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Abstract Based on a massive collection of data, this paper tries to make a
detailed comparison between the foreign trade development patterns of two
export-oriented regional economies: the Yangtze River Delta and the Pearl River
Delta. It is shown that both of the deltas have made spectacular progress in
foreign trade development. However, the Yangtze River Delta is catching up with
the Pearl River Delta, and China’s foreign trade development pattern has changed
in recent years from a Pearl River Delta-dominated foreign trade environment to
a situation in which the Pearl River Delta and the Yangtze River Delta together
dominate China’s foreign trade. The primary difference in the foreign trade
development patterns of these two deltas is that foreign trade in the Pearl River
Delta relies more on processing trade, while that in the Yangtze River Delta is
more government-oriented with special political zones playing a significant role
in its foreign trade.
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1 Introduction

The Yangtze River Delta and the Pearl River Delta are the two most dynamic
economies in China. In 2005, GDP of the two regions totaled 5.2 trillion yuan, a
28% share in China’s national GDP. While occupying important positions in the
nation’s economy, these two Deltas have become pioneers in China’s reform and
open-up. Development patterns of these two Deltas have attracted much attention.
Many studies on the driving forces that led the two regions to success in
economic development have been conducted. Huang and Lii (2006) have
concluded that growth of TFP and investment in fixed assets are the main factors
that contribute to economic development of the Pearl River Delta. Mao (2006)
has discussed the impacts of industry clusters and human capital accumulation on
the economic development of the Pearl River Delta and the Yangtze River Delta.
Li (2005) studied the difference in comparative advantage of manufacture
industry between the two deltas according to specialized production level, market
share of main products, export structure and so on. Whatever, it is no doubt that
booming foreign trade is the most important factor that leads the Yangtze River
Delta and the Pearl River Delta to spectacular achievements in economic
development. The two regions play a significant role in the continued
development of China’s foreign trade. In 2005, import and export volumes of the
16 city cluster in the Yangtze River Delta and the 9 city cluster in the Pearl River
Delta were respectively 429.5 and 503.1 billion US dollar, accounting for 65
percent and 66 percent of that of the whole country respectively.

Although the two Deltas have much in common as pioneers of China’s reform
and opening, the Yangtze River Delta and the Pearl River Delta developed
differently in foreign trade. Compared with the Yangtze River Delta, the Pearl
River Delta took lead early and has a “first mover advantage” in foreign trade
development, benefiting from its proximity to Hong Kong and Macao. With
massive foreign investment inflows and maintained low cost labor, cheap land
and preferential policies, the Pearl River Delta achieved great success in foreign
trade development through fostering processing trade. It became the mightiest
economic region in China during the early age of China’s reform. In the
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meantime, the development of foreign trade in the Yangtze River Delta started
later. Foreign trade in the Yangtze River Delta fell far behind that in the Pearl
River Delta until the mid-1990s. However, based on its well-developed industry
foundation, foreign trade development in the Yangtze River Delta advanced
rapidly in recent years. In less than ten years, both its import volume and export
volume have caught up with and overtaken those of the Pearl River Delta. With
the burst of the foreign trade in the Yangtze River Delta and relative decline in
the Pearl River Delta, the question of which model of foreign trade development
is better has become a hot topic. For people who believe that the Pearl River
Delta is on the wane and the Yangtze River Delta is more promising in foreign
trade, there are two main arguments. First, compared with the Yangtze River
Delta, the Pearl River Delta relies more heavily on low value-added processing
trade with low technological content. Secondly, a larger proportion of enterprises
in the Pearl River Delta owe their foreign market share to foreign investment,
and local enterprises there are less competitive than their counterparts in the
Yangtze River Delta. Despite hot disputes from both researchers and
policy-makers, few empirical studies have been conducted on foreign trade
development patterns of the two regions. This article tries to shed light on this
issue using a massive collection of data.

The rest of this article is arranged as follows: Section 2 is an overview of
foreign trade development in the Yangtze River and the Pearl River Deltas.
Sections 3, 4, 5 and 6 provide comparison of foreign trade development patterns
of the two Deltas from four aspects: Foreign trade structure, type of foreign trade
enterprises, functions of political zones and technological structure of trade
commodities. Section 7 concludes.

