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I BACKGROUND ON THE EAST HEILONGJIANG SUBREGION 

 

1. The East Heilongjiang subregion is located in the northeastern corner of the People’s 
Republic of China (PRC), near the Russian border, which places the area in a “end of the road” 
location in terms of logistics and transportation. The project cities Hegang, Jixi, Qitaihe, and 
Shuangyashan account for less than 15% of the land area of Heilongjiang Province. The climate 
is harsh, with long and very cold winters and short, warm summers. The seasons for crop growing, 
tourism, and construction are short, which limit the potential of growth in some industries and also 
raise costs in others. The region is rich in natural resources, including still coal and graphite, fertile 
farmland, forests, and scenic nature. 
 

2. The population of the project cities was 5.2 million in 2015, or 14.1% of the population of 
Heilongjiang Province, and 66% of the population was urban, a higher percentage than both 
Heilongjiang (49%) and PRC as a whole (55%). The total population in the subegion was 4.2% 
less in 2015 than in 2005 and 4.7% less in 2015 compared to 2010. The percentage of population 
in the 18 to 59-year age bracket is slightly higher than the national average (68% versus 66%), 
but most of this is due to much higher percentages in the 35 to 59 group (44% versus 38%). The 
subregion has a substantially lower percentage of its population in the 0 to 34 year bracket and a 
much higher percentage in the over 60 age bracket than the national average. The older 
demographic structure is likely to create economic and social challenges associated with aging in 
the project cities. Also in education and training, the project  cities are considered behind leading 
centers in Heilongjiang. 
 

II ECONOMIC DIAGNOSTICS STUDY OF THE SUBREGION 

 

3. The diagnostics study focused on the economy, urban planning and development, and 
transportation in the project cities and the East Heilongjiang subregion. The main emphasis was 
analysing the current economic structure, and its challenges and opportunities for development. 
Early on, the study identified the urgent need for a strategy to support the development of the 
subregion’s economy through economic diversification and private sector development, from a 
current coal- and state-owned dominated economy in the project cities. 
 

A. Subregional Economic Overview 

4. The project cities have a very particular history, which must be recognized to promote 
further development. The subregion formed by these cities was under-populated until coal mining 
was started a century ago. The local economies have been dominated by coal mining and related 
activities to this day, though there have been efforts to diversify the economy in recent years. 
 

5. The overall economic situation in the project cities has been difficult. Reductions in coal 
demand and prices especially since 2013 have had a substantial impact on the subregion’s 
economic health. The coal price collapse in 2013 has come at a time when the PRC has 
experienced an economic slowdown, and when the PRC has expressed its desire to reduce 
carbon and energy intensity in the national economy. The results in the project cities have 
included economic underperformance, company failures, rising unemployment, decreased tax 
revenue, and difficulty in making new investments. 
 

6. Moving forward, there are two major scenarios for the economies of the project cities. In 
the first scenario, the project cities remain highly dependent on coal. This will leave the cities 
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subject to boom and bust cycles, environmental degradation, limited income levels, and limited 
employment opportunities. In the second scenario, the cities develop more diversified economies. 
This gives the potential for the subregion to develop a diversified economy with the potential for 
a more stable economy, potential for higher value added activities, potential for higher incomes, 
and potential for a variety of employment opportunities. 
 

7. There are economic plans in place at the local, provincial, and national levels. These 
recognize the need to further develop and diversify the relevant economies.  In Hegang, the pillar 
industries identified include Coal-Electricity-Chemistry, Graphite, Green food processing, and 
Tourism. In Jixi, the pillar industries are Coal, Graphite, Green food processing, Pharmaceutical 
Industry, and Tourism. In Qitaihe, the pillar industries are Coal and electricity, Wood products, 
Green food, Machinery manufacturing, and Resource recycling. In Shuangyashan, the pillar 
industries are Coal-Electricity-Chemistry, Steel and metallurgy, Green and organic food, Black 
soil and wetland tourism, and Foreign trade. 
  

8. The project cities face major challenges involving location, market size, climate, 
infrastructure, costs, capital, capabilities, corporate structure / mindset, clusters and supply 
chains, the environment, the potential for diversification without significant employment growth, 
and economic / financial conditions. These challenges need to be overcome if economic 
diversification is going to be successful. 
 

B. Subregional Urban Development and Planning Overview 

9. The project cities face challenges of  little re-investment in the urban infrastructure due to 
historic economic conditions and the transfer of responsibility of urban infrastructure and services 
provision from the state-owned enterprises to the city governments. This resulted in poorly served 
urban areas. In recent years, investment policies driven by the Central, Provincial, and local 
governments have resulted in progress towards modern city layouts with functioning town centers, 
clearly defined commercial, residential and industrial zones, modern high-rise housing, urban 
parks and public facilities including for culture such as concert halls. This process is not complete 
and major challenges remain, but significant progress has been made. 
 

10. The project cities face challenges associated with urban development. The prefectural 
governments have developed reasonable plans for modern cities with defined commercial, 
industrial, and residential zones, as well as places for education, medical, and public facilities 
such as parks, open spaces, culture and entertainment venues. However, infrastructure is lacking 
and investment funds are in short supply given the economic difficulties the project cities are 
experiencing. While much work has taken place to re-house shanty town residents, this program 
still has a way to go.  One of the environmental challenges must do with the subsidence of coal 
mining areas. Subsidence occurs over active coal mines and after five years’ subsidence stops. 
After this period, there is potential to remediate subsidence zones and to use them for other uses.  
  

11. In order to make the cities more livable, and therefore more attractive to the entrepreneurs 
and employees necessary to diversify the economies, the cities will need to deal with trash 
collection, obsolete buildings, poorly-maintained buildings, gaps in infrastructure, polluted rivers 
and lakes, and air pollution. There is also a need to expand the district heating system to poorer 
areas. In some cities, the drinking water supply network and water purification plants need to be 
upgraded to meet national standards. The city governments have already identified several these 
projects and have put these forward to ADB for funding. 
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12. The cities will need to provide an attractive and clean environment, with public utilities in 
order, and attractive city amenities in order to retain talented young people and to attract talented 
people from elsewhere, as well as to provide attractive bases for the tourism sector. In this regard, 
investing in improving the urban environments in the project cities is as important to industrial 
diversification as is investing in non-coal industrial parks and industrial infrastructure. Several of 
the investments supported by the ADB project in water and wastewater treatment, cleaning up 
rivers and lakes, and remediating coal mining areas fall into this category. Also the types of “place 
making” investments enhancing livability and attractiveness of the that attractions for mobile 
people. In this regard, urban development should be viewed as an integral part of the industrial 
diversification strategy for the project cities. 
 

