall remains at a lower 

level of human development than the eastern and central regions. Moreover, 
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western provinces accounted for ten of the lowest twelve Chinese provinces 

in both 1999 and 2006.  

Neither do the western regions perform particularly well when examining the 

health and education sub-indices which go to make up HDI. Overall it is the 

substantial increase in the index of GDP per capita which has accounted for 

the growth in HDI in western regions. The growth in life expectancy since 

Develop the West was launched has been far less dramatic, and there has 

been a decrease in the education index for each western province (except for 

Tibet and Qinghai), in spite of the central government’s calls for education in 

western provinces to be improved. Separate research confirms the 

persistence of structural inequality in educational opportunities in inland 

provinces.xxviii 

Conclusions and implications 

Firstly, we conclude that China’s economic growth has been gradually and 

slowly spreading further inland over the last decade, with the statistics 

available to date suggesting that the pace of this shift has increased since 

2007, as rapid economic growth rates in western regions have surpassed 

those of the east. Given the continued weakness in global demand and the 

state-wards shift in the focus of development (partly in response to the 

financial and economic crisis), we expect this trend to continue in the short to 

medium term as stimulus policies encourage more balanced regional 

development. Measures to expand the rural economy and promote domestic 

consumption may also contribute marginally to a shift in growth away from the 

coast. And conversely, further development of the western regions could help 

boost overall domestic demand in the economy.  

The western regions will therefore become an increasingly important part of 

China’s economic development. But while the western regions have been the 

focus of this paper, the spread inland of economic growth is not confined to 

the western regions; indeed, our research raises the question of whether it is 

more prominent in central provinces than further west. It should also be noted 

that, although separate policy frameworks exist to develop the western and 

central regions, these are broad in nature, and the practice of political 

economy is managed in China on a provincial or sectoral basis, as well as 

being affected by market developments, industrial agglomeration, or internal 

barriers to trade (which exist between provinces more than regions). 

Aggregation on a provincial level is also problematic, as it disguises the 

potentially large discrepancies in development within provincial units. Any 
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simplification to east-central-west, or to particular provinces, risks masking 

complex diversity within the development picture.  

Secondly, although the GDP figures are beginning to show signs of greater 

promise for development of the western regions, not only is there a 

substantial gap with the coast still to be bridged, but the HDI data show less 

of a relative improvement in the wider living environment in western regions. If 

growth without wider development were to continue, this could exacerbate 

some of the social tensions which Develop the West was intended to address. 

These include, but are not limited to, ethnic and security issues which have 

come to attention again since 2008 in Tibet and Xinjiang, and which have 

been commented on extensively elsewhere. Other governance issues, such 

as corruption, are at least as serious in the western regions as elsewhere in 

China. Infrastructure in the western regions still remains weaker, 

environmental problems are commonplace, and the soft infrastructure less 

developed. Taken with the uncertainty over the sustainability of the current 

phase of growth, these factors highlight the considerable challenges which 

still remain in developing China’s west.  

Thirdly, however, the current pace of growth in the western regions and the 

space for it to continue (given the west’s abundant resources and the 

potential for much greater FDI than in the increasingly saturated eastern 

regions), reveal promise not just for the western regions, but suggest that the 

overall potential for economic growth in China remains substantial, even if 

growth in major coastal provinces and cities were to continue to falter. 

Contrary to some speculation that average growth rates in China are bound to 

fall,xxix it is possible – though by no means certain – that rebalanced regional 

growth within China could lead to a continuation on a national level of the 

economic miracle of the last couple of decades. 

If this does prove to be the case, however, the different economic structure of 

the western and central provinces’ economies will mean a change not only in 

the nature of the national economy, but also in its interaction with the rest of 

the world, including the developed economies of north America, western 

Europe and Japan which have been central to the export-driven growth of 

recent decades. The international engagement of China’s western regions – 

which is a topic for another paper – is of a different character from that of the 

country’s coastal provinces. Rather than being integrated into global supply 

chains, the western regions are likely to witness international linkages such 

as greater trade with central Asia, the consequences of the gas and oil 

pipelines being built to bring energy overland into China to places such as 

Yunnan or Xinjiang, China’s efforts to build land links to the Indian Ocean, or 
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the impact of China’s increasing economic engagement with other developing 

countries in south or southeast Asia.  

In sum, there has been a gradual improvement in the development prospects 

of China’s western regions, resulting from both the accumulative effect of 

policies since Develop the West was launched, and the boost given by the 

stimulus response to the global financial and economic crisis. Although the 

disparity among and within regions remains notable, and substantial 

challenges remain in developing the most backward regions of China, the 

policy support emerging from the current crisis has been acting as a stimulus 

to further economic growth in the western regions. This creates the possibility 

of hastening the geographical rebalancing of China’s development, and 

increasing the importance of western China to the global economy during a 

period of intensified globalization.   
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