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About ACI

The Asia Competitiveness Institute (ACI) was established in August 2006 as a Research
Centre at the Lee Kuan Yew School of Public Policy (LKYSPP), National University of
Singapore (NUS). It aims to build intellectual leadership and network for understand-
ing and developing competitiveness and sustainable growth in Asia. ACI seeks to con-
tribute to the enhancement of inclusive growth, living standards and institutional gover-
nance through competitiveness research on sub-national economies in Asia. It identifies
mitigating issues and challenges for potential public policy interventions through close
collaboration with regional governments, business corporations, policy think tanks and
academics. ACI’s three key research pillars include (I) competitiveness analysis at the
level of sub-national economies, (II) emerging sustainable development landscape in 16
Asia economies, and (III) Asia’s long-term growth strategies and public policy analysis.

ACI’s value propositions can be encapsulated in its acronym:
Analytical inputs to initiate policies for policy-makers and business leaders in Asia
Capacity building to improve productivity and efficiency
Intellectual leadership to create pragmatic models of competitiveness and inclusive
growth

Vision and Mission

• ACI’s over-arching vision is to build up its research credibility with policy impact, con-
tributing as a professional, world-class think-tank.

• ACI’s mission is to establish our niche as a leading policy think-tank by identifying de-
velopment trends, opportunities and challenges amongAsian economies and business
corporations.

• ACI endeavours to articulate sound recommendations, promote discussion and shape
research agenda in the arena of public policy among Asian governments.

• ACI undertakes evidence-based analysis of public policy issues and decisions, in order
to provide an assessment of their effectiveness as well as their economic and societal
impact.



Preface

This thirteenth edition of the Greater China Competitiveness Research Series, produced
by the Asia Competitiveness Institute (ACI) at the Lee Kuan Yew School of Public Policy,
National University of Singapore, continues our evidence-based analysis of sub-national
competitiveness in Greater China. As one of ACI’s flagship projects, this volume exam-
ines China’s emerging growth configuration centred on advanced manufacturing, and
the growing importance of a predictable, rules-based external environment.

In 2025, China’s economy achieved a growth rate of 5%, adding nearly one trillion
USD to its economy. Yet the composition of this growth has entered a new phase. Net
exports consistently emerged as a primary driver, supported mainly by strong net export
growth to ASEAN, while consumption and investment remained weak.

At the same time, China’s export structure continues to shift away from labour-
intensive consumer goods towards advanced manufacturing sectors. This volume pro-
vides a sub-national examination of these sectors through city-level case studies of semi-
conductor and electric vehicle supply chains in China’s two export powerhouses, the
Greater Bay Area and the Yangtze River Delta.

This transition is underpinned by a structural shift in China’s labour force. As the
college-educated population expands rapidly despite overall population decline, China’s
comparative advantage is quicklymoving towards advancedmanufacturing, with lasting
implications for its growth model and trade engagement.

The shift also brings new pressures. As skilled labour outpaces domestic absorption,
internal stability will depend on scaling advanced manufacturing exports. Yet, such ex-
pansion is increasingly constrained by rising trade and geopolitical frictions, underscor-
ing the need for rules-based frameworks to manage these risks. In this context, the pol-
icy chapter provides evidence that the expansion of the Information Technology Agree-
ment, anMFN-basedWTO plurilateral, helped cushion China’s high-tech exports during
2020–2024, while stimulating import growth and easing trade imbalances.

As China’s growth becomes more externally anchored, the stability of its advanced
manufacturing trade will increasingly depend not only on market access, but also on
the proactive development and strengthening of robust, rules-based frameworks. I am
confident that this publication will deepen our understanding of China’s subnational
economies and their external engagement, while offering policy-relevant insights that
contribute to ongoing discussions on regional economic development.

Professor Paul Cheung
Director, Asia Competitiveness Institute
Lee Kuan Yew School of Public Policy

National University of Singapore
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Executive Summary

In 2025, China’s economygrewby 5%, adding nearly one trillionUSD to output. The com-
position of growth, however, has shifted. Net exports were the primary driver, supported
by strong export performance to ASEAN, while consumption and investment remained
weak. At the same time, exports continue to move away from labour-intensive goods to-
ward advancedmanufacturing. This is underpinned by a deeper structural change in the
labour force, as the rapid expansion of college-educated workers reshapes China’s com-
parative advantage. As skilled labour outpaces domestic absorption, growth has become
more externally anchored and more exposed to trade and geopolitical frictions. Chapter
1 examines these dynamics, including detailed sub-national dissection.