C. Subregional Transportation Overview 

13. Eastern Heilongjiang is a sparsely populated area with an economy focused on coal 
mining, agriculture, and other natural resource extraction and processing. Historical differences 
with Russia and the remoteness of the Eastern Russian frontier has limited cross-border 
investment and trade. Effectively this meant that Eastern Heilongjiang was the “end of the road” 
when it came to transportation and logistics. In recent times, investment has focused more on 
building expressways and highways that connect the main cities in the region to each other and 
to the provincial capital, Harbin, and other larger cities in the region and along the border. Because 
of the limited population and the distinctive economic structure, high speed rail has come late to 
the region, but it is being put in place and will connect Hegang, Shuangyashan, Jixi, and Qitaihe 
with Harbin and Mudanjiang. 
 

14. Transport networks within the project cities have been rebuilt on a grid pattern with 
interspersed highways making transport within the cities more efficient. Currently, there is little 
traffic congestion but as the cities grow and car ownership increases this will more than likely 
become an issue, much like other more developed cities in PRC. The project coal cities are too 
small and not dense enough to warrant mass rail transit systems. 
 

15. Regional plans show a comprehensive highway network, most of which has been built or 
is under construction. However, the project cities face difficulty in funding some of their needed 
expressways and highways. A High-Speed Rail network linking up the project cities is under 
construction. This route will put the cities within 3 to 5 hours of Harbin and enable onward rapid 
rail travel to Changchun, Shenyang, Dalian, and Beijing. Three airports currently serve the project 
cities and surrounding area, while Hegang and Qitaihe are planning their own airports. The 
expansion of the regional transportation network provides more opportunities to serve industrial 
consumers within and in other cities in the province than before. It also may provide opportunities 
to integrate the markets of the project cities in a way that makes it more attractive to locate 
businesses in the region to serve the region, rather than to bring goods in from outside. Better 
transport also should allow easier access to capital, management, and technical expertise from 
Harbin or other cities in the Northeast. Better accessibility should also benefit the tourism industry 
in the project cities.   
 

16. The Eurasian Rail Network is rapidly growing in importance. Linking to this network may 
provide opportunities to expand international trade for the cities as it has for Chongqing and other 
Chinese cities. Further into the future, the Northwest and Northeast Marine Passages might bring 
Northeastern PRC into a better position to serve international markets and supply chains. While 
this may happen well into the future, it is worth considering the implications for Heilongjiang in 
general and the project cities.  
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D. Lessons from International Examples of Coal Regions 

17. At the conference on non-coal diversification, organized by ADB in Hegang on 26–28 July 
2016, experts presented three international case studies of regions that once had economies 
dominated by coal and related industries, but underwent economic transformations. These were 
Pittsburgh in the United States, the Ruhr Valley in Germany, and Newcastle in the United Kingdom. 
In addition, the PPTA consultants carried out further background research on these cases. 
 

18. In each of the three cases, one or a small set of industries was so important that it virtually 
crowded out other economic activity. Other industries were displaced or never grew. The 
dominant industries eventually atrophied. A focus emerged on the division of existing wealth 
rather than creating new wealth. The economies lacked innovation. Thus, crises in the dominant 
industries turned into major crises in the whole regional economies. After decades of attempts at 
transformation, the economies that have emerged are more diversified and appear to be more 
resilient to single-industry shocks. This is an important lesson on the value of diversification for 
the project East Heilongjiang cities. 
 

19. One main conclusion from the international examples is that cities and regions that rely 
on one industry or a small set of related industries can be highly vulnerable. Another main 
conclusion is that cities and regions can transform their economies from a coal base. A second 
conclusion is that this process is long and difficult, and success may wind up meaning creating a 
new economy that leaves many of the people once employed in traditional industries behind. 
Cities need to start the transformation process as early as possible. Environmental remediation 
and basic infrastructure investments should be viewed as an integral part of the economic 
transformation strategy, and may have to precede economic diversification for the latter to 
succeed. Cooperation across multiple local governments and across levels of government are 
necessary to promote transformation for a whole subregion, and contributions from the private 
sector (including leading companies), universities and research institutes can greatly accelerate 
and deepen the process. The project cities of East Heilongjiang have disadvantages compared 
to the international cases i.e. climate a remoteness of location. This does not make such 
diversification less important, it even makes policies and programs for diversification even more 
important, and it does imply that greater efforts must be made to see similar results as in the 
international cases.  
 

III ECONOMIC DEVELOPMENT PLANS 

 

20. There are important plans for the development of Heilongjiang Province in general and 
the project cities.   
 

A. Central Government Plans 

21. Central government plans for the northeast have been set forth in several documents, 
including Several Opinions of the Central Committee of the CPC and the State Council on the 
Overall Revitalization of the Old Industrial Bases in the Northeast and Other Parts of China (2016),  
the National Old Industrial Base Adjustment and Renovation Plan (2013-2022), the Sustainable 
Development Plan for  Resource-based Cities in China (2013-2020), and the Guiding Opinions of 
the Four Ministerial Departments on Advancing the Development of Private Economy in the 
Northeast Region of China (2016).  
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22. Collectively, these documents demonstrate substantial support for the project cities and 
provide new strategies for revitalizing the industrial bases of northeastern PRC. Over a 15-year 
period, northeastern PRC is supposed to become a manufacturing base for advanced equipment 
and a strategic base for technological equipment, and a national base for new raw materials, 
modern agriculture, technological innovation, and research and development (R&D). The central 
government will increase transfer payments and provide fiscal support for social security, 
education, employment, and government-subsidized housing. It will set up Investment Funds for 
Northeast Industrial Revitalization. The project cities are among the 126 prefectures in the plan 
for sustainable development of resource-based cities, which will supply development funds and 
capital from national and provincial sources. The central government will support reform of state-
owned enterprises (SOEs); development of private firms; exploration of Far East Russia (FER); 
infrastructure for cross border cooperation; development of industry clusters including agricultural 
products deep processing, Chinese medicine, high-performance fibers, and high-end graphite 
deep processing; construction of industrial parks; manufacturing services; tourism and related 
industries; upgrading and expansion of railways, high-grade waterways, and international joint rail 
and water transport; reconstruction of shantytowns and isolated industrial and mining areas; and 
sustainable development of resource cities. 
 

