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Abstract

In response to changes in both domestic and international development environments,
the Central Committee of the Communist Party of China (CPC) has called for vigorously
promoting high-standard opening up. This approach is primarily defined by the
endogenous driving of high-level factors, coordinated balance between efficiency and
security, and the demonstration and guidance role of institutional rules. A diversified
spatial layout for regional economic cooperation serves as an effective pathway to high-
standard opening up. Since the 18th CPC National Congress, China has accelerated the
restructuring of this layout to facilitate a comprehensive, high-standard opening up. The
main achievements include a more diversified trade and investment market, large-scale
overseas operations by Chinese companies, and significant demonstration effects of
China model. However, China still faces challenges such as limited replacement capacity
in emerging markets and the need to enhance the self-supporting and risk-controllability
of overseas supply chains. To further advance high-standard opening up through
restructuring the regional economic cooperation layout, China should proactively promote
high-standard regional economic and trade negotiations, stabilize and consolidate its
traditional market share, strive to build a circle of friends together under the Belt and Road
Initiative, help enhance the capability and vitality of emerging markets, and accelerate
adjustments to its outward direct investment strategy to create a self-supporting and risk-
controllable overseas supply chain system.

Keywords spatial layout for regional economic cooperation; high-standard opening up;
the Belt and Road Initiative (BRI)

1 Introduction
In the early 1980s, China began to integrate into the global production network and value
chain specialization by attracting foreign direct investment from developed countries
and accommodating the marginal industrial transfers of multinational corporations. This
development path largely established the “eastward opening up” feature of China’s opening-

up strategy, which focused on exports to East Asia and developed countries in Europe and
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North America. It facilitated the flow of production factors, such as labor, resources, and
energy, from the central and western regions to the east in China, while effectively leveraging
the manufacturing advantages of the eastern coastal areas. After more than 30 years of rapid
development, China has emerged as the world’s second-largest economy and the largest
exporter, significantly enhancing its composite national strength. However, with the rapid
rise of emerging economies and growing income distribution issues in developed countries,
these nations have accelerated their re-industrialization efforts and sought to redefine high-
standard international economic and trade rules, attempting to control the global value chains
specialization (Li, 2022a). In response, the Chinese government has actively accelerated
the restructuring of the spatial layout for regional economic cooperation. While continuing
its “eastward opening up,” it has also proactively expanded its “westward opening up” by
promoting the high-quality implementation of the Belt and Road Initiative (BRI). This aims
to establish a new spatial layout that supports both eastward and westward opening up (Li,
2022b). The report to the 20th National Congress of the Communist Party of China (CPC)
particularly emphasized the importance of promoting high-quality development under the
BRI and promoting high-standard opening up (Xi, 2022). This context invites a critical
examination of what advancements have been made in the restructuring of China’s spatial
layout for regional economic cooperation, what issues and deficiencies still persist, how to
accelerate the restructuring of this spatial layout, and how to further promote high-standard
opening up.

Regarding China’s spatial layout for regional economic cooperation and high-standard
opening up, most of the literature emphasizes the contributions of the BRI to China’s open
economy. For instance, it highlights the export promotion effects of the BRI (Dai & Yang,
2020; Sun et al., 2017), the enhancement of quality in Chinese export products related to
the BRI (Lu et al., 2021), the facilitation of outward investment through the BRI (Li et al.,
2019; Yue & Wang, 2023), and the internationalization of the Renminbi associated with the
BRI (Lin & Wang, 2015, 2016). Overall, extant literature primarily focuses on the role of the
BRI in advancing the development of China’s open economy, while there is comparatively
less discussion on the theoretical implications and logical connections between the spatial
layout for regional economic cooperation and high-standard opening up. In practice, most
studies emphasize the significant contributions of the BRI to facilitating high-standard
opening up while neglecting the underlying concerns and potential issues behind its notable
achievements. Therefore, this paper first undertakes a theoretical analysis of the spatial layout
for regional economic cooperation and high-standard opening up. Building on this foundation,
it focuses on China’s transition from “eastward opening up” to “eastward and westward
opening up.” This analysis reveals both the effectiveness and limitations of promoting high-
standard opening up through the restructuring of the spatial layout for regional economic
cooperation. Unlike current studies that concentrate on the economic performance of the
BRI, this paper examines the role of the diversified spatial layout for regional economic

cooperation in China’s institutional opening up. Furthermore, differing from extant literature
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that emphasizes export market diversification, this paper focuses on the characteristics of
intermediate goods trade and the regional specialized division of labor between China and
the countries covered by the BRI. This approach reveals the current situation and challenges
in China’s transition of import and export market structures and the development of overseas
supply chains. Subsequently, this paper proposes targeted ideas and pathways for accelerating
the restructuring of the spatial layout for regional economic cooperation and further

promoting high-standard opening up.

2 Theoretical Analysis on Spatial Layout for Regional Economic Cooperation
and High-Standard Opening Up

2.1 Theoretical Implications and Major Features of High-Standard Opening Up

In essence, opening up is a method of resource allocation within economic operations. It
emphasizes the utilization of foreign resources and international markets through import
and export trade, foreign investment, and outbound direct investment to acquire essential
resources such as mineral energies and low-cost labor, as well as capital, talent, and sales
markets necessary for domestic development. High-standard opening up establishes higher
expectations regarding its driving forces, cost-benefit considerations, and international

impacts, and is specifically characterized by the following features.