2 Anoverview

According to existing studies, there are two definitions of geographical scopes
for both the Yangtze River Delta and the Pearl River Delta: The broad sense
definition and the narrow sense definition. Broadly, the Pearl River Delta
involves the whole Guangdong province, and the Yangtze River Delta includes
two provinces (Jiangsu and Zhejiang) and a metropolis (Shanghai). However, in
the narrow sense, the Yangtze River Delta involves 8 cities of Jiangsu province
and 7 cities of Zhejiang province besides Shanghai, and the Pearl River Delta
involves 9 cities of Guangdong province.' Analysis in this section is based on

"In detail, the Yangtze River Delta includes 16 cities and they are Shanghai, Suzhou, Nanjing,
Wauxi, Changzhou, Nantong, Taizhou (Z£/l), Yangzhou, Zhenjiang, Hangzhou, Ningbo, Jiaxing,
Shaoxing, Huzhou, Zhoushan and Taizhou (£ /1); and the Pearl River Delta includes Guangzhou,
Shenzhen, Zhuhai, Dongguan, Huizhou, Zhongshan, Foshan, Jiangmen and Zhaoqing.
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the broad sense definition. However, we adopt the narrow sense definition in
section 3, 4, 5 and 6.

First of all, in order to provide an overview, Fig. 1 shows a general
description of foreign trade development respectively for Guangdong, Jiangsu,
Zhejiang, Shanghai and China as a whole since 1990, and Fig. 2 shows change
in export and import share of the four regions: Guangdong Jiangsu, Zhejiang,
Shanghai, and that of China as a whole. As it is shown, the Pearl River Delta
dominated China’s foreign trade in an early period with Guangdong province
accounted for over 40 percent of China’s foreign trade until the mid-1990s.2
Foreign trade development of the Yangtze River Delta started later than in the
Pearl River Delta. In 1990, total export value of the whole country was 47.5
billion US dollar among which 23.1 billion owed to Guangdong province,
while Shanghai, Jiangsu, Zhejiang only accounted for 5.5, 2.9 and 2.2 billion
US dollar respectively. However, these relative levels changed. In 1992, the
Chinese central government made the decision to open up Pudong, which has
brought Shanghai and thus the whole Yangtze River Delta unprecedented
opportunities. From then on, foreign trade of the Yangtze River Delta has
experienced rapid growth. In 1998, export volume of China as a whole totaled
183.8 billion US dollar. That of Guangdong province was 76.5 billion US dollar,
a share of 41.6 percent in the total export value of the whole country and those
of Shanghai, Jiangsu and Zhejiang were 15.6, 16 and 11.6 billion US dollar
respectively, totaling 43.2 billion US dollar, a share of about 23.5 percent. It is
clear that Shanghai, Jiangsu and Zhejiang were catching up with Guangdong
although there was still a big gap between them at that time. Since then, foreign
trade share of the Yangtze River Delta in China as a whole rose rapidly and it
has caught up with that of the Pearl River Delta. In 2005, overall export value
of Shanghai, Jiangsu and Zhejiang reached 288.7 billion US dollar (with
Shanghai accounting for 94.9 billion US dollar, Jiangsu 82.6 billion US dollar
and Zhejiang 81.5 billion US dollar) and their overall import value reached
251.1 billion US dollar (with Shanghai accounting for 94.9 billion US dollar,
Jiangsu 124.6 billion US dollar and Zhejiang 81.5 billion US dollar), while
overall export and import value of Guangdong were 240.9 and 198.2 billion US
dollar respectively. It is obvious that foreign trade of the Yangtze River Delta
has exceeded that of the Pearl River Delta.

