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Abstract 
The way to govern a country starts with enriching the people." Common prosperity is a 
great goal that our country is striving to achieve at present. Achieving common 
prosperity not only demonstrates the original intention and mission of our party, but 
also is an important feature of the Chinese-style modernization path. However, there is 
still a problem of unbalanced regional development in my country, and the development 
differences between the eastern, central and western regions are still very large, which 
increases the difficulty of achieving common prosperity. This paper uses the cross-
sectional data of 18 provinces across the country in 2020 to conduct empirical research, 
deeply explores the relationship between economic complexity, economic growth and 
regional development imbalance, and tries to put forward corresponding suggestions 
for this impact. 
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1. Introduction 

Since Comrade Deng Xiaoping put forward the concept of common prosperity in 1955, common 
prosperity has always been the great goal that the Communist Party of China wants to achieve. 
Since the 18th National Congress of the Communist Party of China, we have strengthened our 
determination to take the road of common prosperity. After the comprehensive poverty 
alleviation in 2020, the gap between the rich and the poor is still serious, and it is particularly 
important to achieve common prosperity. We have now entered a moderately prosperous 
society, and the primary goal now is to continue to do well in making the cake bigger and 
dividing the cake well. While promoting high-quality development, we should gradually narrow 
the gap and resolutely prevent polarization. Common prosperity is the essential requirement 
and goal of socialism, and it is inseparable from economic development. To achieve common 
prosperity, it is necessary to solve the problems of how to narrow the income gap of residents 
and unbalanced regional development on the basis of generally increasing the income of 
residents. Due to the differences in natural conditions, economic structure and economic 
complexity among regions, the economic development among regions is relatively unbalanced. 
Therefore, the reasons for the differences in regional development are explored in detail. At the 
same time, through the study of cross-sectional data, relevant measures are established. The 
model draws research conclusions, and then puts forward effective solutions in a targeted 
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manner, which is conducive to achieving balanced and coordinated development among 
regions and more adequate high-quality development, and is also a key part of achieving 
common prosperity. 

2. Literature Review 

In recent years, many scholars have proposed that the development of economic complexity 
can further improve the efficiency of regional economic growth (Zhang Qizai, Wu Yejun et al., 
2012), and pointed out that economic complexity can become a new driving force to promote 
high-quality economic development in my country (An Jin, 2014). Nationally, He Canfei et al. 
(2021) analyzed the development and evolution of economic complexity; in terms of regional 
economic growth, Peng Rongxi et al. (2021) took the urban economy of the eastern coastal 
areas of China as an example to study the impact of regional economic complexity on the growth 
of industrial value chains, construction The influence of local industrial clusters and improving 
the level of industrial levels; Yu Zhiqian and Zhu Ning (2021) proposed that in terms of overall 
efficiency, the degree of improvement in economic growth efficiency in less developed regions 
is more prominent. Aiming at the problem that the increase in economic complexity is one of 
the main reasons for the formation of regional economic differences (Song Changqing, Li Zilun, 
etc., 2013), this project selects 18 typical examples from the eastern, central and western 
provinces to test the economic complexity The improvement of the regional economy will 
narrow the regional economic differences, and then promote the realization of common 
prosperity. The above conclusions provide theoretical and empirical support for the 
development of economic complexity to improve the efficiency of regional economic growth, 
and also have certain enlightenment significance on how to improve economic complexity to 
achieve high-quality regional economic development. 
Abroad, Hausmann and Klinger (2006) argue that economic complexity is a reflection of a 
country's ability to produce more and more complex products. Hidalgo and Hausmann (2009) 
put forward the product space theory, emphasizing the role of knowledge, technology and 
capability in sustained economic growth. In the study of economic complexity on regional 
imbalances, foreign scholars tend to use data analysis. Based on cross-country panel data, 
Hartmann et al. (2017) found that the improvement of economic complexity can help narrow 
the income gap, reduce the gap between the rich and the poor, and promote regional 
development. Economic growth, Lee and Vu (2019) are also based on cross-country panel data, 
and it is only through the intermediate data of income change that higher economic complexity 
can help reduce regional economic imbalances. 
Overall, the existing related research provides a literature basis and a solid theoretical basis for 
this project, but also shows some shortcomings: First, in the existing domestic and foreign 
scholars' research, the economic complexity index is mostly used in the study of national export 
products , there are few studies on the degree of regional specialization and economic 
development. Second, existing research is limited to regional differences in economic 
complexity, and no scholars have conducted in-depth research on regional differences in the 
coupling and coordination of economic complexity and regional economic growth. Accordingly, 
based on the data of economic complexity of 18 provinces in China in 2020, this project focuses 
on the evolution of the two and their potential relationship, reveals my country's economic 
complexity and the status quo of regional economic development, and helps us better 
understand my country's economic development. The reasons and driving forces promote the 
coordinated development of regional economy. 
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3. Theoretical Interpretation 