Chapter 2 shows that provincial growth has broadly converged to the 5–6% range,
but economic activity remains concentrated in the coastal core. Inland economies are
contributing more at the margin, yet domestic demand and external balances remain
uneven across provinces.

Chapter 3 confirms the persistence of these spatial patterns. Leading economies re-
main concentrated along the eastern seaboard, particularly in the Yangtze River Delta
and Greater Bay Area, while lower-ranked regions continue to cluster in western and
northeastern China. Financial Depth, Business Efficiency, and Manpower Conditions re-
main the main differentiating factors. Simulation results suggest that the largest gains
lie in middle- and lower-tier regions where weak indicators can still converge toward the
national average.

Chapter 3 then examines the sub-national organisation of advanced manufacturing
through case studies of electric vehicles and semiconductors. The Yangtze River Delta
exhibits a distributed, multi-city electric vehicle ecosystem, with complementary roles
across upstream, midstream, and downstream activities. By contrast, the Greater Bay
Area’s semiconductor industry is more concentrated in Shenzhen, with Hong Kong play-
ing a financial role, resulting in a narrower and more fragmented structure. The com-
parison underscores the value of regional integration and functional complementarity in
sustaining industrial competitiveness.

Chapter 4 addresses the policy implications of this shift. As growth becomes more
externally dependent, stable and predictable trade frameworks become more important.
Evidence shows that the expansion of theWTO InformationTechnologyAgreement helped
cushion China’s high-tech exports during 2020–2024, while also stimulating imports and
moderating imbalances. Rules-based arrangements therefore serve not only as market
access tools, but as stabilising mechanisms against external uncertainty, a managmeent
tool for external imbalances, and a pressure-release valve for China’s strained internal
labour market.

Overall, the volume highlights persistent sub-national disparities alongside a struc-
tural shift toward advanced manufacturing and externally anchored growth. Sustaining
this transition will depend on continued domestic upgrading and the strengthening of
rules-based frameworks to support China’s evolving role in the global economy.
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Chapter 1
Introduction

Yi Xin

1.1 China in 2025: The Growth Model in Transition
In 2025, the Chinese economy grew by 5 percentage points, exactly meeting the official
growth target despite the Liberation Day tariffs. Yet the significance of this performance
lies less in the headline number. A new growth pattern has clearly emerged and sup-
ported this performance in 2025: consumption and net exports contributed 2.6 and 1.6
percentage points respectively, both higher than 2024 levels, while investment declined
to 0.8 from 1.3 percentage points.

This chapter argues that the 2025 snapshot reflects an emerging configuration of
China’s economywith several distinctive features. First, growth is becomingmore export-
led, even if consumption retains some importance. Second, at the same time, China is un-
dergoing a rapid expansion of its skilled labour force, with the college-educated popula-
tion projected to more than triple between 2010 and 2030. This skills surge is accelerating
the shift towards advanced manufacturing exports and, in turn, reshaping China’s com-
parative advantage. Third, this transition also creates an absorption challenge: if skilled
labour expands faster than domestic demand can productively absorb it, policy pressure
will mount to scale advancedmanufacturing exports in order to preserve domestic stabil-
ity. As reliance on such exports grows, trade frictions are also likely to intensify, raising
the strategic importance of rules-based trade agreements in stabilising external demand.
Last, these adjustments will not be spatially uniform. Instead, they are likely to be me-
diated through uneven sub-national patterns, with the Greater Bay Area in particular
emerging as a dynamic hub of trade and growth, especially in relation to ASEAN.

The following sections unpack these arguments in detail using the latest national
and sub-national statistics that became available in 2025 and early 2026.

1.2 The Skills Surge and the Export Imperative
Export-led Model. The first step in assessing this argument is to examine how China’s
growth composition has evolved. Table 1.1 highlights a clear shift in China’s growth com-
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position over time. Prior to COVID, consumption was the dominant driver, contributing
around 4–5 percentage points to GDP growth, while investment remained stable at about
2 points and net exports played a secondary and often volatile role. This pattern was first
disrupted by the 2018 trade war and then more severely by the pandemic and the 2022
dynamic zero lockdowns.