2 Ninety percent of Guangdong’s foreign trade owes to the narrow sense Pearl River Delta
during this time.
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Next we turn to analyze foreign trade development of individual cities in both
the Yangtze and the Pearl River Delta. Table 1 and Table 2 show foreign trade
volumes of certain main cities during the period of 1997-2005 for the two Deltas.
As for the Yangtze River Delta, Shanghai, Suzhou, Ningbo, Hangzhou, Wuxi and
Nanjing are the most developed cities in foreign trade among which Suzhou is
the one that has grown fastest. From 1997 to 2005, export value of Suzhou has
increase from 4.8 billion US dollar to 73.4 billion US dollar, an increase of about
14 times; and its import value has increase from 4.1 billion US dollar to 71.5
billion US dollar, an increase of 16 times. In addition, Ningbo and Wuxi have
also made great progress in their foreign trade development. As for the Pearl
River Delta, Shenzhen, Dongguan, Guangzhou and Foshan are the most
developed cities in foreign trade. Moreover, as it is shown in the two tables
(Table 1 and Table 2) that in the past decade the status of Shenzhen in the Pearl
River Delta’s foreign trade has strengthened while Dongguan has also maintained
a strong momentum of development. This invalidates a recent emerged view that
foreign trade development in Shenzhen and Dongguan are declining.

Table 1 Export value of certain main cities in the Yangtze River Delta and the Pearl River
Delta (Unit: one billion US dollar)’

China YRD PRD Shenzhen Shanghai Suzhou Dongguan Guangzhou Ningbo Foshan Hangzhou

1997 182.8 37.7 61.8 242 14.8 4.8 11.7 8.5 32 5.0 3.7
1998 183.8 41.0 652 259 15.6 5.4 13.5 8.5 32 4.9 4.1
1999 1952 48.0 693 272 18.3 7.0 15.6 8.8 3.7 4.9 4.6
2000 2492 67.4 855 34.6 24.6 10.6 18.2 10.1 5.5 6.4 6.5
2001 2663 755 90.7 36.6 26.9 12.4 20.1 10.0 6.6 7.1 7.0
2002 325.6 939 112.5 448 31.0 18.6 25.1 12.2 8.5 8.9 8.1
2003 438.4 138.5 1448 60.1 45.8 32.8 29.6 15.5 11.9 116 10.3
2004 593.4 204.0 1823 75.5 69.7 50.9 36.6 19.9 163 153 143
2005 762.0 273.7 227.6  98.0 86.6 73.4 43.6 24.6 223 187 18.8

Table 2 Import value of certain main cities in the Yangtze River Delta and the Pearl River
Delta (Unit: one billion US dollar)

China YRD PRD Shanghai Shenzhen Suzhou Dongguan Guangzhou Ningbo Wuxi Nanjing

1997 1422 314 494 15.6 19.3 4.1 10.1 8.2 2.5 1.7 2.1
1998 140.4 32.1 48.7 155 19.0 4.7 10.4 7.5 1.9 2.0 2.1
1999 1952 39.6 60.1 19.8 22.1 6.0 13.6 9.4 2.6 2.0 2.9
2000 225.1 62.5 76.0 30.1 29.6 10.3 15.5 11.9 4.6 3.1 4.6
2001 2435 69.6 783 33.8 309 122 159 12.2 4.9 3.7 39
2002 2953 89.0 100.3 413 40.9 19.2 20.8 14.7 59 53 4.1
2003 412.8 143.8 127.2 64.7 54.3 353 24.5 19.2 8.9 8.3 7.5
2004 561.4 206.6 159.8 87.1 68.9 55.4 29.6 25.0 159 11.6 10.6
2005 660.1 245.3 184.2 94.9 81.0 71.5 34.3 29.1 23.8 143 13.2

3YRD is the abbreviation for the Yangtze River Delta and PRD for the Pearl River Delta, so
are those in Table 2.
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Individual cities in the Yangtze and the Pearl River Deltas in fact have not
developed equally since 1997. Take the data of 2005 as an example, as it is pictured
in Fig. 3, overall export value of six major cities (Shanghai, Suzhou, Ningbo,
Hangzhou, Wuxi and Nanjing) accounts for 85 percent of that of the whole Yangtze
River Delta, however, overall export value of Shanghai and Suzhou accounts for 59
percent. And import value of Shanghai and Suzhou accounts for 68 percent of that of
the whole Yangtze River Delta. Like Shanghai and Suzhou, Shenzhen and
Guangdong dominate foreign trade of the Pearl River Delta with a share of 62
percent in the whole Pearl River Delta’s export and a share of 63 percent in import.
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Fig.3 Export share of the 16 cities cluster in the Yangtze River
Delta (a) and the 9 cities cluster in the Pearl River Delta (b) in 2005