2.1.1 Endogenous Driving of High-Level Factors
The comparative advantage arising from differences in factor endowment structures serves as
the primary driving force for countries to engage in specialized division of labor. Developing
countries can produce and export their abundant factor-intensive products based on ample
cheap labor and mineral resources while importing their scarce factor-intensive products. In
contrast, developed countries primarily export capital and technology-intensive products due
to their abundant capital and technological advantages, while importing labor and resource-
intensive products. However, western international trade theory, while elucidating the origins
of international trade, often conceals the asymmetry of trade gains between developing
and developed countries (Zhang, 2006). Since the income elasticity of labor and resource-
intensive products is significantly lower than that of capital and technology-intensive
products, the specialized division of labor and international trade inevitably lead to a core-
periphery development pattern. Consequently, foreign economic cooperation driven by high-
level factors, such as technological innovation, market networks, or business environments, is
a key feature of high-standard opening up.

It is important to note that, under conditions of free movement of factors, the significant
influx of foreign high-level factors improves the domestic factor endowment structure and is
essential for the development of an open economy in the host country. For instance, foreign

direct investment effectively bridges domestic capital gaps and acts as a significant force in

LI Feng



Spatial Layout Adjustment for Regional Economic Cooperation and High-Standard Opening Up

the production and export of domestic capital and technology-intensive products. The import
of high-quality intermediate goods serves as a primary driver for domestic technological
advancement and industrial upgrading. Fully leveraging the inflow of foreign factors to
promote domestic economic and social development undoubtedly reflects the important
trend of global resource integration. However, if a country’s motivation for opening up and
economic development primarily relies on the inflow of foreign factors, it may hinder the
cultivation of domestic high-level factors and increasingly expose issues related to the gains
and security associated with opening up. Therefore, in terms of driving forces, high-standard
opening up signifies a transition from relying on low-cost labor and mineral resources
and energy to leveraging high-level factors like capital, technology, market networks, and
business environments. Moreover, it imposes stricter requirements on these driving factors,

particularly emphasizing endogenous capacity related to opening up.

2.1.2  Coordinated Balance between Efficiency and Security
Western economic theory suggests that extending market boundaries promotes specialized
division of labor. As vertical specialization deepens, countries engage in the global value
chain according to their factor endowment structures, focusing on production segments
where they have comparative advantages. This model effectively embodies the principle of
maximizing efficiency and has long been viewed as the “optimal solution” for economic
development in the globalization era (Hua, 2006). However, this maximization of efficiency
only represents the overall level, while the optimality of overall efficiency cannot mask
localized welfare losses. For instance, in the core-periphery model, developing countries on
the periphery often face “poverty-creating growth” or “low-end lock-in” within the value
chain, while the division of labor and governance system surrounding the global value chain
lacks effective interest-compensation mechanisms between countries. Consequently, many
disadvantaged groups may often be exploited by certain political factions, becoming forces
against economic globalization. Thus, countries (or regions) should prioritize a cost-benefit
analysis of their participation in economic globalization. Regarding benefits, questions arise:
What level of domestic added value is generated from export trade? Have imports and foreign
capital inflows effectively fostered technological advancement and industrial upgrading? What
high-level factors have been integrated through foreign direct investment? In terms of cost, what
are the resource consumption and environmental carrying capacity behind the export growth?
Do imports substitute for domestic independent innovation? Has foreign capital inflow resulted
in industry monopolies, crowding out local capital formation? What is the success rate of cross-
border mergers and acquisitions, and what major risks and uncertainties have foreign operations
encountered? Clearly, the advantage of benefits over costs—indicative of substantial opening-
up performance—is a primary characteristic of high-standard opening up.

Moreover, it is essential to recognize that with the division of labor in global value chains,

security issues increasingly arise alongside the pursuit of maximum efficiency. This
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model, which is characterized by task outsourcing and multinational sequential production,
means that any rise in transaction costs or disruptions at any stage can significantly affect
downstream production processes and may even jeopardize the entire chain. For specific
nodes in the value chain, especially downstream manufacturers, the issue of independence
and controllability of industrial and supply chains becomes critical. This is particularly
true in developing countries that are experiencing a significant influx of high-level foreign
production factors, where concerns about domestic economic security, industrial security,
technological security, and information security are especially pronounced. Therefore, high-
standard opening up not only prioritizes efficiency but also emphasizes controllable security,

reflecting the coordination and unity of efficiency and security.

2.1.3 Demonstration and Guidance Role of Institutional Rules

Within the first-generation framework of international economic and trade rules, characterized
by border measures, differences in resource endowment structures serve as a primary source
of comparative advantages among nations. For instance, developed countries leverage
production advantages such as advanced technology, management models, and skilled talent
to dominate high-value segments of the international production system—such as research
and development, design, branding, and marketing channels. In contrast, many developing
countries, engaging in the international division of labor based on mineral resources, low-
cost labor, and other production factors, tend to concentrate on lower-value segments
like processing and manufacturing. However, under the new generation of international
economic and trade rules, which emphasizes regulatory integration and domestic measures,
the robustness of a country’s market economy system and the alignment of its domestic
institutional arrangements with international trade rules have become essential prerequisites
for expanding opening up.

Specifically, the new generation of international economic and trade rules, actively
promoted by developed countries, covers topics such as trade and investment liberalization
and facilitation, service sector openness, protection of investors’ rights and interests, fair
competition, intellectual property rights, information disclosure, cross-border e-commerce,
environmental standards, small and medium enterprises, personnel entry, and dispute
resolution. These topics reflect the requirements for high-standard opening up and align
with the interests of developed countries transitioning from free trade to fair trade. For many
developing countries, however, there remains a significant gap between their domestic market
economy and institutional arrangements and the requirements for regulatory integration.
Benchmarking against high-standard international economic and trade rules, promoting
institutional opening requires accelerating innovations in domestic systems and mechanisms
while advancing domestic models for international dissemination. This approach creates a
demonstration or guiding effect on international economic and trade rules, serving as a crucial

component of high-standard opening up.
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2.2 The Relationship between the Spatial Layout for Regional Economic Cooperation
and High-Standard Opening Up