Since then, net exports have re-emerged as a more consistent contributor, adding
around 1.5 to 1.6 percentage points in recent years, while consumption has only partially
recovered to the 2.2 to 2.6 range. Investment, by contrast, has continued to weaken and
fell below one percentage point in 2025.

Table 1.1: China’s Growth Composition and Path to 2035 Doubling Target

Note: ACI calculations based on data from the National Bureau of Statistics of China. Cumulative
growth is computed using compound annual growth rates.

This does not mean that China has fallen off its long-term growth track. On the con-
trary, cumulative growth reached 29 per cent in 2025 relative to 2020, slightly above the
25 per cent needed to remain on course to double the economy by 2035. While many
pundits view the 2026 growth target of 4.5% to 5% as a downgrade of China’s growth
prospects, our calculations show that the band remains exactly above the annual com-
posite growth rate of 4.48% required over the next decade to reach the 2035 doubling
target, which gives China developed country status. The headline trajectory therefore
remains intact (Ng, 2026; Song, 2026; South China Morning Post, 2026).

What has changed is the underlying balance of demand (Magnus, 2026). As shown
in Figure 1.1, consumer confidence has not returned to its pre-pandemic range and has
instead stabilised at amuch lower level since 2022. The earlier period of strong and steady
confidence, which supported consumption-led growth, has given way to amore cautious
household outlook.

At the same time, inward FDI dynamics show signs of gradual recovery following
a sharp contraction. Figure 1.2 indicates that after turning negative in 2023 and reach-
ing a trough in 2024, inward FDI has begun to stabilise and improve through 2025–2026,
although it remains below earlier levels. This suggests that while external investor senti-
ment has weakened, the pace of deterioration has slowed and early signs of recovery are
emerging.
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Collectively, these trends point to a more constrained but stabilising domestic envi-
ronment (BloombergNews, 2026a; Green and Parker, 2026). With subdued consumption
confidence, struggling domestic investment, and inward FDI only gradually recovering,
the burden of sustaining growth shifts more decisively toward external demand and pro-
ductivity gains (Arcesati, 2026; Kennedy, 2026; McCarthy, 2026).

Figure 1.1: Consumer Confidence Index

Source: National Bureau of Statistics of China.

Figure 1.2: Inward Foreign Direct Investment Growth (%)

Source: Ministry of Commerce, China.
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Skills Surge andTech Exports. This shift in the growthmodel becomes evenmore signif-
icant when viewed alongside a parallel development: the rapid expansion of the skilled
labour force, which is reshaping the underlying drivers of growth.

Table 1.2: New University Graduates and Labour Force Trends (2010=100)

Source: ACI calculations based on data from the National Bureau of Statistics of China

Table 1.3: Total College-educated Population vs Total Population

Source: ACI calculations based on data from the National Bureau of Statistics of China

Table 1.2 and 1.3 point to a structural divergence: new university graduates rose
by 87% from 2010 to 2024, while the total labour force remained broadly flat. At the
same time, the college-educated population increased from 119.6 million in 2010 to 218.3
million in 2020, and is projected to exceed 365 million by 2030—more than tripling over
two decades—despite overall population stagnation.

The implication is that China’s labour endowment is no longer contributing to eco-
nomic growth through factor accumulation in labour quantity; in fact, this channel has
plateaued and the labour quantity has stopped growing. Instead, it is now driven by a
rapid upgrading in quality.

This matters because it strengthens China’s comparative advantage in skill-intensive
production. As the supply of skilled labour expands, its relative scarcity declines, low-
ering its relative cost vis-à-vis unskilled labour. This shifts firms’ incentives: advanced
manufacturing and technology-intensive activities becomemore attractive relative to tra-
ditional labour-intensive production. Export upgrading, in other words, is not simply the
outcome of industrial policy or firm strategy; it is increasingly rooted in a deeper struc-
tural rebalancing of relative factor costs and skilled endowments.

Absorption Challenge. Yet this same development also creates a difficult adjustment
problem. Once an economy has accumulated a large stock of skilled labour, it cannot
easily revert to less skill-intensive forms of production without generating inefficiencies.
The production structure becomes anchored in higher-value sectors.
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This creates a clear absorption challenge. The scale and speed of the skills surge
will generate enormous labour market frictions, if domestic demand, especially in high-
productivity services, does not expand quickly enough to absorb this growing pool of
workers, then pressure will inevitably build to expand advanced manufacturing exports
at a pace that matches skills supply.