Furthermore, Fig. 4 illustrates export amounts for all the 25 cities of both the Yangtze
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River Delta and the Pearl River Delta in 1998 and 2005, which shows the relative
status of each individual city in foreign trade in the corresponding Delta. It is shown
that, in 1998, Shenzhen overwhelmed all the other cities in exports, leaving Shanghai,
Dongguan, Suzhou, and Guangzhou far behind. However, by 2005, although Shenzhen
still ran before the other cities, its advantage was no longer overwhelming. Moreover,
Suzhou caught up rapidly. It exceeded Dongguan and almost caught up with Shenzhen
and Shanghai. Meanwhile, cities of Zhejiang such as Ningbo, Hangzhou, Taizhou and
Shaoxing also made great progress in foreign trade. On the whole, the status of the
Yangtze River Delta in China’s foreign trade has been relatively enhanced.
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The foregoing evidences indicate that during the recent decade China’s foreign
trade pattern has changed from being dominated by the Pearl River Delta to a
situation in which the Pearl River Delta and the Yangtze River Delta together
dominate foreign trade. This change has attracted a lot of attention and vigorous
debate. One widely held view insists that the Pearl River Delta is gradually
losing its supreme position in China’s foreign trade. Is the Pearl River Delta
really on the wane? Does the foreign trade development pattern of the Yangtze
River Delta exceed that of the Pearl River Delta? In the next part, we will
conduct a comparison analysis between the foreign trade development patterns of
these two Deltas from the following four aspects: foreign trade structure, type of
foreign trade enterprises, functions of political zones and technological structure
of trade commodities.

3 Foreign trade structure

China’s traditional regime involves in more than ten kinds of trade patterns,
however, three kinds of which account for over 95 percent of China’s total
foreign trade. They are original trade, processing & assembling trade, and
process with imported material trade. Fig. 5 shows the shares of the three kinds
of trade in the whole export volume of China respectively for both the Yangtze
River Delta and the Pearl River Delta. As it turns out, the Yangtze River Delta
exceeds the Pearl River Delta in foreign trade structure. On the whole, foreign
trade in the Pearl River Delta is more processing trade dominated than that in the
Yangtze River Delta. On average, original trade and processing trade account for
about 15 percent and 80 percent respectively of total foreign trade volume of the
Pearl River Delta, while, original trade takes an equal share with processing trade
in the Yangtze River Delta. Although it started export development earlier and
has been growing for more than twenty years, foreign trade of the Pearl River
Delta still relies heavily on processing trade. In 1997, the shares of processing &
assembling trade, process with imported material trade and ordinary trade in total
export volume of the Pearl River Delta were 29.9 percent, 53.8 percent and 13.5
percent respectively. The overall share of processing trade totaled 83.7 percent.
Nevertheless, foreign trade development of the Pearl River Delta has been
improved since 1999 with continued decrease in the share of the process with
imported material trade and increase in ordinary trade and processing &
assembling trade. In 2005, the share of process with imported material trade in
the Pearl River Delta’s export volume reduced to 17.5 percent while shares of
ordinary trade and processing & assembling trade increased to 19.5 percent and
58.5 percent respectively. By contrast, trade pattern of the Yangtze River Delta is
much better than that of the Pearl River Delta. Ordinary trade accounted for
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about 50 percent of the Yangtze River Delta’s export volume until 2002.
However, the share of ordinary trade in the Yangtze River Delta’s export volume
decreased in recent years and it has been reduced to 43.2 percent in 2005.
Moreover, compared with that of the Pearl River Delta, processing trade of the
Yangtze River Delta is mainly processing & assembling trade, while process with

imported materials trade only accounts for about 10 percent of its total trade
volume.
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Fig. 5 Export share of different trade patterns in the Yangtze River
Delta (a) and the Pearl River Delta (b)