B. Provincial Plans 

23. Provincial plans that affect the project cities can be found in the Thirteenth Five-Year 
Program of Heilongjiang Province and the Transformation Development Planning of Coal Cities 
in Heilongjiang Province (2014–2020). The five-year program aims to develop diversified non-
coal alternative industries; strengthen advantageous processing industries such as graphite and 
green food; promote the transformation and upgrading of steel, mining machinery, medicine, and 
wood processing industries; and expand the scale of modern services including tourism, 
commerce and trade, and old-age caring industries. The Program also seeks to accelerate the 
development of high-end graphite and molybdenum industries and their supply chains, and 
develop graphite new materials industrial clusters in Jixi and Hegang, and molybdenum industrial 
clusters in Daxinganling and Xiaoxinganling. It seeks to ensure the reconstruction of coal 
subsidence areas, shanty towns, and isolated industrial and mining district, and promote efforts 
for the employment and reemployment of workers in the project cities.  
 
24. The Transformation Plan is a provincial plan for the transformation of Jixi, Shuangyashan, 
Qitaihe, and Hegang. The Plan provides detailed industrial transformation development directions 
and targets. It also sets forth detailed Central and Provincial Government funding arrangements 
and preferential policies to help the project cities to overcome difficulties in transformation and 
upgrading of industries, to improve the transformation development talent supporting system, and 
to reform the Longmay Group. The project cities will be able to take advantage of the policies for 
China’s Western Development (for purposes of these policies, the Northeast is considered as part 
of or on par with Western China), as well as policies for old industrial areas, and independent 
industrial and mining areas. The Province will also help the project cities to improve the transport 
network and accelerate the construction of water conservancy infrastructure 
 

C. City Plans 

25. Each of the cities has its own Thirteenth Five-Year Program. Here we just list some of the 
highlights pertaining to economic diversification. 
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26. The Thirteenth Five-Year Program of Hegang calls for the portion of VAI1 in the coal sector 
to decline from 60% to 30% by 2020, with non-coal VAI going from 40% to 70%. The city will focus 
on deep processing of coal resources as a basis for poverty alleviation and transformation, and 
Green food processing as the key support for greater affluence. The city aims to develop the high-
end graphite industry, setting up the Hegang Application and Development Center for New 
Graphite Material, and laying a solid foundation for creating a RMB 100 billion-class graphite 
industry city in China. Hegang also wishes to construct a frontier ecological tourism base and 
expedite the development of health services for the elderly. 
 

27. Jixi wishes to build strong and competitive clusters around the four leading industries of 
coal, graphite, green food, and pharmaceuticals. It will also use the tourism and business service 
sectors to lead the overall development of the service economy.  
 

28. Qitaihe’s goals include being a national demonstration base of mining city, a national coal 
chemical industrial base, and a national demonstration city in information benefiting people. It 
also wants to be a provincial-level new materials and new energy industrial base, as well as a 
production base and a distribution center for furniture and home decoration materials. It also 
wishes to be a commerce, trade, and logistics center of eastern Heilongjiang Province.  
 

29. Shuangyashan plans to have the share of coal in industrial VAI go from 38.5% in 2016 
to 35% in 2020, with non-coal VAI moving from 61.5% to 65%. It wishes to build a new industrial 
system around four key industries including the modern coal-electrochemical-steel sectors, green 
organic food, black soil wet land tourism, and foreign trade services. 
 

30. Local Governments are taking many important actions to carry out their plans and to 
support economic diversification. Local governments are working hard on investment promotion, 
on investing in industrial parks along with companies, are trying to match opportunities with 
investors and managers, are investing in infrastructure to the extent that they can, and investing 
in education and training for existing and new industries. 
 

31. The pillar industries for the project cities in their respective Thirteenth Five-Year Programs 
are as follows: 
 

Table 1: 13th Five-Year Plans: Pillar Industries 

Hegang Jixi Qitaihe Shuangyashan 

Coal-electricity-chemistry Coal Coal and electricity Coal-electricity-chemistry 

Graphite Graphite Wood products Steel and metallurgy 

Green food processing Green food processing Green food Green and organic food 

Tourism Pharmaceutical Industry Machinery 

manufacturing 

Black soil and wetland tourism 

 
Tourism Resource recycling Foreign trade 

Sources: The Thirteenth Five-Year Plans of Hegang, Jixi, Qitaihe, and Shuangyashan.  

 

 

 

 

                                                           
1 Value added in industry. 
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IV ECONOMIC DIVERSIFICATION ROADMAP FOR THE SUBREGION 

 

32. This diagnosis, and that of the central, provincial, and local governments, indicates that 
economic diversification must be at the heart of the development programs for the project-city 
subregion. Some interesting steps are already underway. It will be beneficial for the subregion to 
enhance these steps by reviewing the conceptual underpinnings of diversification, reviewing 
existing examples of economic diversification in the region 
 

A. Underpinnings for Economic Diversification 

33. The economies of Hegang, Shuangyashan, Jixi, and Qitaihe have been dominated by the 
coal industry. The main purpose of the present project is to help the cities develop more diversified 
economies that do not rely so much on coal. The local governments all have economic 
development plans that include non-coal sectors. However, the diversification process is in an 
early enough stage that it is worthwhile to provide an overview of economic diversification and 
how the diversification of traditionally resource-dependent economies may take place. 
 

34. There are two major types of diversification, related and unrelated. In related 
diversification, new industries are linked in some ways to existing industries and benefit from their 
presence. There are two main types of related diversification, vertical diversification and horizontal 
diversification. Vertical diversification involves new industries that are within the same supply 
chain either as inputs to existing industries (backward or upstream diversification) or as further 
processing of the products of existing industries (forward or downstream diversification). 
Horizontal diversification involves the use of the same resource, skills, capabilities, logistics 
chains, or distribution networks for multiple industries. In unrelated diversification, new industries 
are created that have no linkages with existing industries. Each of these forms of diversification 
provides potential paths for the further development of an economy.   
 