Otherwise, the result could be underemployment, “involution”, underutilisation of
human capital, and a drag on consumption itself. At the same time, the resulting excess
supply of skilled labour would further depress its relative cost, amplifying China’s com-
petitiveness in advanced manufacturing exports. From an external perspective, this dy-
namic may well be characterised by pundits as “excess capacity” (Kennedy and Rozelle,
2025).

1.3 Trade Reallocation
This makes the trade question central. If net exports are becoming more important and if
advanced manufacturing is increasingly needed to absorb China’s skills surge, then the
next issue is where the external demand is coming from.

Table 1.4 shows a clear reconfiguration of China’s trade dynamics in 2025. First, the
Liberation Day tariffs produced a sharp contraction in China–US trade, with exports to
the United States falling by 727 billion RMB (–19%) and imports falling by 164 billion
RMB (–14%). This implied a decline in net exports to the US of 563 billion RMB, which
should in principle have dragged on growth.

Yet overall net exports continued to expand despite this shock. The reason is that
demand was redirected elsewhere, above all towards ASEAN and the EU. Exports to
ASEAN rose by 586 billion RMB (+14%), while imports from ASEAN shifted from a
positive increase of 85 billion in 2024 to a contraction of 30 billion RMB in 2025. Exports to
the EU also accelerated while imports remained flat. This suggests not merely resilience,
but a substantive reallocation of external demand.

Third, the data points to negative spillovers to ASEAN from the Liberation Day tar-
iffs. Import growth from ASEAN fell from +85 billion RMB to -30 billion RMB, while
imports from other major origins remained positive. This suggests collateral damage to
regional supply chains, as ASEAN’s exports to China are heavily concentrated in inter-
mediate goods. Similar patterns have also been observed during the US-China trade war
in 2018.

Fourth, the data suggests that China’s net export growth reflects genuine market re-
orientation rather than simple transhipment through ASEAN. Exports to ASEAN contin-
ued to rise strongly, while imports from ASEAN declined from +85 billion RMB to –30
billion RMB. If trade were primarily being rerouted through ASEAN for onward ship-
ment to the US, intermediate imports from ASEAN would be expected to increase, not
contract. The observed pattern instead points to final demand being redirected toward
ASEAN and other markets, indicating a substantive shift in China’s external demand
structure and a reconfiguration of supply chains.
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Table 1.4: ASEAN as the Primary Driver of China’s Net Export Growth

Source: ACI calculations based on data from the National Bureau of Statistics of China

Trade reallocation alone is not sufficient. The composition of exports determines
whether this shift can sustain growth. Given the expansion of the skilled labour force,
the key issue iswhether export growth is concentrated in skill-intensive sectors capable of
absorbing this supply. The next table examines the structure of exports to assess whether
this transition is already evident in the data.

Table 1.5 shows a clear shift in the composition of China’s exports from consumer
goods to advanced manufacturing between 2019 and 2025. First, smartphones remain
the largest export category, but their value has largely plateaued and slightly declined,
indicating maturity rather than expansion. This suggests that while electronics remains
central, growth is no longer driven by traditional flagship categories.

Second, there is a rapid ascent of advanced manufacturing sectors up the export
ranking ladder. Integrated circuits (HS8542) have surged to the second position, while
cars (HS8703), lithium-ion batteries (HS8507), display modules (HS8524), and electrical
transformers (HS8504) have moved prominently into the top ranks. These categories re-
flect a shift toward higher value-addedmanufacturing products such as semiconductors,
flat panels, and automotives, consistent with rising skill intensity and industrial upgrad-
ing.

This stands in contrast to earlier phases of export growth: a decade ago, reports
noted that China captured only around US$10 of value added from an iPhone assembled
domestically, highlighting the limited domestic value capture in mature electronics. The
plateauing of smartphone exports alongside the rise of these higher value-added sectors
suggests a move away from assembly-based production toward greater value capture
within the production chain.

This shift is also reflected in the declining relevance of traditional consumer goods.
Categories such as furniture, toys, plastics, apparel, and footwear have either fallen in
rank or become less dominant in overall export value. This indicates a structural move
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away from labour-intensive exports towardmore complex, technology-intensive produc-
tion.