There are deep-rooted reasons for the observed difference in foreign trade
patterns of the Pearl River Delta and the Yangtze River Delta. Although the Pearl
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River Delta had advantages in preferential policies, favorable geographical
location and low cost of labor, it was rather poor in technology and human
resources at the beginning of its foreign trade development. Therefore it naturally
chose processing trade as a way to develop its foreign trade by specializing in its
comparative advantage. Secondly, the peculiar geography, language and culture
relationship between the Pearl River Delta and Hong Kong all together made it a
perfect division of labor with the former serving as a processing workshop and
the latter as a buying and selling office linking the Pearl River Delta with the rest
of the world. Last but not least, local governments actually have a lack of
incentive to change the existing foreign trade pattern in the Pearl River Delta.
Under the Chinese regime, local governments usually aim for short-term
economic development of their own regions and avoid risking what they already
had for the long-term development. In the short run, processing trade can and has
brought the Pearl River Delta huge profits. On the other hand, efforts to make
improvements in foreign trade structure will involve in massive initial input and
short-term loss. However, development of low value-added processing trade,
which relies heavily on massive low-cost land and labor and preferential
government policies, is unsustainable in the long run. It will be faced with
increasingly short supply of land, drain of labor, and the expiration of
preferential policies. In fact, the massive influx of immigrant labor attracted by
the processing industry has already brought the Pearl River Delta severe
challenges, both social and economic. According to our research in the Pearl
River Delta, Shenzhen and Dongguan have already had to make efforts to
upgrade their industry structure and improve their trade patterns because these
two cities both are small in size and have already exhausted their supply of land
after more than 20 years’ exploiting.

Compared with the Pearl River Delta, the Yangtze River Delta was better
prepared for its foreign trade development. Early in the era of the planned
economy, it was already a main investment zone of the Chinese central
government. And the following more than ten years development during the
economic reform had provided it a better industrial foundation. Therefore,
foreign trade development of the Yangtze River Delta started at a high level.
It did not need to rely on processing trade and was able to foster high
value-added industries by introducing in sophisticated technology and
equipment.

It is evident that the Yangtze River Delta exceeds the Pearl River Delta in
foreign trade structure, which might well explain why many people think that
the former is more promising than the latter. However, it is certainly one-sided
and skeptical to make the judgment that foreign trade development pattern of
the Yangtze River Delta surpasses that of the Pearl River Delta based on
foreign trade structure alone. Moreover, development of processing trade also
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has many advantages although considered as low value-added and low
technological content. First of all, it is a short cut for regions with poor industry
foundation like the previous Pearl River Delta to achieve economic
development. Secondly, benefits from spillovers of technology, management
and so on from the processing industry promote more and more homegrown
Chinese enterprises in the Pearl River Delta that have started to create their
own successful Chinese brand. Thirdly, processing industries provide a great
deal of jobs for China’s massive surplus labor force. The Pearl River Delta
employs much more migrant labor than the Yangtze River Delta. In addition,
industry upgrading is speeding up in the Pearl River Delta. Two cities,
Shenzhen and Dongguan have already made great progress in developing high
technological content industries.

4 Export share of different foreign trade enterprises

In this part we investigate status of different foreign trade enterprise structures in
the Yangtze and the Pearl River Deltas according to their share of foreign trade.
We classify all the enterprises into six categories: state-owned enterprise,
collective enterprises, Sino-foreign contractual joint venture, Sino-foreign equity
joint venture, foreign-owned enterprise, private enterprises. Fig. 6 shows export
share of each category in that of the whole corresponding Delta during the period
of 1997 to 2005.
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Fig. 6 Export and import share of different enterprises for the Yangtze
River Delta (a) and the Pearl River Delta (b)

As Fig. 6 shows, at least two conclusions can be drawn. Firstly, from 1997 to
2005, export patterns of both Deltas have changed from the being dominated by
state-owned enterprises to being dominated by foreign-owned enterprises. For
both the Deltas, export share of the state-owned enterprises reduced dramatically
and those of the Sino-foreign contractual joint venture and Sino-foreign equity
joint venture have also declined gradually, while export share of the
foreign-owned enterprises has increased significantly along with that of private
enterprises. For the Yangtze River Delta, export share of the state-owned
enterprises decreased from 54.8 percent in 1997 to 17.3 percent in 2005, however,
that of the foreign-owned enterprises increased from 13.7 percent in 1997 to 46.4
percent in 2005. Meanwhile, export value of private enterprises rose rapidly,
increasing from only 0.6 billion US dollar in 2000 to 33.5 billion US dollar in
2005, a share of 12.2 percent. In addition, overall export share of Sino-foreign
contractual joint venture and Sino-foreign equity joint venture enterprises
decreased from 28 percent to 19.3 percent, which together with the increase in
export share of the foreign-owned enterprises reflect that, as getting more
familiar with China’s market, FDI in China has changed their way from seeking
cooperation with Chinese enterprises to managing independent companies which
belong to their own.