Regarding how to explain the factors that economic complexity plays on economic growth and 
regional development imbalance, this paper starts from the theoretical background of 
economic complexity. Economic complexity is the degree of interdependence among industries 
in the economic system, and is a comprehensive measure of the technical content of regional 
production structures. There are two main research paths on the impact of economic 
complexity on economic development: one is the source of economic growth and accounting 
models, and the other is Smith's theory of division of labor and Ricardo's relative comparative 
advantage. The former is analyzed from a macro perspective. The economic growth of a country 
is affected by many factors, including the space for demand growth, as well as the input of 
production factors, resources, technology, culture and other factors. With the continuous 
development of society and economy, the factors of technology and culture are affected The 
power of production is increasing day by day, while the contribution of factors of production 
labor, capital, and land to economic growth is declining. The latter is analyzed from the 
theoretical analysis of economists Adam Smith and Ricardo. Both of them believe that the 
increase of social wealth is affected by the accumulation of capital. The difference is that Adam 
Smith tends to further improve productivity on the basis of the original social wealth, while 
Ricardo focuses on how to create New social wealth increases capital accumulation. 
In addition, economist Ricardo Hausmann and physicist Cesar Hidalgo also found that the 
complexity of products has a positive correlation with the country's future economic growth. 
The relationship between growth, emphasizing that there are differences in the products 
themselves, and self-reinforcing products can promote economic growth, which requires a 
country to concentrate its comparative advantage on products with strong endogenous 
advantages, thereby driving a country's economic growth. Therefore, it involves the 
relationship between product complexity and economic complexity. The products produced 
have a higher content of investment in technology, talent, capital, management and other 
elements. The higher the product complexity, the higher the economic complexity, reflecting 
the space for economic development. The bigger the value, the lower the economic 
development space. 
Taking the eastern, central and western regions of my country as examples to illustrate. Since 
the reform and opening up, with the east as the development strategy center, my country's 
economic development has achieved remarkable results. At the same time, the problem of 
regional disparities has become prominent. For the eastern region, more technologies, 
management, funds, talents, information, etc. required for the production of complex products 
have been gathered. , the economic complexity is high, and the economy develops rapidly, while 
the central and western regions are limited by natural resources, infrastructure and other 
factors, the economic complexity is low, and the economic development is far behind the east. 
Studies have shown that since the 18th National Congress of the Communist Party of China, 
although the economic development of the east and the west has generally improved, the 
overall differences between the east and the west have become prominent. 
From the above discussion, it can be seen that the contribution of economic complexity to 
economic growth is positively correlated. Areas with high economic complexity can often 
attract more inflows of technology and talents, further improve the regional production 
structure, develop markets, and accelerate the process of urbanization. As far as the eastern, 
central and western regions of my country are concerned, the contribution of economic 
complexity to the central and eastern regions is much higher than that of the western regions. 
Therefore, it can be speculated that economic complexity will affect the coordination of 
economic growth and regional development. 
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4. Econometric Model 

4.1. Empirical Model Setting 
This paper follows the method of previous scholars using cross-sectional data sets for 
econometric analysis, and constructs a cross-sectional data set of 18 provinces (autonomous 
regions and municipalities) across the country in 2020, in order to better describe the impact 
of economic complexity in different regions on economic development in 2020. Impact. In order 
to examine the relationship between economic complexity and economic development, we 
need to establish a function of factors affecting economic growth. This paper sets the following 
measurement model: 
 

ln 𝐺𝐷𝑃 = 𝛼 + 𝛽 𝐸𝐶𝐼 + 𝛽 𝐼𝑁𝐷 + 𝛽 𝐸𝐷𝑈 + 𝛽 𝑂𝑃𝐸𝑁 + 𝛽 𝐹𝐷𝐼 + 𝜇 
 
Where 𝜇 is the random error term of the model, and 𝛽  is the parameter of each explanatory 
variable. 