Table 1.5: The Shift to Advanced Manufacturing: China’s Top Exports in Billion RMB

Source: ACI calculations based on data from the General Administration of Customs of the PRC

Last, Table 1.5 shows the emergence of de minimis shipments (HS9804) as a top
export category, signalling a newmode of trade. This could either reflect the rise of cross-
border e-commerce or greater fragmentation of trade flows.

Across the board, the data points to a structural shift in China’s export model from
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scale-driven, labour-intensive production towardhigher value-added, skill-intensiveman-
ufacturing with greater domestic value capture. Mature categories such as smartphones
have plateaued, while sectors aligned with technological capability—semiconductors,
automotive systems, and advanced components—are rising rapidly in prominence. This
reflects not only upgrading, but also a repositioning of China’s industrial base toward
areas where talent capability, not low-cost labour, determines competitiveness.

1.4 Implications for Trade Policy
The emerging configuration carries clear implications forChina’s trade strategy. As growth
becomes more dependent on advanced manufacturing exports, external demand is no
longer a passive outcome but a binding constraint on domestic stability. The scale of
the skills surge and the structural anchoring of production in higher value-added sec-
tors means that Chinamust secure sustainedmarket access for increasingly sophisticated
goods, often in sectors that are already politically sensitive in major economies.

First, trade frictions are likely to intensify rather than recede (Bloomberg News,
2026b; Hu, 2026; Portén, 2026; Sharma, 2026). The rise of semiconductors, automotive
products, and advanced components places China in greater direct competition with
incumbent industrial economies. Beyond the sectors already evident in the data, the
ongoing skills surge is likely to extend China’s comparative advantage into other high-
technology domains. As capabilities deepen, these sectors could follow a trajectory simi-
lar to electric vehicles, moving rapidly from domestic scale to global competitiveness. As
a result, they may emerge as additional focal points of trade frictions.

Unlike labour-intensive goods, these sectors are closely tied to national security, in-
dustrial policy, and technological leadership. As a result, market access will increasingly
be shaped by regulatory barriers, standards, and geopolitical considerations rather than
tariffs alone.

Second, this raises the strategic importance of rules-based trade frameworks for
China. Agreements such as ACFTA, RCEP, or evenWTOplurilaterals such as the ITA and
JSI on e-commerce provide not only tariff reductions but, more importantly, institutional
predictability, rules of origin cumulation, and a platform for rules-based cooperation. In
a context where unilateral measures and fragmentation are rising, such frameworks help
stabilise external demand by embedding China’s exports within regional production net-
works that are harder to unwind.

Third, ASEAN’s role becomes structurally more significant. The data already shows
that ASEAN is absorbing a significant share of China’s exports, with China running a
widening trade surplus vis-a-vis ASEAN. At the same time, the durability of this rela-
tionship will depend not only on economic complementarities, but also on maintaining a
stable and mutually beneficial framework for cooperation. Continued efforts to expand
market access, enhance connectivity, and develop practical, rules-based arrangements
can help anchor this relationship over the long term. In this context, steady and pre-
dictable engagement will be as important as scale in supporting deeper regional integra-
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tion.
Finally, the policy challenge is to align trade strategy with the evolving composition

of exports. Traditional approaches focused on volume expansion are no longer suffi-
cient. Instead, there is a need to secure market access in sectors where entry barriers are
higher, standards are evolving, and competition is strategic. This requires a more proac-
tive approach to trade negotiations, standard-setting, and economic diplomacy, where
the objective is to ensure that China’s emerging industrial strengths can be sustained in
an increasingly contested global environment.

Table 1.6: Sub-national Trade by Major Partner

Source: ACI calculations based on data from various statistical yearbooks.

1.5 Sub-national Adjustment: Trade, Skills, Newborns
These national adjustments are ultimately carried by sub-national economies, which is
why the provincial patternmatters. Table 1.6 establishes the structural sub-national base-
line for China’s external trade: diversified at the national level, but concentrated and dif-
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ferentiated across a small number of leading provinces.
This dualitymatters. It suggests that the adjustment inChina’s growthmodel—toward

advanced manufacturing and external demand—will not be uniform, but will be medi-
ated through distinct sub-national roles and capacities. To understand how this transition
is taking shape, this section provides a sub-national snapshot, examining how trade pat-
terns interact with the distribution of skills and demographic pressures across provinces.

Trade. At the sub-national level, Table 1.6 shows that trade is highly concentrated in
the Greater Bay Area (GBA; Guangdong) and the Yangtze River Delta (YRD; Jiangsu,
Zhejiang, Shanghai).