The situation in the Pearl River Delta seems reflects what has happened in the
Yangtze River Delta. In the Pearl River Delta, from 1997 to 2005, export share of
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the state-owned enterprises declined from 42.8 percent to 18.7 percent, and the
combined share of Sino-foreign contractual joint venture and Sino-foreign equity
joint venture dropped from 31.8 percent to 19.6 percent. However, the export
share of foreign-owned enterprises increased from 22.8 percent to 47.3 percent,
and that of the private enterprises grew to 10.7 percent in 2005 with export value
increasing from 0.9 billion US dollar in 2001 to 24.4 billion US dollar in 2005.

Secondly, at the beginning, compared with other kinds of enterprises, the
state-owned enterprises of the Yangtze River Delta were relatively stronger than
those of the Pearl River Delta. In 1997, export share of the state-owned
enterprises in the Yangtze River Delta was 58.3 percent, while, that was only
44.9 percent in the Pearl River Delta. However, as more FDI entered the Yangtze
River Delta the export share changed so that by 2005 these two Deltas seemed to
have similar export compositions from each enterprise type.

5 Function of political zones

Since the economic reform, the Chinese government has launched a great deal of
political zones in order to attract foreign investment. Among them there are four
predominant kinds of political zones: Special Economic Zone (SEZ), Economic
& Technological Development Area (ETDA), Hi-Technology Industry
Development Area (HTIDA) and Bonded Zone (BZ). We are now going to
analyze how these political zones have functioned in foreign trade development
of the Yangtze and the Pearl River Deltas. Fig. 7 shows the share of
export/import value of each zone in the whole export/import value of the Yangtze
River Delta, and Fig. 8 shows that for the Pearl River Delta.
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By 2005, there are 6 HTIDA, 7 ETDA and 3 Bonded Zones in the Yangtze
River Delta.* These political zones have been playing an increasingly important
role in foreign trade development of the Yangtze River Delta. As far as export is
concerned, export shares of the ETDA’s and the HTIDA’s respectively increased
from 13.2 percent and 3.8 percent in 1997 to 17.3 percent and 10.4 percent in
2005, while that of the Bonded Zones maintained at about 3 percent. Moreover,
these political zones play more significant role in import than in export. Import
share of the ETDA’s remained at about 21 percent although it has decreased
slightly since 2001, and that of the HTIDA’s and the Bonded Zones increased
respectively from 4.8 percent and 4.9 percent in 1997 to 9.7 percent and 12
percent in 2005. On the whole, from 1997 to 2005, overall export share of these
three political zones, the ETDA’s, the HTIDA’s and the Bonded Zones, increased
from 19.1 percent to 31.6 percent, and overall import share of them increased
from 30.5 percent to 41.9 percent. The impact of the Bonded Zones on foreign
trade development of the Yangtze River Delta is worth special attention. Imports
via the Bonded Zones are far higher than exports. In 2005, total import value via
the Bonded Zones in the Yangtze River Zones was 29.4 billion US dollar.
However, total export value was only 10.5 billion US dollar. Most imports via
the Bonded Zones are advanced equipments which have facilitated technological
upgrading in the Yangtze River Delta.