The spatial layout for regional economic cooperation essentially refers to a country’s (or
region’s) selection of target markets for opening up, including sources of raw materials,
intermediate goods, parts and components, and final consumer products, as well as the
development and transformation of sales markets. Generally speaking, the factor endowment
structure largely determines countries’ positions in the international division of labor. The
spatial layout for regional economic cooperation exhibits several general characteristics:
Due to the uneven distribution of global mineral resources, regions rich in oil and natural
gas, such as Russia, Central Asia region, and West Asia region, as well as areas abundant
in metal minerals like Australia, Brazil, and Argentina, have become major exporters of
mineral resources. Developed countries, such as the United States (US), European countries,
and Japan, which possess a high concentration of innovation factors and elevated per capita
income levels, are the primary exporters of high-tech intermediate goods and the main
consumer markets for high-end final products. The countries like China and Mexico, with
robust manufacturing bases and relatively complete supply chains, have emerged as the main
suppliers and consumers of intermediate goods. Therefore, from the perspective of spatial
layout concentration, the spatial layout for regional economic cooperation primarily presents
two models: axial layout and diversified layout. The axial layout refers to a country’s (or
region’s) target market being concentrated in a specific area, characterized by centralization.
In contrast, the diversified layout indicates a lower level of concentration in a country’s (or
region’s) target markets, featuring a more scattered spatial distribution.

In the process of expanding opening up, the spatial layout of regional economic cooperation
should prioritize the principle of efficiency, facilitate the effective integration of global
resources and factors, and prominently feature characteristics of an axial layout. However,
given changes in the international political and economic landscape and global economic
fluctuations, a spatial layout with relatively concentrated target markets is more vulnerable
to external risks and uncertainties. Additionally, uncontrollable factors such as natural
disasters, infectious diseases, or labor strikes can jeopardize the security of domestic supply
chains and the stability of export demand and markets. In contrast to the axial layout model, a
diversified layout for regional economic cooperation can help mitigate these risks, enhancing
the resilience, security, and controllability of supply chains while reducing the potential for
significant shocks to the domestic economy due to demand fluctuations.

In addition to promoting a coordinated balance between efficiency and security in opening
up, a diversified layout for regional economic cooperation also fosters the cultivation of
high-end domestic production factors and enhancement of endogenous capabilities, which
is particularly crucial for developing countries. Under the axial layout model, excessive
dependence on intermediate goods, such as key components from developed countries, not
only makes a country susceptible to technological “bottlenecks” but may also enhance the

substitution effect of high-tech imports on domestic technological innovation (Li, 2024).
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Moreover, over-reliance on consumption markets in developed countries can substantially
impede the development and integration of domestic markets. Additionally, intense
competition among domestic companies for access to these developed consumer markets
can result in large-scale price wars, diminishing the focus on technological research and
development and product quality improvements.

Moreover, a diversified layout for regional economic cooperation accelerates the pace of
institutional opening up for developing countries. Generally speaking, institutional opening
up can be broadly divided into two scenarios: Firstly, the introduction of foreign systems,
which involves accelerating domestic institutional and mechanism innovation by referencing
high-standard international economic and trade rules and undertaking significant reforms
of institutional arrangements that are incompatible with international rules and common
practices. Secondly, the export of domestic systems, which entails actively participating in
global economic governance by summarizing experiences of domestic economic development
and institutional innovation. This approach promotes standards, rules, and regulatory models
with national characteristics in regional economic and trade cooperation, thereby creating a
demonstration or guiding effect on the adjustment of international economic and trade rules
(Li, 2023a). Under an axial spatial layout focused on developed countries, the precondition
for developing countries to engage in the international division of labor is compliance with
the rules of the game established by developed nations, which serves as the objective and
direction for domestic institutional reforms. For many developing countries, there is an
“impossible triangle” relationship among deeper engagement in globalization, domestic
institutional choices, and national regulatory capacity. Engaging deeply in the international
division of labor system dominated by developed countries often requires developing nations
to sacrifice their independent domestic institutional arrangements, resulting in a significant
decline in their ability to allocate and regulate resources within their economies and societies.
Therefore, adopting a more diversified spatial layout for economic cooperation and creating
and promoting international trade rules that align with the interests and needs of a broad
range of developing countries by expanding openness and economic collaboration among
developing countries—particularly by fully respecting each nation’s conditions, engaging
in democratic consultations, and learning from one another—will not only expedite the
institutional opening-up processes but also be crucial for enhancing the global governance

system.

3 Restructuring of the Spatial Layout for Regional Economic Cooperation and
China’s Practice of High-Standard Opening Up

Since the reform and opening up, China has gradually established a comprehensive

geographical framework for opening up, extending from coastal areas to inland regions and

from the eastern to the central and western regions. In the context of regional economic

cooperation, a distinctive axial spatial layout has emerged, relying on developed countries in
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Europe and North America, as well as East Asian economies. Major developed economies,
including the US, the European Union, and Japan, have become China’s primary trade
partners and sources of foreign investment. For example, in 2012, the US was China’s largest
export market for four key manufacturing sectors: textiles, clothing, footwear, and headwear;
chemicals; general and specialized equipment; and transportation equipment. In the meantime,
Japan emerged as the largest export market for China’s food, beverage, and tobacco sectors,
and the second largest for textiles, clothing, footwear, and headwear; chemicals; and general
and specialized equipment. Additionally, Germany and the Republic of Korea became
significant markets for Chinese manufacturing exports. On the import side, countries like
Japan, Germany, the US, and the Republic of Korea primarily supply intermediate goods for
China’s manufacturing sector, a trend particularly pronounced in high-tech industries such as
general and specialized equipment, transportation equipment, and electronic optical devices.'
This high reliance on global supply chains dominated by multinational corporations, coupled
with market demands from developed countries in Europe and North America, has made
China’s manufacturing and export scale highly sensitive to external market conditions. As a
result, it has become vulnerable to disruptions in the global supply chain and fluctuations in

international market demand.’