Guangdong consistently dominates exports across major markets such as ASEAN,
US, and the EU. Importantly, Guangdong’s largest export is to Hong Kong which sug-
gests Hong Kong’s role as a transhipment gateway for Guangdong. The YRD provinces
such as Jiangsu andZhejiang also play a notable role tradingwith Korea, Japan, and other
emerging markets such as Latin America and Africa. Shanghai stands out more promi-
nently on the import side, particularly with the EU, Japan, and the US, consistent with its
position as a major entry point for high-value goods.

This pattern indicates that while China’s national trade is diversified, its execution
is geographically concentrated and functionally differentiated across leading provinces.

In addition, ASEAN stands out for its relatively low concentration in GBA and YRD,
compared to other partners. The key province share for ASEAN is around 52–53 percent,
noticeably below that of the US, EU, Hong Kong SAR, and Taiwan, where shares typi-
cally exceed 60 percent. This suggests that trade with ASEAN is more geographically
dispersed across China, rather than tightly anchored in a few coastal hubs. In contrast to
advanced markets, where trade is dominated by leading provinces, ASEAN-linked trade
appears to engage a broader set of sub-national regions.

Table 1.7: China-ASEAN Trade and Guangdong’s ASEAN-6 Linkages

Source: ACI calculations based on data from various statistical yearbooks.

Table 1.7 gives a further breakdown of China’s trade with ASEAN, by including ad-
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ditional coastal provinces such as Shandong, Fujian, Guangxi, and Hainan. This allows
for a more complete view of how ASEAN trade extends beyond the core GBA-YRDman-
ufacturing hubs and into secondary coastal regions.

Among these, Shandong emerges as a significant secondary trading nodewithASEAN,
ranking fourth in exports and second in imports among Chinese provinces. Fujian also
plays a notable role, with exports of RMB 283 billion against RMB 164 billion in imports.

Guangxi stands out in China’s sub-national trade strategy for its role in the New
International Land–Sea Trade Corridor, serving as a key gateway to ASEAN. This is re-
flected in its position as the fifth-largest exporting province to ASEAN. Hainan’s ASEAN
trade remains limited, consistent with the fact that the Free Trade Port (FTP) will only
become operational in December 2025. It remains to be seen whether the FTP will mate-
rially expand Hainan’s role in ASEAN trade.

The Guangdong–ASEAN-6 breakdown shows a clear variation in trade volumes
across partner countries. Trade with Vietnam is the largest, with exports of RMB 221
billion and imports of RMB 180 billion. Malaysia also records substantial trade, with
exports of RMB 154 billion and imports of RMB 156 billion. A second tier of partners
includes Thailand, Indonesia, and Singapore, with broadly comparable trade volumes,
while the Philippines records smaller volumes, at RMB 84 billion in exports and RMB 57
billion in imports.

Skills. Table 1.8 shows the distribution of China’s skilled labour across coastal provinces
based on the 2020 Population Census. Guangdong leads with 20 million skilled workers,
followed by Jiangsu (16 million) and Zhejiang (11 million), while Shanghai stands out
in intensity, with 34% of its population classified as skilled.

Table 1.8: Population, Skilled Labour, and Skill Intensity by Coastal Province (2020)

Source: ACI calculations based on data from the 2020 Population Census

Beyond this core, provinces such as Guangxi and Hainan remain thin in both scale
and intensity. Evenwithin the coastal belt, a clear structure emerges: scale in Guangdong
and Jiangsu, intensity in Shanghai, and limited spillover to peripheral regions.
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This pattern points to a differentiation of roles among leading provinces. Guang-
dong and Jiangsu anchor the system through scale, supporting broad-basedmanufactur-
ing capacity, while Shanghai concentrates on higher skill intensity, alignedwith high-end
services and frontier segments of advanced manufacturing.

Newborns. Table 1.9 highlights a sharp divergence in demographic trajectories across
China’s coastal provinces, with implications for future labour supply andworkforce com-
position.

Table 1.9: Guangdong is Leading in Newborns Demographics

Source: ACI calculations based on data from the National Bureau of Statistics of China

At the national level, births declined by 39%between 2005 and 2024, from15.7million
to 9.5million. Most coastal provinces saw significant contractions. Jiangsu and Shandong
saw a sharp decline of nearly 50%, Zhejiang a slightly milder 31%, and Shanghai -16%.
Guangdong stood out as the exception: births increased slightly from 1.09 million to 1.13
million (+3%), raising its national share from 7% to 12%.