35. A form of related diversification leading to economic development is through “cluster 
development.” Cluster development involves growth through a set of interrelated industries. Many 
if not most regional economies grow primarily through cluster development. In many cases, an 
initial industry develops around a natural resource, a port, a market, a source of demand or supply, 
or a capability. Then the economy grows through a series of vertical and horizontal diversifications 
until a dense cluster develops, with the competitive strength of each industry contributing to the 
competitive strength of the others. Successful regions tend to generate several interrelated 
clusters of industries. 
 

36. The project cities will only diversify their economies if firms act as diversifying agents. The 
different possibilities are for diversification to be undertaken by large, existing, local firms; small 
or medium existing firms; new firms; and large, existing, non-local firms, or investors from outside 
of the area. 
 

Some of the diversification possibilities are shown schematically in Table 1. 
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Table 1: Industrial Diversification: Possibilities, Advantages and Disadvantages 

Type of 
Industry 

Direction Linkages Advantages Disadvantages 

Related 
Industries 

Vertical (same 
production chain) 

Forward 
(downstream)  

Resource is available 
Technical, product development, 
marketing, distribution skills may be 
lacking 

Backward 
(upstream)  

Market is local and 
known 

Technical, product development, 
marketing, distribution skills may be 
lacking 

Horizontal (other 
similar industries) 

Using the same 
resource 

Resource is available 
Technical, product development, 
marketing, distribution skills may be 
lacking 

Using the same 
skills, channels, etc. 

Skills, channels are 
available 

Other capabilities and resources may 
be lacking 

Unrelated 
Industries 

Serving local 
markets  

Import substitution 
Market is local and 
known 

Resources; technical, product 
development, marketing, distribution 
skills may be lacking 

Serving new needs 

New needs might not 
have much 
competition; 
Local knowledge 

Market not known; 
Resources; technical, product 
development, marketing, distribution 
skills may be lacking 

Serving outside 
markets 

Serving existing 
needs  

Needs are known 

Market not known; 
Resources; technical, product 
development, marketing, distribution 
skills may be lacking 

Serving new needs  

New needs might not 
have much 
competition; 
Local knowledge 

Market not known; 
Resources; technical, product 
development, marketing, distribution 
skills may be lacking 

Sources: For Asian Development Bank prepared by Enright, Scott and Associates 

 

B. Diversification Examples 

37. There are several individual examples of diversification that are already taking place in the 
project cities. Examples were found in coal chemistry; fertilizers; food processing; bio-energy; 
logistics and trade; wood processing; metals, machinery, and equipment; pharmaceuticals; 
electronics and electrical; tourism; and apparel. We note that these examples are meant to be 
illustrative rather than exhaustive. What is most interesting is that these examples show that it is 
possible for companies to leverage the advantages of the subregion and overcome the 
disadvantages, including lack of capital, obtaining managers, small local markets, and logistics 
challenges. Examples were found of local start-ups, investments from Chinese companies 
headquartered elsewhere, managers recognizing opportunities and working with government 
support, entrepreneurs originally from Heilongjiang returning from working elsewhere to start 
companies, and local managers working in one sector being matched with new companies in 
other sectors. 
 

38. The examples show that there are several ways in which companies have been started in 
the project cities and several ways in which they have managed to overcome challenges in the 
subregion. Thus, while the challenges are real, there are companies that have already overcome 
these challenges. The examples also show how different types of companies involving different 
founders, sources of capital, and market rationales can emerge in the subregion.  
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C. Need for a Diversification Strategy 

39. The situation in the subregion calls for a drive toward economic diversification from the 
coal-based economy that has dominated the subregion for a century. The coal-based economy 
has proven to be subject to boom and bust cycles, environmental degradation, and uncertainty. 
It has not delivered a high and rising standard of living for the subregion’s residents compared to 
the rest of the province and the nation. If the subregion was to stay on its historical trajectory, it is 
hard to see how the economic and social development of the subregion will keep pace with the 
province and the nation.   
 

40. The central, provincial, and local governments all recognize the need for economic 
diversification. These levels of government have developed plans to diversify the subregion’s 
economy. These plans provide an excellent starting point for the subregion’s future development. 
In addition, as we have reported, there are several examples of local companies that are already 
working to diversify the subregion’s economy. There are also examples of other regions around 
the world that have transformed their economies from a coal-related base to a more diversified 
and higher value added basis. Finally, there are many potential diversification paths that can be 
explored, and corresponding investments be carried out.  
 

D. Diversification Strategy for the Project Cities 

41. This analysis suggests several opportunities for the non-coal diversification of the 
economies of the project cities. These include: 
 

(i) building designated pillar industries,  
(ii) expanding designated non-coal “pillar industries” in scale and scope,  
(iii) applying lessons from similar industries from elsewhere in the PRC,  
(iv) building regional “clusters” around the “pillar industries”,  
(v) further industrial diversification through import substitution,  
(vi) processing of additional resources from Russia,  
(vii) opportunities associated with improving transportation,  
(viii) identifying and supporting different types of diversifying companies,  
(ix) attracting entrepreneurs from Heilongjiang that have been successful elsewhere,  
(x) identifying other sectoral opportunities,  
(xi) making the public investments necessary to foster economic diversification, and  
(xii) ensuring cooperation within the subregion and between the subregion and other 

jurisdictions in the PRC.  
 

(i) Building Designated Pillar Industries 
 

42. The project cities have identified several pillar industries (and other important industries) 
for their potential to help diversify the economies of the subregion. Many promising steps have 
been made in these industries, though challenges remain. The Report focuses on further 
developing pillar industries including high-tech graphite, green food and organic food, food 
processing, tourism, logistics-trading-marketplaces, Chinese medicine-pharmaceuticals-
medicinal, and wood processing. The report identifies opportunities in each of these industries in 
terms of emerging markets in the PRC and elsewhere, the resources found in the subregion, and 
government plans for the industries. It also identifies constraints in the various pillar industries, 
including remote location, small local market, harsh climate, access to capital, developing 
markets, sourcing technology, lack of experience, lack of highly skilled personnel, international 
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and national competition, lack of marketing and branding capabilities, lack of local suppliers of 
equipment, absence of sufficient logistics facilities, and the need for distribution capabilities, 
among others.  
 