3.1 Approaches and Priorities for Restructuring China’s Spatial Layout for Regional
Economic Cooperation
For a major economy, it is essential to prioritize economic security while pursuing resource
allocation efficiency. In recent years, the Chinese government has intensified the restructuring
of its spatial layout for regional economic cooperation. By focusing on the implementation
of the BRI, it seeks to explore new avenues for opening up. Additionally, China is actively
aligning with new international economic and trade rules, accelerating negotiations on
regional trade agreements with developed countries in Europe and North America, as well as
East Asian economies. This effort aims to stabilize and consolidate traditional market shares
and to speed up the formation of a comprehensive new pattern of opening up that integrates
land and maritime connections and promotes mutual economic cooperation between the east

and the west.

' In recent years, China has actively restructured its regional economic cooperation around the Belt and Road Initiative (BRI),
accelerating its westward opening up. The “Silk Road Economic Belt” and the “21st Century Maritime Silk Road” were
introduced in late 2013. To this end, this paper uses 2012 data as a benchmark to compare the spatial patterns of China’s
opening up before and after this restructuring.

? Taking the impact of the 2008 global financial crisis on China’s exports as an example, goods exports fell from 1.43
trillion USD in 2008 to 1.2 trillion USD in 2009, a decline of 229.081 billion USD. Demand for Chinese products from the
top 20 largest export markets decreased by 185.347 billion USD, accounting for 80.91% of the total decline. Demand from
developed countries in Europe and North America dropped by 94.41 billion USD, representing 41.21% of the decline. In
other words, over 40% of the factors behind the external shock to China’s export trade stemmed from fluctuations in market

demand in developed countries.
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3.1.1 Efforts to Expand the Westward Opening Up

Since the introduction of the BRI, China has emphasized “policy, infrastructure, trade,
financial, and people-to-people connectivity,” actively engaging in economic cooperation
and exchanges with countries in Southeast Asia, South Asia, West Asia, Eastern Europe, and
Southern Europe. This initiative has gained widespread recognition and positive responses
from the international community. As of February 2022, China had signed over 200 BRI
cooperation documents with 154 countries and 32 international organizations, including
89 countries and regions from Africa, Oceania, South America, and North America that
are not along the BRI route.” This indicates that the initiative has transcended geographical
limitations, extending to nearly all developing countries and regions. As a result, China’s
economic exchanges with BRI countries and partners have developed rapidly. For instance,
as of the end of November 2023, the China-Europe Railway Express, which exemplifies
the exchange of goods and infrastructure connectivity, had connected 217 cities across 25

European countries, with a total of 17,523 trains operating in 2023.*

3.1.2  Consolidating the Eastward Opening Up

While promoting the high-quality implementation of the BRI and strengthening economic
cooperation with developing countries in Asia, Africa, and Latin America, China is also
actively negotiating regional trade agreements with developed countries in Europe and the
US, as well as emerging economies in the Asia-Pacific region, aligning with high-standard
international economic and trade rules. According to data from the WTO website, by the
end of 2023, China had signed and implemented a total of 19 free trade agreements (FTAs),
including 8 bilateral FTAs with developed countries in Europe and the US and emerging
economies in the Asia-Pacific region. In terms of bilateral investment treaties (BITs), data
from the United Nations Conference on Trade and Development (UNCTAD) indicate that
by the end of 2023, China had signed a total of 145 BITs, with 100 currently in effect. These
BITs involve 35 countries in Asia, 36 in Europe (including the European Economic Area), 21
in Africa, 2 in Oceania, and 6 each in North America and South America.

In addition to promoting bilateral free trade and investment agreements with developed
countries and emerging economies, the Chinese government actively participates in
multilateral regional economic and trade cooperation negotiations. It has successfully signed
significant agreements such as the China-ASEAN Free Trade Agreement (CAFTA), the
Regional Comprehensive Economic Partnership (RCEP), and the China-EU Comprehensive
Agreement on Investment (CECAI). Moreover, it has also applied to join the Comprehensive
and Progressive Agreement for Trans-Pacific Partnership (CPTPP), which represents the

highest level of openness and standards of rules globally.

® The statistical data comes from the official website of the Belt and Road Portal.

* The statistical data comes from the official website of the Belt and Road Portal.
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3.2 Effectiveness of Restructuring of China’s Spatial Layout for Regional Economic
Cooperation

3.2.1 More Diversified Trade and Investment Markets

In recent years, through active trade exchanges and capacity cooperation with BRI regions
and partners, China’s import and export market structure has increasingly diversified. The
characteristics of the spatial layout for regional economic cooperation are gradually shifting
from an axial model to a diversified one. As shown in Figure 1, prior to 2018, China’s exports
to BRI countries and partners were significantly lower than those to developed countries in
Europe, North America, and the Asia-Pacific region.” With the initiation of trade conflicts led
by the US and the acceleration of global industrial restructuring, China’s exports to traditional
markets encountered severe obstacles. In contrast, BRI partner countries and other emerging
markets became new drivers of growth for Chinese exports. By 2019, China’s exports to
these emerging markets were roughly on par with those to its traditional markets. In terms of
imports, the scale of trade with emerging markets in BRI partner countries was even greater
than that with traditional markets in Europe, North America, and the Asia-Pacific. As shown
in Figure 2, at the outset of the BRI, China’s imports from these BRI partners totaled 833.445

( 1
Figure 1
Comparison of China’s Exports to Traditional and Emerging Markets since 2013

1 billion USD

1,200

1,000 ]
£ 800| — ] _ ]
o
&
]
w600
<
.8
S 400

200
2013 2014 2015 2016 2017 2018 2019
Year
[ BRI countries and partners HE Developed countries in Europe and America,

and the Asia-Pacific region

Note. During 2020-2022, China’s effective epidemic prevention and control measures, combined with the
relative stability of domestic industrial and supply chains, resulted in a significant redirection of foreign orders
to China. This unconventional export growth is unsustainable. To eliminate the impact of the pandemic on
global trade flows, this comparison uses data from 2013 to 2019, and the same approach applies to subsequent
analyses. The data are compiled by the author based on data from the China Statistical Yearbooks in various years.

