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The Impact of “Dual-circulation” Strategy on China’s
Regional Economic Pattern: Based on Smith’s Division
of Labor Theory

. .1 2 3
Liu Junhui, Zhang Gu”, An Husen
(1. School of Geographical Sciences, Northeast Normal University, Changchun 130024, China; 2. School of

Economics, Lanzhou University, Lanzhou 730000, China; 3. Institute of Economics, Nankai University, Tianjin
300071, China)

Summary: Under the background of “dual-circulation” strategy and guided by Smith’s division of labor
theory, this paper sets up a regional economic model with “dual-circulation” characteristics based on the inter-
mediate input model of the new economic geography theory and the human capital model of the new growth
theory. Also, the model absorbs the research results of the neoclassical theory on division of labor and integ-
rates the congestion effect brought by land factors. On this basis, this paper deeply analyzes the driving forces
behind the evolution of China’s regional economic pattern, and explores the impact of the implementation of
“dual-circulation” strategy on China’s regional economic pattern through the numerical simulation and empir-
ical test. It is found that: First, the development gap between coastal and inland regions will experience a pro-
cess of rapid increase, rapid decrease, and slow increase. Although the gap will converge in the medium term,
it will not disappear, even face a widening risk in the later stage. Second, the development gap between coastal
and inland regions is closely related to the external and internal transaction efficiency of the two regions. Un-
der the principle of division of labor, it will evolve into different regional industrial structures and lead to eco-
nomic development gaps between regions. Third, the implementation of “dual-circulation” strategy mainly af-
fects China’s regional economic pattern from the perspective of transaction efficiency. The regional develop-
ment gap in China will tend to narrow when following the environment of foreign trade protection policies, the
improvement of domestic regional integration, and the decrease of inland foreign trade costs. The results indic-
ate that the formation of China’s regional economic pattern is the result of the evolution of regional division of
labor under market competition, and is a manifestation of Smith’s division of labor theory in the regional eco-
nomy. This paper not only solidifies the micro foundation of regional economic relationship analysis, but also
proves the rationality of Smith’s division of labor theory from mathematical, empirical, and practical perspect-
ives, which provides theoretical support for the study of spatial economic issues in the context of “dual circu-
lation” .

Key words: “dual-circulation” strategy; Smith’s theory; regional economic pattern; North -South

gap; new economic geography
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