This divergence feeds directly into workforce aging. Provinces with falling births are
likely to see faster aging of their labour force. In contrast, Guangdong combines both cur-
rent scale (20 million skilled workers, the largest in China) and continued demographic
inflow.

The implication is a difference in ecosystem capacity. Guangdong’s larger andyounger
pipeline supports a more dynamic labour structure at scale. By comparison, Shanghai,
while highly skilled (34% skill intensity), has only 118,000 births in 2024 and a flat 1%
national share, implying a smaller and aging inflow of future workers.

By contrast, provinces such as Shanghai will operate with amore aging skilled work-
force. High skill intensity can be maintained, but without demographic renewal, the sys-
tem becomes more specialised and less expansive. The implication is straightforward.
Guangdong’s advantage lies not only in current scale, but in its capacity to renew that
scale. In a contracting and aging national system, this makes it the most viable base for
sustaining a large, adaptive economic ecosystem.
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1.6 Synthesis: An Emerging Growth Configuration
Viewed together, these patterns suggest that China’s 2025 growth model is not best un-
derstood as a temporary adjustment to external shocks. It is better seen as the early ex-
pression of a deeper structural reconfiguration. Growth is becoming more externally
anchored. The economy’s factor endowment is shifting decisively toward skilled labour.
Export composition is moving into advanced manufacturing. Trade policy is becoming
more central because market access now bears more directly on domestic absorption and
stability. And these adjustments are being carried unevenly across provinces, with some
regions far better placed than others to adapt. The significance of this emerging config-
uration lies precisely in this interaction of macro growth, labour force transformation,
trade reallocation, and sub-national differentiation. It is this interaction, rather than any
single indicator in isolation, that will shape China’s next phase of development.

1.7 Motivation and Roadmap of the Book
This final section discusses the motivation of this project and delineates the roadmap of
the book.

The regional disparity inChina is often considered a natural consequence of the vary-
ing population distribution, resource allocation and social conditions across the coun-
try. Any policy intervention tackling the uneven economic development across China
requires mapping out each region’s strengths and weaknesses. However, China’s high
GDP growth since the late 1970s has often obscured the issue of large regional disparities.
In the spirit of highlighting China’s sub-national disparities and facilitating sustainable
and inclusive growth, ACI has developed a comprehensive methodology and framework
for assessing competitiveness at the sub-national level. This methodology is employed
not only in this book but also in ACI’s prior publications on Greater China, Indonesia,
India, and ASEAN. Our work and publications contribute to the literature on regional
economic development by concentrating on competitiveness analysis and rankings at the
sub-national level, moving beyond the traditional focus on national-level analysis.

Since the release of ACI’s inaugural volume on the Greater China economies, the
comprehensive competitiveness index has beenused to rank the 34GreaterChina economies
according to various dimensions. ACI aims to provide an annual update, and this up-
dated book includes data from 2000 to 2024, incorporating the latest available informa-
tion at the time of data collection in 2025.

This book comprises four chapters. Chapter 1 outlines macroeconomic trends and
policy developments, highlighting the shift toward export-led growth, the rising role of
ASEAN, the central role of advanced manufacturing, and the increasing importance of
rules-based frameworks in stabilising China’s advanced manufacturing trade. Chapter
2 presents the methodology and provincial competitiveness rankings, alongside simu-
lation analysis to identify areas of convergence. Chapter 3 examines regional competi-
tiveness patterns and the persistence of spatial disparities, and further illustrates these
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dynamics through case studies of electric vehicle and semiconductor supply chains in
the Yangtze River Delta and Greater Bay Area. Chapter 4 analyses the policy implica-
tions of this externally anchored growth model, focusing on the role of rules-based trade
frameworks. It provides evidence that the expansion of the WTO Information Technol-
ogy Agreement helped cushion China’s high-tech exports in 2020–2024, while stimulat-
ing imports and moderating trade imbalances. In this context, rules-based arrangements
function not only as market access tools, but as stabilising mechanisms under external
pressure.

Collectively, the volume seeks to provide a structured assessment of how China’s
sub-national economies are positioned within an evolving growth model, and how do-
mestic competitiveness and external frameworks interact in shaping the country’s devel-
opment trajectory.
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