® This means the Western developed countries that had not participated in the implementation of the BRI as of February 6,
2022. These include the United States, Mexico, and Canada under the United States-Mexico-Canada Agreement (USMCA),
as well as Belgium, Germany, Denmark, Spain, Finland, France, the Netherlands, Ireland, Sweden, the United Kingdom,

Switzerland, Norway, Iceland in the European Union, and Japan and Australia in the Asia-Pacific region, totaling 18 countries.
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Figure 2
Comparison of China’s Imports from Traditional and Emerging Markets since 2013
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Note. The data are compiled by the author based on data from the China Statistical Yearbooks in various years.
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billion USD, surpassing the 689.088 billion USD from traditional markets. China’s imports
from emerging markets have further expanded, reaching 930.917 billion USD in 2019. In
contrast, China’s imports from traditional markets have remained basically stable, reaching
merely 710.248 billion USD in 2019. These figures indicate a significant diversification in

China’s import market.

3.2.2  Large-Scale Going Out and Overseas Operations by Chinese Companies

Overseas operations through foreign direct investment (FDI) are a key indicator of a country’s
enhanced endogenous growth capacity. According to the 2021 Statistics on China’s Foreign
Direct Investment, by the end of 2021, more than 11,000 companies had been established in
BRI countries, constituting approximately one-quarter of China’s total overseas companies.
In 2021, China’s direct investment in these countries reached 24.15 billion USD, setting a
historical high and accounting for 13.5% of China’s total foreign investment flows for that
year. By the year’s end, the investment stock amounted to 213.84 billion USD, representing
7.7% of the total investment stock.

Through accelerated foreign direct investment and international capacity cooperation, the
level of vertical specialized division of labor between China and BRI regions and partners
has significantly improved. Table 1 illustrates the development of bilateral trade in parts
and components between China and major countries, demonstrating that, driven by the
international expansion of companies, bilateral trade in parts and components with BRI
regions and partners has rapidly increased. Regionally, China’s primary trading partners for
parts and components include the Association of Southeast Asian Nations (ASEAN) countries

such as Vietnam, Thailand, Malaysia, and the Philippines, as well as Central European
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nations like Poland, the Czech Republic, and Hungary. This indicates that China is actively
engaging with BRI countries that possess strong manufacturing bases to establish a regionally
specialized division of labor, thereby creating a self-reliant and controllable supply chain.
Among the BRI partners, the Republic of Korea and Italy show relatively significant trade
in parts and components with China. However, in terms of the nature of bilateral specialized
division of labor and China’s role, the trade in intermediate goods between China and the
Republic of Korea, as well as between China and Italy, is fundamentally different from the
specialized division of labor between China and ASEAN countries, as well as between China

and Central Europe.’

Table 1
Development Trends of Parts and Components Trade between China and Major Countries

Unit: 100 million USD

Export Import Export Import
2018 2019 2018 2019 2018 2019 2018 2019
BRI 1,08762 1,15459 535.68 489.72 | BRI 401.32 437.60 325.60 312.68
countries partners
Czech 27.11 2486 19.87 17.96 || ltaly 49.44 4981 3258  31.08
Republic
Hungary 26.13 27.13 13.79 13.65 ||Austria 5.89 5.79 18.29 18.73
Poland 42.52 47.74 1142 12.02 |Republicof 175.46 189.84 259.78 247.77
Korea
Romania 12.47 12.48 9.25  10.75 ||Nigeria 16.64 18.29 0.00 0.00
Russia 59.77 64.34 1.36 1.51 ||South 19.70  22.78 0.83 0.91
Africa
Slovakia 8.23 11.86 6.47 6.28 || Traditional  1,564.66 143581 1,094.22 1,009.71
market
Slovenia 3.61 4.38 2.12 2.14 ||Netherlands 71.562  79.57 8.55 9.31
Tirkiye 24.15 25.47 2.58 2.29 | Belgium 16.47 16.34  11.56 7.23
Ukraine 12.33 16.87 1.08 0.71 ||France 50.43 5598 57.41 58.99
Brunei 1.54 0.82 0.00 0.00 || Germany 14413 148.36 278.79 256.47

(To be continued)

® The success of China’s open economy largely results from its ability to attract foreign direct investment, facilitating the
transfer of manufacturing industries from developed countries. In terms of bilateral trade in parts and components, trade
of intermediate goods between China and the Republic of Korea and ltaly reflects China’s positioning in the global value
chain—importing parts and components for processing and then exporting semi-finished products to downstream producers
and final consumers. In contrast, the trade of intermediate goods between China and ASEAN countries, as well as between
China and Central Europe, better reflects the characteristics of Chinese enterprises’ overseas supply chain layout. This
involves exporting labor-intensive processing and assembly operations to ASEAN countries and Central Europe in the form
of outsourcing, while importing semi-finished products back to China. This approach enables the integration of foreign low-

cost production factors into the Chinese manufacturing process.
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(Continued)
Export Import Export Import

2018 2019 2018 2019 2018 2019 2018 2019
Laos 2.08 2.37 0.03 0.05 ||Sweden 13.73 16.00 16.86  14.23
Singapore 73.83 7244  31.05 36.22 ||Spain 2980 3824 1317 11.79
Israel 9.26 9.20 4.50 5.15 || United 66.25 65.38 2599  26.87