The Pearl River Delta has 2 Special Economic Zones, 6 HTIDA’s, 1 EDTA and 3
Bonded Zones.” Special Economic Zones and Bonded Zones are the most import
political zones in the Pearl River Delta. However, political zones on the whole play a
less important role in the Pearl River Delta than in the Yangtze River Delta,
especially as far as the ETDA’s and the HTIDA’s are concerned. In 1997, export
share of the four kinds of political zones (including the ETDA’s, the HTIDA’s, the
SEZ’s and the BZ’s) in the whole export of the Pearl River Delta was 20.1 percent,
almost as much as that of the Yangtze River Delta. However, by 2005, it only slightly
increased to 21.8 percent for the Pearl River Delta, far less than the 31.6 percent for
the Yangtze River Delta. The trend for imports is similar. In 2005, import share of the
four kinds of political zones in the Pearl River Delta was 22.9 percent, half of that of
the Yangtze River Delta. In particular, the significance of the Special Economic
Zones have declined with their import and export share decreasing from 20.1 percent

* The 6 HTIDA are the Shanghai HTIDA, the Nanjing HTIDA, the Wuxi HTIDA, the Changzhou
HTIDA, the Suzhou HTIDA and the Hangzhou HTIDA. The 7 ETDA are the Shanghai ETDA,
the Minghang ETDA, the Pudong ETDA, the Suzhou ETDA, the Nantong ETDA, the Hongzhou
ETDA and the Ningbo ETDA. The three Bond Zones are the Ningbo Beilun Bond Zone, the
Shanghai Waigaogiao Bond Zone, the Jiangsu Zhangjiaxiang Bond Zone.

3 They respectively are the Shenzhen SEZ, the Zhuhai SEZ; the Guangzhou HTIDA, the
Shenzhen HTIDA, the Zhuhai HTIDA, the Huizhou HTIDA, the Foshan HTIDA, the Zhongshan
HITDA; the Guangzhou EDTA; the Guangzhou BZ, the Shenzhen BZ and the Zhuhai BZ.



244 ZHU Shi’e, YANG Rudai

and 17.3 percent in 1997 to 9.3 percent and 10.9 percent in 2005. Meanwhile,
Bonded Zones became more important with their import and export shares increasing
from 2.2 percent and 1.6 percent in 1997 to 9.4 percent and 7.6 percent in 2005.
However, compared with the case of the Yangtze River Delta, ETDA’s and HTIDA’s
in the Pearl River Delta developed rather slowly. In 2005, overall import and export
value of the ETDA’s and the HTIDA’s in the Pearl River Delta were 7.8 and 7.5
billion US dollar, accounting for 4.2 percent of the whole import value and 3.3
percent of the whole export value in the Pearl River Delta respectively. However, in
2005, combined import and export value of the ETDA’s and the HTIDA’s in the
Yangtze River were 73.3 and 75.6 billion US dollar, accounting for 31.3 percent of
the whole import value and 27.7 percent the whole export value in the Yangtze River.
The preceding analysis suggests that guidance and support from the
government has had more impact on foreign trade development in the Yangtze
River Delta than in the Pearl River Delta. Political zones play a less important
role in foreign trade development of the Pearl River Delta than in that of the
Yangtze River Delta. In 2005, overall export of political zones accounted for 21.8
percent of total export of the Pearl River Delta, far less than the corresponding
31.6 percent of the Yangtze River Delta. In 2005, import share of political zones
in that of the whole Pearl River Delta was 22.9 percent, only half of the
corresponding share in the Yangtze River Delta. Although some areas in the Pearl
River Delta like Dongguan have also achieved great development in foreign
trade without any political zones, the Yangtze River Delta has benefited
significantly from political zones where preferential policies like low taxes are
implemented. Imports, which are mainly advanced equipment introduced via
these zones, especially the Bonded Zones, are obviously larger than exports.

