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Study on the Circulation Pattern to Meet Domestic
Demand and Its Optimization: Also an Analysis of the
Formation of Circulation within the Province and the

Network of Inter-provincial Circulation

LI Jing, WANG Lei
(School of Economics, Anhui University, Hefei 230601, Anhui, China)

Abstract: To some extent, the“bottleneck” problem faced by China reflects that globalization has not only
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provided resources exchange channels for countries, but also “endowed” countries in a dominant position with
the ability to influence the production and development of other countries by regulating the outflow of resources.
In the globalization of crises and opportunities, building a relatively safe and efficient domestic supply system
not only needs to dredge the blockages in production links, but also needs to give play to the advantages of
major countries, strengthen regional linkage, and improve the resilience and stability of domestic supply
chains. Based on this, this paper uses the inter-regional input-output table of China in 2007, 2012, 2015, and
2017 to construct the decomposition framework of international, inter-provincial, and intra-provincial self-
circulation at the provincial and industrial levels, and analyzes the domestic supply and demand pattern formed
in the production link from the perspective of added value to meet the domestic demand for final products. The
key points vulnerable to the influence of foreign supply are identified from the demand pattern, and the feasible
path of cohesion of regional development forces is explored from the supply pattern.

The results show that: first, on the demand side, China’ s coastal region is more inclined to use the added
value from abroad in production, while the inland region is more dependent on resource exchange and division
of labor cooperation between provinces. Therefore, the production of the coastal region is more susceptible to
the influence of external supply; second, in high-tech manufacturing and mineral and energy sectors, China
has the security risk of being “stuck” and cut off, and these painful problems will hinder the smooth flow of
China’ s economic cycle; third, on the supply side, Chinese provinces show a high level of self-circulation and
inter-provincial segmentation, forming a provincial self-circulation model driven by local demand to integrate
local production resources, reflecting the production layout towards the demand market, and the government’ s
protection of local areas will also boost the formation of provincial self-circulation. In addition, different
industries also have heterogeneous effects on the formation of provincial self-circulation; fourthly, in China’ s
inter-provincial circulation network, the supply pattern of inter-provincial complementary advantage and mutual
benefit has been formed initially.

Compared with previous studies, this paper constructs the decomposition framework of the economic cycle
in the production link, and further decomposes the domestic big cycle into inter-provincial cycle and self-cycle
within the province, which is a more in-depth and comprehensive discussion on the issue of the economic
cycle. Based on the research of this paper, to unblock the economic cycle in the production link, it is
necessary not only to solve the “bottleneck” problem by insisting on independent innovation, but also to be
alert to the supply risk of minerals and energy. In addition, to gather regional development synergy, it is also
necessary for each province to continuously shape its advantages to expand the space for inter-provincial
cooperation and empower the construction of a higher level of domestic circulation, while curbing the
government’ s tendency of local protection.

Key words: circulation pattern; circulation within the province; inter-provincial circulation; international
circulation; circular network ; input-output model
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