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Flying Geese within Borders:
How China Sustains Its Labor-intensive Industries?

Cai Fang, Wang Dewen and Qu Yue
(Institute of Popnlation and Labor Economics, CASS)

Abstract: During the cumrent global financial criss, regions, sectors, and enterpries with the outdated growth pattern, industrial
structure inconsistent with their comparative advantages, and technological structure hanging behind the development stage were
fird exposed to the economic shocks. The way out thus is to reshape the economy’ s regional development pattern based on
comparative advantage. Against the background of financial crisis and under the assumption of large economy, this paper extends
flying geese paradigm and applies i to nterpret regional growth pattern of the Chinese economy-namely, a leapfrog type industrial
stiucture evolution among regions. Fmpirical resulks show that the growth and contribution rates of total factor productivity in
manufacturing in the Nottheastern and Central provinces tended to be significantly higher than that in Eastern provinces, whereas
that doesn’ t necessarily imply that the new pattern in better productivity- peforming regions is consistent with ther comparative
advartages induced by endowments of production factors. The paper suggests that by relocating the indusiries among eastern,
central and western regions that is, upgrading industries n eastem region while transforming labos intensive industries to central
and western regions, the industrial structure in the interior regions shall move towards to their comparative advantages and thus the
labox intensive ndustries shall be sustained in China.

Key Words: Flying Geese Model; Industrial Upgrading; Total Factor Productivity
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