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The Estimation of China’s Inter-provincial Trade Potential
—Based on the Perspective of Comparison between
Domestic Trade and International Trade
SHI Bingzhan ZHANG Ruien

Abstract. Limited by subject classification and data availability, most existing re-
search separates the domestic flow of goods and international one, which does not reflect
the integrity of dual circulation. Thus, we integrated the trade data among provinces in
China as well as that between China’s provinces and foreign countries, and emphasized the
development trends and distribution characteristics of China’s inter-provincial trade
potential by comparing domestic and international trade. Estimation results obtained from
the gravity model show that the potential index of China’s inter-provincial trade is higher
than that of its international trade; there are evident regional differences in the distribution
of inter-provincial trade potential, i. e., the central part of China has the highest potential
for inter-provincial trade, followed by west and east of China; the source of inter-
provincial trade potential is transferred from the coastal areas to central and west of China,
especially for Central China and southwest part; in terms of industrial structure, industries
of consumer goods and high technology have more potential for inter-provincial trade. The
conclusion of this article remains robust after considering multilateral trade resistance, in-
dex setting, and extreme values. The above conclusion indicates that compared with the
external circulation, China’s internal circulation potential is sufficient and promising,
whereas compared with the intensity of opening-up, the breadth and depth of internal re-
form can be further strengthened.

Keywords: Inter-provincial Trade Potential; Export Potential; Gravity Model;

Dual Circulation
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