4.2. Selection of Indicators and Data Explanation 
The data used in the econometric analysis in this paper are from the “China Statistical Yearbook” 
of various provinces and cities, except that the economic complexity (ECI) mainly comes from 
the OEC data visualization and distribution platform, and the analysis objects are 18 provinces 
and municipalities in China. and autonomous regions, take 2020 cross-sectional data. 
4.2.1. Selected by Explanatory Variables 
The commonly used measurement indicators of regional economic growth mainly include GDP, 
per capita GDP and other indicators. In order to more objectively show the differences in 
economic development between regions, this paper selects the logarithm of regional per capita 
GDP (ln GDP) as the measurement index. 
4.2.2. Selection of Explanatory Variables 
Economic Complexity (ECI). 
Economic complexity is a measure of economic capability. In the process of economic 
complexity development, scholars usually explore the relationship between differences in 
economic development among countries and economic complexity, and there is little research 
on the relationship between differences between specific regions and economic complexity. But 
for a country as vast as China, it is necessary to explore the relationship between differences in 
economic development between regions and economic complexity. What's more, with the 
advancement of the concept of common prosperity, it is urgent to solve the development 
imbalance between regions. The Economic Complexity Index (ECI) in this paper comes from 
The Observatory of Economic Complexity (OEC), an online data visualization and distribution 
platform, which has the economic complexity measurement data of various provinces and cities 
in recent years, and is relatively accurate. From a sample selection point of view, it is 
appropriate to choose the data that this platform has. 
Industrial Added Value (IND). 
Compared with agriculture and services, industry is more cyclical and closely related to 
economic hot and cold conditions. Therefore, industrial added value has a great impact on 
economic changes. In this paper, the industrial added value of each province and city is selected 
as a variable, which is represented by IND. 
Human Capital (EDU). 
Human capital is an indispensable element in economic development and an important driver 
of technological progress. This paper follows the measurement method adopted by Wu Yejun 
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et al. (2013), and uses the proportion of education expenditure in local fiscal expenditure to 
local GDP as a measure of human capital, and this variable is represented by EDU. 
Trade Openness (OPEN). 
Trade openness represents the economic connection between regions and the international 
market, and is an exogenous factor for economic development. This paper follows the 
measurement method adopted by Wang Lei et al. (2012), which is measured by the proportion 
of total regional export trade in GDP, and this variable is represented by OPEN. 
The actual utilization of foreign direct investment (FDI). 
Foreign direct investment brings knowledge and technology to the host country, which 
increases the productivity of the host country, and the host country has a stronger knowledge 
base to produce more complex products, which drives economic growth. In order to measure 
the impact of foreign direct investment on economic growth more objectively and accurately, 
this paper selects the actual utilization of foreign direct investment in each province and city as 
a variable, and still uses FDI to represent it. 

5. Empirical Study of the Model 

5.1. Multicollinearity Test 
Table 1. Model regression results 

 Parameter Estimation Standard deviation T Statistics 

Economic Complexity (ECI) 0.707835 0.588697 1.202374 

Industrial Added Value (IND) -9.19E-06 8.76E-06 -1.049317 

Human Capital (EDU) -0.721685 0.584239 -1.235257 

Trade Openness (OPEN) 3.146468 0.923157 3.408378 

Actual Use of Foreign Direct Investment (FDI) 0.000107 0.000140 0.766140 

 
The significance level was set at 10%. From the regression results of the model, only the T 
statistic of trade openness (OPEN)=3.408378>t0.05(18)=1.7341, which passes the T test. All 
other variables failed the t-test and were suspected of multicollinearity. 
Observe the regression results of the model, R2=0.776701,F statistic= 8.347919>4.68.The F 
test is passed, indicating that the overall linear fit of the model is good. However, the T values 
of ECI, IND, EDU, and FDI were not significant, indicating that the model had severe 
multicollinearity. 

5.2. Correction for Multicollinearity 
Do the regression of lnGDP on ECI, IND, EDU, OPEN and FDI respectively. It is found that the 
regression of lnGDP on OPEN has the largest coefficient of determination, and on this basis, 
stepwise regression is carried out to eliminate variables. The experimental data analysis 
showed that the coefficient of determination increased after adding ECI, and the parameters of 
ECI passed the T test. Other variables are eliminated accordingly, and the resulting optimal 
regression model is: 
 

ln 𝐺𝐷𝑃 = 10.73219 + 2.646669OPEN + 0.965265ECL 
(116.6725)   (4.057668)     (1.974439) 

𝑅 = 0.733728, 𝐹 = 20.66671 
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The White test is performed on the revised model, and the distribution table shows that Obs*R-
squared=7.857439>X2(2)=4.605, so it is considered that there is no heteroscedasticity. The 
model obtained after the correction of multicollinearity is the best fitting model. 