43. The detailed steps for building designated pillar industries include: 
 

(i) Providing the infrastructure needs for the pillar industries, including industrial 
parks, transportation and communication infrastructure, and logistics 
infrastructure. 

(ii) Ensuring that the local workforce can be developed for the pillar industries through 
education and training systems. 

(iii) Supporting the development of local research and technological capabilities 
through local universities and research institutes and through contact with 
universities and research institutes elsewhere in the province or elsewhere in the 
PRC. 

(iv) Providing information on the state of markets, technology, and competition to 
companies in the pillar industries. 

(v) Encouraging the local banking sector to support pillar industries, via loan 
guarantees or other means. 

(vi) Ensuring that sufficient business training is available for managers in the pillar 
industries. 

(vii) Providing examples of success stories to motivate new companies and 
entrepreneurs. 

 

(ii) Expanding Designated Non-coal “Pillar Industries” in Scale and Scope 
 

44. Most of the “pillar industries” in the project cities are relatively new. Many could have their 
scale in existing activities and scope in related products expanded. This would be a natural 
progression from the existing strategy. It is not clear that there is a comprehensive strategy in all 
the pillar industries to maximize their scale and scope. This will need capital, the right workforce, 
industrial parks to house the new companies, transportation infrastructure, technical expertise, 
technology, market-knowledge, etc. In many cases, the possible extensions of the pillar industries 
involve industries that exist and are well-known elsewhere. In such case, the expertise to expand 
scale and scope may be available elsewhere if not locally. 
 

45. The report provides detailed diagrams for several of the pillar industries (graphite, rice 
products, corn products, soy products, wood products, and eco-tourism) showing how similar 
industries have been expanded in scale and scope in other parts of the world or in other parts of 
China. The diagrams themselves provide a guide for how to supercharge the pillar industries 
through expansion into related products. The report also makes several suggestions for natural 
expansion for other pillar industries. 
 

46. The detailed steps involved in building the scale and scope of pillar industries is as follows: 
 

(i) Understanding and/or investigating the entire range of products that could be 
offered in the industry. For food and agricultural product processing, this means 
understanding the complete range of products that can be developed from rice, 
corn, soy, and other agricultural inputs. For wood products, this means exploring 
the entire range of wood products that could be produced. For tourism, it means 
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understanding the full range of services that could be offered in the industry given 
local conditions.  

(ii) Investigating the technological, economic, market, and skills situation in these 
additional products or services and determine which are most likely to be 
successful in the project-city subregion. 

(iii) Identifying sources of expertise that can guide local companies and the local 
industries through developing multiple related products in the relevant industries 
and developing the branding, marketing, and distribution activities required for 
success.  

(iv) Providing the infrastructure and workforce skills needed to develop these 
opportunities. 

(v) The key is that in all the relevant industries there are places that have developed 
industries with much greater scale and scope than is present in the subregion 
today. Learning from these other places could dramatically shorten the 
development time in the subregion. 

 

(iii) Applying Lessons from Similar Industries from Elsewhere in the People’s Republic 
of China 

 

47. There are specific examples of places in the PRC that have developed some of these 
industries than the project-city subregion. They show that the industries can be developed 
successful in the PRC as well as showing some of the mechanism through which the industries 
can be developed. They are examples that the project cities can learn from in terms of policy and 
strategy, as well as places that the project cities may go to seek companies in these industries to 
set up operations in the subregion. Specific examples covered in the report include the graphite 
industry in Shandong, food processing in Shandong, the pharmaceutical and medicinal industry 
in Jilin, and the ecotourism industry in Sichuan. In each case, the industry in the example region 
is described, policies identified, and in some cases, even example companies are provided. 
These are clearly places that the subregion can learn from to promote its industries.  
 

48. The detailed steps for learning from similar industries elsewhere in the PRC are relatively 
common across the industries. They are: 
 

(i) identifying leading locations for the industry within the PRC;  
(ii) understanding the evolution of the industries;  
(iii) understanding the sources of advantage that have allowed these locations to 

succeed in the industries;  
(iv) identifying the technology base, skills base, and capabilities base that are required 

to succeed in the industry;  
(v) trying to develop or bring in the relevant technology, skills, and capabilities;  
(vi) trying to create inter-firm networks that can work with government to support the 

development of the industry; and  
(vii) attempting to attract companies from successful areas to set up facilities or 

operations in the subregion. 
 

(iv) Building Regional “Clusters” around the “Pillar Industries” 
 

49. Regional economies generally develop through the emergence of regional clusters with 
an industry forming, maybe around a resource or local demand, then its downstream and 
upstream industries developing, then related industries developing, then the upstream and 
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downstream industries from the related industries developing, etc. The project cities have 
resource-based economies that have only recently started the diversification process. Thus, they 
have limited local clustering at present. There are several specific pathways that can be explored 
to develop clusters around the pillar industries. 
 

50. The report identifies the specific pathways through which clusters can be developed, 
including upstream inputs, equipment, machinery, supplies, and support services; downstream 
industries including further processing into advanced materials and end products, marketing and 
selling, and branding; and horizontally-related industries that use similar resource, serve similar 
customers, and use similar skills as existing industries. One specific area that the Report focuses 
on is the potential to develop the equipment and machinery sectors to support the pillar industries. 
Several of the pillar industries, including graphite, food processing, and pharmaceuticals for 
example require significant amounts of generic equipment and machinery that should be possible 
to develop and produce locally. These are obvious places to look for cluster-based diversification 
opportunities that link to several existing capabilities and companies in the subregion. The report 
also goes into the specific examples of the Jiangsu machinery cluster and the Guangdong metal 
products clusters and suggests that the subregion could learn a great deal from the development 
of these clusters, including government policies and the development of company associations. 
The report also indicates that numerous downstream industries can be developed from existing 
pillar industries in graphite, food processing, and others.  
 

51. Creating the mechanisms that foster cluster development is a major focus of regional 
development policy around the world. The detailed mechanisms include: 
 

(i) Identifying existing or potential clusters of industries as well as the resources, 
skills, capabilities, etc. that could underpin clusters. 

(ii) Gathering of information on the competitive state of the clusters, on the state of 
the art in technology and in potential markets. 

(iii) Educating managers on the potential and challenges of the industries and clusters. 
(iv) Analyzing of the constraints to development of these clusters that might be dealt 

with through focused investment in infrastructure, workforce development, 
research, or other public goods. 