Kingdom

India 182.69 167.056 8.27 9.27 ||Denmark 8.39 10.41 4.02 4.57
Indonesia 63.66 64.63 7.99 7.17 ||Ireland 6.85 7.22 5.61 6.05
Malaysia 58.32 68.93 66.01 63.61 ||Switzerland  4.30 4.60 15.91 14.53
Philippines 28.60 3469 35.06 40.96 ||Norway 3.29 4.31 2.08 1.75
Singapore 73.83 7244  31.05 36.22 ||Iceland 0.48 0.30 0.00 0.01
Thailand 79.70 7493 7491 70.92 ||Finland 6.04 6.23 6.18 5.85
Myanmar 6.54 7.73 0.05 0.15 ||Japan 240.80 22245 42149 371.66
Cambodia 2.51 4.17 1.03 0.74 ||Australia 55.09 56.28 3.27 2.91
Bangladesh 12.69 11.47 0.03 0.02 ||Mexico 117.57 119.51 30.56  30.20
Vietnam 151.70 184.32 234.47 182.69|US 682.70 535.72 184.04 178.39
Pakistan 26.98 25.16 0.01 0.01 |[Canada 46.81 48.91 8.74 8.90

Note. Due to space limitations, only a limited number of countries are listed in this table. The data are compiled by
the author based on the UN Comtrade database.

3.2.3 Significant Demonstration Effect of Chinese Model

Based on policy, infrastructure, trade, financial, and people-to-people connectivity, the
successful model of China’s economic development and social governance has been gradually
replicated in BRI regions and partners, yielding positive economic results and social
responses. For instance, the establishment of various industrial parks, such as development
zones, economic development zones, and bonded zones, reflects a key experience of
China’s open economy. Under the direction of the Ministry of Commerce of China, various
companies have autonomously built cooperative parks in BRI countries and regions based
on market-oriented and law-based principles. By the end of 2023, China had established 33
different types of overseas economic and trade cooperation zones across Asia, Europe, and
Africa.” In the process of developing overseas economic and trade cooperation zones, several
good practices in the development of Chinese parks have been replicated and promoted.
These practices primarily include infrastructure development featuring “seven connections
and one leveling,” the formation of industrial clusters relying on leading companies, and the
establishment of management committees to oversee the economic and social affairs of the

zones.

" The data come from the official website of China’s overseas economic and trade cooperation zones (COCZ).
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Based on the consensus with BRI regions and partners, the Chinese government has actively
proposed a “Chinese solution” to address existing challenges in international economic and
trade rules and global governance systems. This initiative has gained widespread recognition
from the international community and has become a significant achievement in the export of
China’s systems. For example, in response to the “spaghetti bowl effect”—where multiple
bilateral investment agreements contain overlapping and fragmented content due to a lack of
international policy coordination—and the barriers that protectionism poses to international
investments, China led an initiative in early 2017, alongside developing countries such as
Brazil, Kazakhstan, and Nigeria, to establish the “Friends of Investment Facilitation for
Development” (FIFD), which initiated informal discussions on investment facilitation at
the World Trade Organization (WTO). By 2020, more than 110 members had joined the
negotiations (Li, 2023b). During the negotiation process, China submitted a total of 15 formal
proposals by leveraging its domestic government function transformation and comprehensive
reform practices. In July 2023, the first multilateral investment agreement under the WTO
framework—the Investment Facilitation Agreement—was reached, serving as a successful
example of the Chinese model and the Chinese solution leading the establishment of high-

standard international rules.

3.3 Issues and Deficiencies in Restructuring China’s Spatial Layout for Regional
Economic Cooperation

3.3.1 Limited Replacement Capacity of Emerging Markets

In recent years, with an emphasis on advancing the BRI and expanding the westward opening
up, China has accelerated the restructuring of its spatial layout for regional economic
cooperation. This has significantly mitigated the impact of declining market shares in
developed countries and the Asia-Pacific region. However, from the perspective of trade
structure, China’s exports of electromechanical and high-tech products remain highly
dependent on the traditional markets. In addition, the vast majority of intermediate goods,
such as key parts and components, still come from developed countries in Europe and North
America and traditional markets in the Asia-Pacific region. As illustrated in Figure 3, while
exports of China’s electromechanical and high-tech products to 18 developed countries in
Europe and those in the Asia-Pacific region have decreased since 2018, they still surpass
exports to the 65 BRI countries. Even when including the 83 BRI partners not along the BRI
route, the contribution of emerging markets to China’s exports of these products remains
lower than that of traditional markets. This dependency stems from the fact that most BRI
countries and partners are developing nations, characterized by relatively low per capita
income and consumption structures that prioritize basic living needs. As a result, these
emerging markets have limited capacity to absorb high-end manufacturing products, leaving
China’s exports of electromechanical and high-tech products heavily reliant on developed

countries in Europe and North America and the Asia-Pacific region.
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s 1
Figure 3
Exports of China’s Electromechanical and High-Tech Products to Traditional and Emerging Markets
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In terms of the import structure of intermediate goods, China primarily imports
unprocessed primary raw materials and energy resources, as well as primary processed raw
materials from BRI countries and partners and other emerging markets. For the import of
high-tech parts and components, China remains heavily reliant on developed countries. For
instance, in 2019, China imported unprocessed primary raw materials and energy resources
totaling 449.137 billion USD, of which 321.095 billion USD originated from BRI countries
and partners, accounting for 71.49%. Imports of primary processed raw materials reached
605.399 billion USD, with 375.151 billion USD coming from BRI countries and partners and
other emerging markets, accounting for 61.97%. During the same year, China’s imports of
parts and components totaled 181.212 billion USD, with only USD 80.241 billion sourced
from BRI countries and partners, accounting for 44.28%. This reliance is primarily due to
the fact that most BRI countries and partners are developing nations, whose production
supply structures are largely based on primary raw materials and energy resources, and
cannot provide industrial parts and components and other intermediate goods that meet high
technical standards. Therefore, despite the ongoing expansion of China’s import trade with
emerging markets, dependence on traditional markets for key parts and components remains

unchanged.