6. Empirical Results Analysis 

In this paper, we mainly focus on the impact of regional economic complexity on economic 
development. The above regression results show that at the 10% significance level, there is a 
significant positive relationship between regional economic complexity and economic growth. 
When the economic complexity of a region increases by about 0.96, the economic development 
of the region will be more beneficial. This also supports the speculation that regions with a high 
level of economic development tend to attract the aggregation of production factors and 
knowledge, resulting in spillover effects that facilitate the use of these factors in the region to 
produce new product mixes, thereby increasing the complexity of the local economy. However, 
regions with high economic complexity have mastered more complex and advanced productive 
knowledge and technologies, and produced more efficient products, thereby promoting 
regional economic growth. From another aspect, it can also be shown that whether the 
economic complexity is high or not is related to the degree of economic development in the 
region. As a vast region, my country has a large difference in the level of economic development 
in the eastern, central and western regions. The development imbalance is serious, and the 
economic complexity index will affect the development imbalance between regions. 

7. Basic Conclusions and Recommendations 

The empirical analysis shows that economic complexity is an important factor affecting 
economic growth. Therefore, it can be determined that economic complexity will affect the 
economic development of different regions to a certain extent, but the degree of impact is 
different. In the past two decades, the economic development of the eastern region is basically 
better than that of the central and western regions. This is due to the fact that the eastern region 
has been influenced by my country's regional strategy. Resources, technology and manpower 
have flowed to the east, and products and industries have comparative advantages. , promote 
the increase of regional economic complexity and bring about higher and more sustainable 
growth, thus driving the development of regional economy. However, the western and central 
regions are subject to the influence of resources, technology, and geographical restrictions, 
which make it difficult for the region to gather productive knowledge to produce complex 
products, and it is naturally difficult to increase the complexity of the local economy. weaker. 
In 2000, the central government implemented the strategy of developing the western region, 
and in 2004, the central government implemented the strategy for the rise of the central 
government. Transfer payments from the central government and poverty alleviation measures 
by governments at all levels gave impetus to the economic development of the central, western 
and northeastern regions. Relying on policy, not committed to improving technology, delving 
into productive knowledge, so as to produce more complex products and increase their 
comparative advantage. The overall gap between the central and western regions and the 
eastern regions has only narrowed slightly, and the income gap between residents in different 
regions is still huge. 
Based on the above research, this paper attempts to propose suggestions for improving the 
imbalance of economic development: 
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7.1. The Government has Issued Relevant Policies to Encourage the Transfer of 
High-tech Talents to the Central and Western Regions 

The key to improving economic complexity is to enhance local technology accumulation and 
productive knowledge aggregation, which can make full use of local resource endowments to 
produce more complex products and enhance the competitiveness of local industries. The 
government has introduced relevant policies of encouragement and subsidies, which can 
effectively attract high-tech talents to gather in the central and western regions, thereby 
promoting the development of specialized division of labor. 

7.2. Strengthen Infrastructure Construction in the Central and Western 
Regions and Support the Development of Local Enterprises 

The central and western regions are constrained by the construction of regions and topography, 
and the infrastructure construction is not perfect. The government should continue to adhere 
to the policy favoring the central and western regions, develop infrastructure and public 
services in the central and western regions through fiscal expenditures and transfer payments, 
develop transportation, build hydropower, and provide high-quality medical care, education, 
talent support and other services to attract more The entry of high-quality enterprises will 
drive these enterprises to use the local resource endowment to produce more complex 
products, giving them a comparative advantage. 

7.3. Implement the Rural Revitalization Strategy and Promote Common 
Prosperity 

The report of the 19th National Congress of the Communist Party of China pointed out that the 
"three rural issues" are fundamental issues related to the national economy and the people's 
livelihood, and we must always take solving the "three rural" issues as the top priority of the 
whole party's work and implement the rural revitalization strategy. From the above analysis, it 
can also be seen that the current development of townships is still at a disadvantage, which is 
quite different from that of towns. Therefore, it is necessary to accelerate the development of 
rural industries, promote the integrated development of primary, secondary and tertiary 
industries in rural areas, increase rural per capita income, narrow the gap with urban residents, 
and then promote the realization of common prosperity. 
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