(v) Generating cooperative or joint activities in market development, technology 
development, and workforce development that can be the subject of public-private 
partnership. 

(vi) Building place branding around industrial clusters. 
 

(v) Further industrial diversification through import substitution 
 

52. Diversification through import substitution occurs when a region starts to produce goods 
that it used to “import” from elsewhere, either elsewhere in the country or elsewhere in the world. 
When the economies of the project cities were focused almost exclusively on coal, it made sense 
for the subregion to “import” other goods from elsewhere in the PRC or elsewhere in the world. 
As the subregion seeks to diversify its economy it is natural to see if it can make some of the 
goods it has “imported” in the past.   
 

53. The report identifies the key success factors for many import substitution strategies in 
China. It also describes the specific examples of Shanghai’s import substitution strategy for 
machinery and equipment industries ad Zhejiang’s “New Import Substitution Strategy.” It also 
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outlines the specific conditions necessary for the subregion to succeed in developing import 
substitution-based industries.  
 

54. The detailed steps for import substitution industrialization include: 
(i) Analyzing the local economy to identify which industrial and consumer goods are 

brought into the region from other places in large quantities. 
(ii) Identifying which of these goods are subject to significant logistics costs. 
(iii) Identifying which goods have limited economies of scale and less sophisticated 

production processes, so that local companies will not be at a substantial 
disadvantage to outside firms. 

(iv) Identifying which of the remaining goods require modification or adjustment due to 
local tastes and demand. 

(v) Identifying which of the relevant industries match the best with the skills, 
capabilities, and resources available in the project-city subregion. 

(vi) Determining if companies or investors can be attracted into the relevant industries.  
 

(vi) Processing of Additional Resources from Russia 
 

55. The cities in the subregion are already involved in processing resources from Russia in 
the wood processing and food processing (where at least one company is processing soy beans 
sourced from farms in Russia) sectors. The logic is clear, FER is relatively resource-rich, but lacks 
the population, industrial structures, capital, and capabilities to process its resources. These 
potentially could be developed in the project-city subregion. 
 

56. The report identifies specific resources from Russia that might be processed in the 
subregion (in addition to the wood and soy that is already processed in the subregion). These 
include iron ore, other metals and minerals, agricultural products, fish, and other resources. The 
report also describes how the subregion could leverage the cooperation between the PRC and 
Russia to several resource processing industries. 
 

57. The detailed steps in diversifying through processing of Russian resources include: 
(i) Understanding the resource base that is available in FER, which includes timber, 

minerals, agricultural resources, and others. 
(ii) Determining which of the relevant resource processing or related sectors is most 

suitable for the project cities. 
(iii) Working with provincial authorities to ensure that Chinese investments in FER help 

generate the resources needed by the local processing industry. 
(iv) Determining which other processing industries might be enhanced by increased 

access to Russian minerals and metals. 
(v) Attempting to develop and/or attract companies with the capabilities of engaging 

in the relevant processing sectors. 
(vi) Negotiating and making long-term contracts to ensure the security of supply for 

Russian resources. 
 

(vii) Opportunities Associated with Improving Transportation 
 

58. The transportation infrastructure of the project cities will be improved through the 
construction of highways and expressways, new high-speed rail links, and new and improved 
airports. In addition, international links are scheduled to be improved through better links with 
Russia, links to the One Belt-One Road initiatives, eventually even the potential of Arctic shipping. 
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59. The report identifies the industrial structures of Harbin, Shenyang, and Changchun and 
suggests that improved transportation from the subregion to these cities makes it possible for the 
subregion to participate in the supply chains for these cities to an extent never possible. Specific 
targets would include the food processing industry in Harbin; the auto sector in Changchun; and 
the auto, machinery, and food processing industries in Shenyang. Improved transport linkages 
may also allow the project-city subregion to better serve consumer markets in these cities and 
others. The same is true of the links between the subregion and other parts of China and Russia 
through new transport initiatives including the One Belt-One Road Initiative. 
 

60. The detailed steps for improved transportation-based industrialization include: 
(i) Identifying the specific transportation gains, in terms of which locations are 

becoming more accessible for producers in the project cities. 
(ii) Determining which industries in these newly accessible locations have large 

demand for inputs and supplies. 
(iii) Determining which consumer goods are consumed in large quantities in the newly 

accessible locations. 
(iv) Trying to match these industries and goods with local capabilities in the project 

cities. 
(v) Trying to develop or attract relevant companies to set up in the project cities to 

serve local as well as newly accessible markets. 
(vi) Making sure that shipping and logistics services to cover the newly accessible 

locations are available. 
 

(viii) Supporting Different Types of Diversifying Companies 
 

61. Economic diversification will require contributions from many different types of firms. Large 
local firms, new small- and medium-sized enterprises (SMEs) and start-up firms from elsewhere 
in the PRC, and foreign companies can all be sources of economic diversification. So far, the 
emphasis appears to be on trying to create large firms in resource-processing industries and build 
new firms in new industries.   
 

62. The report notes that there has been some success in attracting large firms from outside 
the area to invest in the subregion. These include CNOOC investments in coal chemistry, 
Tsingtao in beer, and Beijing Automotive in graphite materials for batteries. The general tendency 
is to try to attract companies into “deep processing” activities that leverage the area’s existing 
resource base. The report also points out that the environment for SMEs and start-ups has 
generally not been favorable in the subregion due to the past focus on state enterprises, the 
resource-dominated economy, a lack of capital for private sector start-ups, and the fact that many 
of the most entrepreneurial people leave the sub-region for other parts of the PRC. 
 

63. The detailed steps for promoting diversification through different types of firms are as 
follows: 
 

(i) Understanding that many different types of firms will be necessary to diversify the 
local economy. 

(ii) Identifying large, local firms that might have the technological, managerial, and/or 
financial resources for diversification. This is essentially the model that Korea used 
to diversify its economy through the chaebol. 
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(iii) Encouraging such firms to consider investing in new businesses, spin off non-core 
businesses into well-capitalized new companies so that they might grow 
independently, and place capable managers in charge of the new businesses. 

(iv) Seeking investments from large and medium-sized Chinese companies into pillar 
industries and clusters around pillar industries, import substitution industries, and 
industries supported by provincial or central government programs. 

