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Abstract

The problems of disparity and unbalanced growth among China’s
regions and regional economic development have being the key
factors influencing China’s sustainable economic development for
years. Meanwhile productivity gap among China’s regions is the main
leading cause of the unbalanced. development of China’s regions.
The related researches on regional disparities in China indicated that
center —periphery model in the traditional theory of new economic
geography, which is based on the fundamental hypothesis of
increasing —returns paradigm and the effects of cumulative circular
causation, is considered to be the mechanism explanation for
regional disparities in China. Undoubtly, the explanation reveals the
causes and effects at the macro—level and has its explanatory power
on regional disparities, which 1is generally recognized in the
academic community.

However, the theory mentioned above ignores the internal
characteristics ( productivity, size, etc.) of different firms in the
real world because of its common implicit assumption that firms are
homogenous, that is, homogenous firms are represented by one
representative firm. It results in losing sight of the endogenous
mechanism in explaining productivity gap and economic gap across
regions caused by the spatial selection of heterogeneous firms in the
process of market integration. And it is unlikely that the crucial new
insights into the economic facts why productivity gap increases while

economic gap across regions decreases can be obtained from NEG
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models that rely on the same fundamental assumptions of homogenous
firms as the original C P model. In addition, the studies have not
been raised to a desired interpretation of such phenomenon that the
government has been promoting the economic policy to balance
regional development in recent years with little success. Recently,
some researches on the frontier of economic theory show that the
spatial selection of heterogeneous firms with market integration has
important implications for regional productivity. In consideration of
Chinese economic transition, the book explores the effects of the
process of market integration and regional policy on the spatial
selection of heterogeneous firms based on the analytical framework
integrating the theory of heterogeneous firmtrade into the new
economic geography, trying to provide a new perspective for
explaining the Chinese regional productivity gap and regional
disparities.

The book measures the magnitude of regional economic
disparities in China by the Theil index method, a decomposition
technique. The results show that the absolute regional economic gap
across Chinese regions expands continually while the relative
economic gap across Chinese regions is shrinking in recent years.
Meanwhile, the decreasing relative economic gap among the three
including eastern regions, the central regions and the western regions
of China is the main reason leading to narrow the gap overall in
China, but the internal economic gap within the three regions is
increasing.

To investigate the relationship between regional economic gap
and regional productivity gap, the book analyses provincial
productivity change and regional productivity change during 1978 —
2009 in China, based on the decomposing model of total factor
productivity change (that is, Malmquist Productivity Index) . The
conclusion shows that the convergence of regional total factor

productivity is in stronger growth situation and that the technical
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