6 Technological structure of trade commodities

Following the method adopted by OECD (1994) and Lall (2000), we reclassify
all the trade commodities based on the SITC 3-digit classification system into
four categories: resource intensive products, labor intensive products, capital
intensive products and technological intensive products. Fig. 9 shows
technological structure of trade commodities for the Yangtze River Delta, and Fig.
10 shows that for the Pearl River Delta. We first turn to the technological
structure of export products. Generally speaking, for both Deltas, technological
structure of export products enhanced greatly with export shares of
labor-intensive products fell dramatically and those of technological intensive
products went up rapidly. On the whole, the Pearl River Delta exceeds the Yangtze
River Delta in technological structure of trade commodities. However, the latter is
catching up. In 1997, export shares of resource intensive products, labor intensive
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products, capital intensive products and technological intensive products in the
whole export of the Pearl River Delta were respectively 7.3 percent, 43.3 percent,
19.2 percent and 23.4 percent. The corresponding export shares of the four
categories in the whole export of the Yangtze River Delta were 13.1, 46, 14.9, and
16.1 percent. By 2005, technology gap between these two Deltas had narrowed.
For the Pearl River Delta, corresponding export shares of the four categories in
2005 were 4.7 percent, 28 percent, 19.6 percent and 43.5 percent, while those of
the Yangtze River Delta were 7.1 percent, 28.2 percent, 19.6 percent and 39.7
percent. It is clear that, by 2005, technological structure of export in the two deltas
were very close and there is only a difference of 3.8 percentage points between the
two in export share of technologically intensive products.
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Fig. 9 Technological structure of export (a) and import (b) for the Yangtze River Delta
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Fig. 10 Technological structure of export (a) and import (b) for the Pearl River Delta

It is worth noting that, according to the trade share of capital-intensive
products, there is no obvious evidence that the Yangtze River Delta exceeds the
Pearl River Delta in development of heavy industry although heavy industry of
the former was better founded in the planned economy than that of the latter. In
1997, the Yangtze River Delta’s overall export value of capital intensive products
was 5.6 billion US dollar, a share of 14.9 percent in its total export value, while
for the Pearl River Delta, that was 11.8 billion dollar, a share of 19.2 percent.
Nevertheless, export of capital-intensive products grew faster in the Yangtze
River Delta than in the Pearl River Delta during the following years. By 2005,
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the Yangtze River Delta’s overall export value of capital intensive products had
reached 53.6 billion US dollar, a share of 19.6 percent in total export value, while
for the Pearl River Delta, that was 44.7 billion US dollar, and a share of 19.6
percent in its total export value. However, import value of capital-intensive
products in the Yangtze River Delta is also larger than that in the Pearl River
Delta. In 1997, it accounted for 34.4 percent of total import value for the former,
but 25.2 percent for the latter. By 2005 the proportion had decreased to 21.3
percent for the Yangtze River Delta, where the import value was 523 billion US
dollar, and 17.2 percent for the Pearl River Delta, where the import value was
317 billion US dollar.

7 Conclusions

In conclusion, both the Yangtze River Delta and the Pearl River Delta have
achieved spectacular success in foreign trade development. However, the overall
foreign trade development pattern in China has changed from being dominated
by the Pearl River Delta to the situation where the Yangtze and the Pearl River
Deltas jointly dominate since the 1990s. However, it is really hard to tell which
of the development patterns applied is better. Foreign trade development patterns
in these two deltas both have their own merits and lessons for other regions. Both
of the two Deltas have fully made use of their specific comparative advantages in
their respective development of foreign trade. On the whole, the Yangtze River
Delta was able to develop its foreign trade at a higher starting level benefiting
from its better-developed industrial foundation, and government policies play a
significant role in its foreign trade development. By contrast, with relatively poor
initial industrial foundation, foreign trade development in the Pearl River Delta
has relied more on fostering processing trade than on government directed
policies. Taking advantage of its proximity to Hong Kong, the Pearl River Delta
has also achieved great success in foreign trade development. Furthermore, it has
been making great progress in industry upgrading as a result of spillover effects
from the development of the processing industry. The primary difference in
foreign trade development patterns between the two deltas lies mainly in that
foreign trade development in the Pearl River Delta has been more dependent on
processing trade, while, that of the Yangtze River Delta is more
government-oriented. Political zones such as ETDA, HTIDA and Bonded Areas,
have contributed more to foreign trade development in the Yangtze River Delta
than in the Pearl River Delta.

As everything has its downsides, both foreign trade development patterns of
the two Deltas have their limitations. To certain extent, both the two patterns are
unsustainable in the long run. Continued growth in low value-added processing
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industries is subject to limited resources since past development of processing
industry relied heavily on low cost labor, cheap land and favorable government
policies. Similarly, the government-oriented development pattern in the Yangtze
River Delta is limited by the ability of the central government to invest and
maintain preferential tax and import policies in the long-term. Therefore, to
become stronger manufacturing powers in the world economy, the Pearl River
Delta and the Yangtze River Delta still have a long way to go.
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