3.3.2  Strengthening the Independence and Controllability of Overseas Supply Chains
In recent years, China’s economic and trade exchanges with BRI countries and partners

have surged, resulting in closer cooperative divisions of labor. Notably, bilateral trade

LI Feng



Spatial Layout Adjustment for Regional Economic Cooperation and High-Standard Opening Up 107

in parts and components with ASEAN countries and those in Central Europe has grown
significantly, paving the way for the establishment of a self-supporting and risk-controllable
overseas industrial and supply chain system. However, the extent to which the development
of overseas supply chains reflects the growth of domestic companies or the enhancement of
their endogenous capabilities warrants a closer examination of the ownership attributes of
the companies involved in parts and components trade. For instance, in 2016, while domestic
companies outnumbered foreign-funded ones,” foreign-funded companies significantly
surpassed domestic ones in terms of import and export trade scale, except in the Indian and
Indonesian markets. In particular, in markets such as the Czech Republic, the Philippines,
Vietnam, and Hungary, foreign-funded companies accounted for approximately 70% of trade
in parts and components. This indicates that China’s overseas supply chain development is
largely driven by multinational companies.

To further validate this observation, this paper applies a stricter criterion by focusing on
companies engaged in both import and export trade of parts and components.” Statistics
indicate that foreign-funded companies dominate overseas markets, holding 87.41% share of
the parts and components trade in Vietnam, the largest market for this sector, while domestic
companies account for only 12.59%. Furthermore, in the parts and components trade between
China and countries such as the Czech Republic, Malaysia, the Philippines, Hungary, and
Poland, foreign-funded companies occupy about three-quarters of the market share. Although
domestic companies have a relatively higher share in India, Indonesia, and Thailand, they do
not exceed 40%. This data clearly demonstrates that the parts and components trade between
China and emerging markets exhibits a distinct “foreign investment-driven” characteristic.
Consequently, the development of China’s overseas supply chains more accurately reflects

the accelerated capacity transfer of multinational companies to regions with lower labor costs.

4 Ideas and Policy Recommendations for Expanding High-Standard Opening Up
through Restructuring the Spatial Layout for Regional Economic Cooperation
Since the reform and opening up, China has effectively leveraged its advantages in low-cost
factors and incentive policies, focusing on the development of its eastern coastal regions.
This emphasis has resulted in an open economy characterized by various development
zones serving as key carriers, with foreign-funded companies as the main driving force
and processing trade as the primary model. The target markets have predominantly been

developed countries in North America, Europe, and the Asia-Pacific region. Consequently,

® The China Customs database is only updated until 2016, and the China Industrial Enterprises database provides the latest
data only up to 2015. Given the relatively stable nature of enterprise ownership attributes and limitation of data sources, this
paper matches enterprises engaged in parts and components trade in 2016 with 2015 ownership information, identifying
13,252 enterprises, including 8,245 domestic enterprises and 5,007 foreign-funded enterprises.

? Compared to the full sample, the distribution of ownership attributes among companies engaged in both the import and
export of parts and components reveals significant differences. Using the aforementioned matching methods, a total of 2,215

companies have been identified, comprising 1,464 foreign-funded companies and just 751 domestic companies.
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this development model has led to a concentration of import and export trade primarily with
the US, developed nations in Europe, Japan, the Republic of Korea, and other countries in
the Asia-Pacific region. However, this focus on efficiency has also created a significant
dependence on traditional markets for production supply chains and exports.

Recognizing the security challenges inherent in the eastward opening-up model, the
Chinese government has actively promoted the restructuring of the spatial layout for regional
economic cooperation in recent years, aiming for a comprehensive expansion of high-
standard opening up. Focusing on the policy, infrastructure, trade, financial, and people-to-
people connectivity, China has advanced the construction of the Silk Road Economic Belt and
the 21st Century Maritime Silk Road. This initiative seeks to open up to the westward and
enhance economic and trade cooperation with non-traditional markets in Central Asia, West
Asia, South Asia, Eastern Europe, and Central Europe. Additionally, through the negotiation
and signing of various bilateral free trade agreements, bilateral investment agreements, and
regional economic and trade agreements, China continues to strengthen its economic and trade
relations with traditional partners in Western developed countries and the Asia-Pacific region.
The restructuring of the spatial layout for regional economic cooperation has yielded notable
positive results. First, countries not along the BRI route from various continents have signed
cooperative agreements with China, allowing the BRI to transcend traditional geographical
boundaries and evolve into a platform for new international cooperation with a diverse range
of developing countries. As emerging markets continue to grow, China’s foreign trade market
has become more diversified, reducing reliance on traditional markets in Western developed
countries and the Asia-Pacific region. Through foreign direct investment and international
capacity cooperation, Chinese companies are actively venturing overseas and enhancing the
level of vertical specialized division of labor in collaboration with BRI countries and partners.
Moreover, as China promotes a diversified spatial layout for regional economic cooperation,
several successful models of economic development and social governance have emerged
and been widely promoted. These models have demonstrated high economic performance
and gained positive social feedback in BRI countries and partners. Additionally, they have
significantly contributed to the improvement of international economic and trade rules and
the global economic governance system.