(v) Seeking foreign investment in a similar set of industries if possible. Note that it 
would be more likely that foreign companies already investing in China would 
invest in the subregion, so the targets can be companies headquartered in places 
like Beijing, Shanghai, Qingdao, Dalian, etc. 

(vi) Ensuring that the local environment is friendly to start ups and SMEs. This can be 
achieved through a “one-stop” regulatory and administrative system for new and 
small companies, SME support centers in industrial parks, industrial premises set 
aside for SMEs near the main cities in the subregion, and the provision for 
incubator and co-work space for new and small companies in software and IT-
related industries. 

 

(ix) Attracting Entrepreneurs from Heilongjiang that have been Successful Elsewhere 
 

64. One interesting source of new companies and economic diversification in the project cities 
has been entrepreneurs from the region that have started companies elsewhere, succeeded, and 
then have decided to start new companies or new facilities for their existing companies in the 
subregion. This is interesting because these people have already experienced successful 
businesses elsewhere. Many have developed knowledge of the markets, customers, 
technologies, distribution, and competitors that they need to succeed in their chosen business. 
 

65. The report cites specific examples of companies that have been set up or brought to the 
subregion by entrepreneurs originally from the subregion that have developed capabilities or 
companies elsewhere and then either started new ventures or brought branches of existing 
ventures to the subregion. 
 

66. The detailed steps for attracting entrepreneurs or managers originally from Heilongjiang 
back to the province are as follows: 
 

(i) Encouraging the creation of Heilongjiang entrepreneur and manager associations 
in other provinces in the PRC. 

(ii) Linking up with any such associations that already exist. 
(iii) Promoting government identified investments and opportunities to these 

audiences. 
(iv) Encouraging entrepreneurs and managers to return home or at least to set up 

satellite facilities in the subregion. 
(v) Seeking input from these people on what Heilongjiang and the subregion need to 

be more attractive to business and to entrepreneurs. 
 

(x) Identifying other Sectoral Opportunities 
 

67. There may be other diversification opportunities yet to be identified. The ones most closely 
related to existing industries and the existing industrial structure have mostly already been 
identified. This means that other diversification opportunities are likely to come not so much from 
the existing industrial and economic structure, but rather through policy initiatives and direct action 
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by government at the local, provincial, and national level to start and develop companies and 
industries. 
 

68. The report specifically identifies the ten key sectors for the “Made in China 2025” program, 
the industries listed by the CPC Central Committee and State Council particularly those in the 
“Several Opinions of the Central Committee of the CPC and the State Council on the Overall 
Revitalization of the Old Industrial Bases in the Northeast and Other Parts of China (Zhongfa 
[2016] no.7)”, and the industries listed in the Heilongjiang Thirteenth Five-Year Program as 
industries that potentially could receive provincial or central government support within the 
subregion. The specific lists include literally dozens of industries. 
 

69. The detailed steps required to carry this out include: 
 

(i) Identifying the industries that are most likely to receive support from the provincial 
and national levels. 

(ii) The best way to do this is to see which industries listed in provincial and national 
plans for the project cities, for Heilongjiang, or for the Northeast could be supported 
by provincial and national governments in the project cities.  

(iii) Determining which industries from the best match with local skills, capabilities, and 
markets. 

(iv) Determining which specific provincial or central government programs are most 
suitable. 

(v) Working with provincial and central government to gain support for the investments 
necessary to build these industries. 

 

(xi) Making the Public Investments Necessary to Foster Economic Diversification 
 

70. Developing and diversifying the economies of the subregion will require priority public 
investments, particularly in infrastructure, capacity building, and “place-making,” among others. 
In infrastructure, we have noted the need for industrial parks, for access roads and rail, for “last 
mile” water resource transport, for city to industrial park transport, for inbound / outbound logistics 
facilities, and for SME support centers. In terms of capacity building, we have identified support 
for start-ups and entrepreneurs, technical processing expertise, marketing and branding 
expertise, machinery and equipment expertise, and R&D capabilities as key areas for capacity 
building. In terms of “place making,” the cities need investments in community revitalization, in 
social and cultural amenities, in environmental remediation, and in features that give people 
reasons to come to the area and stay in the area.  
 

71. We also indicate that several of the investments proposed by the cities of the subregion 
to the ADB involve direct infrastructure support to industrial parks and other areas to promote 
economic diversification, basic infrastructure, and environmental remediation investments that 
should be viewed as an integral part of the economic development and diversification program 
because they help in place making for the cities, and others are less directly linked to the 
development and diversification agenda. These are described in the full report. 
 

72. Infrastructure priority areas would include: 
 

(i) Investments to bridge “last mile” gaps that have created bottlenecks in existing or 
potential industrial developments. 
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(ii) Prudent development of industrial parks, including needed infrastructure, SME 
support centers, and logistics facilities. 

(iii) Provision of other forms of industrial space, including inner city office space for IT 
related or enabled businesses and small workshop spaces for SMEs and craft-
type industries. 

(iv) Provision of needed utilities on a cost-effective and/or year-round basis taking 
advantage of the “byproduct economy” and “self-provision” of utilities where 
possible. 

 

73. The specific steps for developing capacity-building investment include: 
 

(i) Identification of skills and capabilities in the subregion and redeployment 
when necessary. The point here is that the subregion does have pockets of skills 
and capabilities. In some cases, such skills have been allowed to dissipate with 
the collapse of individual companies. If possible, such skills and capabilities should 
be linked to other companies or other industries to retain them within the 
subregion. 

(ii) Vocational training and tertiary education (VTE) that spans all the pillar industries, 
as well as industries that are related to these pillar industries through vertical or 
horizontal linkages, particularly in relevant machinery and equipment and support 
services. 

(iii) VTE that spans the relevant disciplines necessary to build new industries 
and businesses. This includes technical disciplines, but also includes finance, 
marketing, general management, distribution, logistics, and other activities 
necessary for businesses to succeed.   