It is important to note that most BRI countries and partners are still in the industrialization
phase, characterized by relatively low per capita income and consumption levels.
Consequently, their capacity to absorb exports from China—particularly in electromechanical
and high-tech products—is limited. Furthermore, these countries are unable to provide large-
scale high-tech intermediate goods, such as core components and essential parts needed by
Chinese manufacturing. Foreign-funded companies remain the primary drivers of China’s
industrial gradient transfer and supply chain integration with BRI countries and partners, and
establishing a self-supporting and risk-controllable industrial and supply chain system based
on domestic companies requires considerable effort.

In light of these challenges, China should uphold a diversified spatial layout for regional

LI Feng
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economic cooperation, continuously promoting economic and trade relations with developed
countries in North America, Europe, and the Asia-Pacific region while stabilizing and
consolidating its market share in traditional markets. Additionally, it should strive to expand
its “circle of friends” for the implementation of the BRI, enhancing the supply and absorption
capacity of emerging markets. Furthermore, China should accelerate the adjustment of its
foreign direct investment strategy to establish a controllable overseas supply chain system.

First, China should proactively advance high-standard regional economic and trade
negotiations to stabilize and consolidate its traditional market share. Although various
bilateral free trade agreements, bilateral investment agreements, and regional economic
agreements have been signed between China and many countries, ' most of them are limited
to WTO framework rules. The Regional Comprehensive Economic Partnership (RCEP),
which took effect in January 2022, has made some progress, but there remains a significant
gap compared to the high-standard international economic and trade rules advocated by
developed countries. Therefore, China should actively pursue bilateral and multilateral
free trade agreement negotiations with developed countries in North America, Europe, and
the Asia-Pacific region, adhering to high-standard international economic and trade rules.
Firstly, China should conduct a comprehensive assessment of the institutional conflicts
within its domestic systems in relation to the high-standard international economic and
trade rules under the CPTPP framework. It should identify key issues and focus areas for
pilot institutional innovations in its various free trade experimental zones, operating within
acceptable limits. Secondly, drawing on relevant pilot reforms and stress tests, China should
accelerate research and establish a timetable for domestic institutional reforms, clearly
outlining the direction, focus, and objectives of these reforms. Thirdly, building on the
progress of domestic institutional opening up, China should actively engage in high-standard
international economic and trade negotiations represented by the CPTPP and pursue upgraded
bilateral investment agreements with developed countries such as Japan, the UK, Australia,
and Germany.

Second, China should work to stabilize and expand its “circle of friends” for the
implementation of the BRI, enhancing the capacity and vitality of emerging markets. With the
active promotion of the Chinese government, the number of BRI countries and partners has
reached 154, with trade scales—particularly total imports—being roughly equivalent to those
of traditional markets. However, the relatively low economic development levels of these
countries limit their capacity to absorb electromechanical and high-tech products, and they
are unable to provide the high-quality intermediate goods needed for Chinese manufacturing.
In light of the IPEF established by the US and the potential “picking sides” behavior among
Asia-Pacific countries, it is essential for China to proactively stabilize and expand its “circle

of friends” for the implementation of the BRI. In particular, this includes fostering higher-

'° These countries include developed and high-income countries such as Australia, Switzerland, New Zealand, Singapore, and

the Republic of Korea.
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level international cooperation with economically developed Western European countries
and higher-income nations in the Asia-Pacific region and North America. To achieve this, the
Chinese government should enhance policy, infrastructure, trade, financial, and people-to-
people connectivity with BRI countries and partners. When China assesses the performance
of companies engaged in overseas operations, the focus should extend beyond foreign
investment returns and operational performance to include their contributions to employment,
public welfare, and economic impacts in host countries, thereby creating tangible examples
of mutual benefit during the joint implementation of the BRI. In addition, aligning the BRI
with the development plans of relevant countries should remain a priority, particularly in
coordinating regional economic cooperation strategies with major countries such as Germany,
Japan, Russia, France, the UK, South Africa, Brazil, and Argentina. On this foundation, China
should concentrate on advancing bilateral economic and trade negotiations with countries in
Western Europe, the Asia-Pacific region, and North America for the joint implementation of
the BRI

Third, China should accelerate the adjustment of its foreign direct investment strategy
to build a self-supporting and risk-controllable overseas supply chain system. Large-scale
bilateral trade in parts and components is a fundamental feature of fragmented and sequential
production. As the BRI progresses, bilateral trade in parts and components between China
and ASEAN countries—such as Vietnam, Malaysia, and India—as well as Central European
nations like Poland, the Czech Republic, and Hungary, has grown rapidly. However,
examining the ownership attributes of companies involved in parts and components trade
reveals that the vast majority of this trade is conducted by foreign-funded enterprises.
The bilateral parts trade between China and ASEAN countries, as well as Central Europe,
primarily reflects the global resource integration strategies of multinational companies, while
domestic enterprises have relatively limited engagement in constructing overseas supply
chains. Therefore, it is crucial to actively promote the development of domestic companies,
especially private ones. This requires creating a fair market competition environment
for private companies, including combating industry monopolies and market barriers,
lowering domestic market entry thresholds, and limiting and eliminating various preferential
policies and super-national treatment measures taken by local governments to attract
foreign investment. Advocating for innovation and entrepreneurship is also vital, alongside
optimizing the domestic business environment and cultivating a spirit of entrepreneurship
to develop a group of world-class entrepreneurs. With this foundation, high-level regional
economic cooperation can foster an self-supporting and risk-controllable industrial and
supply chain system, which includes developing overseas cooperative industrial parks and
strengthening cooperation in manufacturing, resource processing, commercial logistics, and
research and development; promoting the linkage of industrial and supply chains with BRI
countries and partners; with a focus on the establishment of regional technology research and
development centers and marketing networks, continuing to expand foreign direct investment

in developed countries in North America, Europe, and the Asia-Pacific region.
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