(iv) Programs for entrepreneurs and small business owners that focus on the 
challenges of start-up companies and SMEs. Most start-ups fail and most of the 
failures are due more to a failure to understand how to run a business than a 
technical failure. Links to university research and research institutes that have a 
specialty in the relevant industries and clusters. This does not mean that a 
research institute needs to be founded locally for every major sector in each the 
project cities (though for industries that are widespread like food processing, it 
might mean this), but rather that the cities and the companies in the cities need to 
have access to high-quality research, not just into product technology, but also 
process technology. For some industries in might mean a single institute that can 
work with companies across the project cities. In other industries, it might mean 
close links with universities or research institutes in Harbin, Beijing, or elsewhere. 
In each case, the appropriate solution needs to be sought. 

(v) Access to technology transfer. The industries that the cities are considering for 
diversification and the others that have been identified in this report are relatively 
new in the project cities, but they are not new elsewhere. Each city should have a 
technology transfer office that can help local industries identify and source best-
practice technology or capabilities in the PRC or elsewhere. There is no reason for 
the project cities to reinvent wheels that have been invented elsewhere. 

 

74. The “place making” investment priorities should be: 
 

(i) “Place saving” investments that provide substantial environmental remediation or 
revitalization, or that provide basic services needed to create an attractive 
environment for businesses and for mobile professionals. 
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(ii) Investments that create attractive public amenities (retail, cultural attractions, 
entertainment options, etc.) and that increase the attractiveness and use of public 
spaces, perhaps by making more public spaces year-round spaces. 

(iii) Investments that create interaction spaces that foster communication, innovation, 
and business development. 

(iv) Investments that help define the cities and provide them with a recognizable 
symbol of the city. 

 

(xii) Ensuring Cooperation within the Subregion and between the Subregion and Other 
Jurisdictions in the People’s Republic of China 

 

75. One theme that runs through the economic diversification strategies for the project cities 
is that of subregional information sharing and cooperation. Simply put, there are many things that 
the economies of the project cities can do together that they cannot do separately. 
 

76. The detailed steps to carry this out include: 
 

(i) ensuring ongoing communication between the different local governments in the 
subregion, the provincial government, and the central government;  

(ii) sharing information and enhance interaction between the local economies to 
create a larger local market;  

(iii) working toward a division of labor where different cities specialize in different 
activities;  

(iv) identifying areas for joint infrastructure investment and promotion, such as tourism; 
and  

(v) promoting the development of associations of companies and the private sector to 
act as economic development partners with local governments. 

 

V GUIDANCE AND TRAINING NEEDS 

 

77. The following is an assessment of guidance and training needs concerning economic 
diversification in the project-city subregion. 
 

A. Guidance and Training Needs: Economic Policy  
 

78. In our view, the stated economic policies at the national, provincial, and local levels when 
it comes to economic diversification for the subregion are pointing in the right direction. The desire 
and commitment to diversify the economies is clearly there. Several investments are being carried 
out to make this happen, including investments in infrastructure, workforce development, and 
industry development. We note, however, that it is still early days in the diversification process. 
This means that the process of implementing the stated diversification goals has yet to be done, 
which in turn means that implementing the stated strategy is an immediate priority. 
 

79. In addition, we believe that there is scope to think much more broadly about the 
diversification process than the current plans would indicate. The current plans tend to focus on 
individual sectors rather than on complete supply chains and industrial clusters. They also do not 
cover several types of diversification that are possible within the subregion. Thus, while the 
current plans make sense and should go forward, they tend to be somewhat piecemeal. We 
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believe that viewing the diversification process in a more comprehensive and integrated fashion 
would be beneficial.  
 

B. Guidance and Training Needs: Urban Development and Infrastructure 
 

80. In our view, the project cities, and Heilongjiang Province, have done a great deal of work 
on the urban development and land usage in the subregion. The key priorities of the urban 
development plans, including replacing of shanty towns with modern accommodations, extending 
basic services to parts of cities that have yet to receive those services, ensuring water supplies, 
environmental remediation and rehabilitation, and in some cases building new centers or sub-
centers for the cities, have been well-thought out. The challenge in these areas is not so much in 
understanding the right thing to do; it is generating the funds necessary to carry out the programs 
in a financially constrained environment. Further complicating the matter is that the relatively small 
sizes of the local economies mean that it is unlikely that private sector capital will be available to 
carry out many, if any of the projects. 
 

81. In terms of land usage, the project cities have existing or planned industrial parks that 
should be sufficient, or more than sufficient, for the medium and large-scale companies 
envisioned for their pillar industries. These industrial parks are outside of the city centers and 
there is ample land for these parks. One area that has not been addressed to our knowledge is 
the notion of spaces for SMEs that generally will not be attracted into industrial parks away from 
the population centers. For such companies, industrial spaces within the urban areas or 
immediately on the outskirts of these areas are usually the best. The reason is that these types 
of companies often rely on the support services that are generally available within the urban 
setting that are unlikely to be available in an industrial park until the park is close to full. Our 
preliminary view is that the local governments will not find much difficulty in finding space for such 
activities within the urban areas and that the cleared shanty town areas would be more natural as 
locations for such activities than the mine remediation areas, as the shanty town areas (or former 
shanty town areas) are reasonably large and are much easier to rehabilitate for industrial or 
commercial use than mine remediation areas. We will address this topic in the DFR. 
 

82. In our view, the infrastructure priorities identified by the project municipalities and the 
Heilongjiang Government are appropriate. These involve enhancing the transportation between 
the subregion and the rest of the PRC (and Russia), enhancing transportation within the region, 
and enhancing transportation within each city; ensuring supply of water and utilities to urban and 
industrial areas; and building the infrastructure to support the industrial parks. Thus, we see no 
guidance that is needed in terms of urban development and infrastructure planning per se. 
Instead, it is more a matter of determining the overall pattern of desired diversification and using 
this to prioritize the execution of plans largely in place. 
 

83. In this regard, the presentation materials developed for the project workshop and those 
that will accompany the DFR, and the reports themselves will provide the material that the local 
and provincial authorities can use to help prioritize urban development, land usage, and 
infrastructure provision. 
 

C. Guidance and Training Needs: Capabilities for Diversification 
 

84. The most obvious capabilities required for economic diversification are the technical 
capabilities necessary to start, build, and further develop companies in the relevant sectors. This 
includes knowledge of core technologies, the ability to develop and test products, the ability to 



21 
 

project markets and to sell to potential customers, the ability to brand where necessary, the ability 
to distribute products around the region or around the country, and the ability to manage the whole 
process. As many of the industries that the cities are focusing on are relatively new to the 
subregion, it is not surprising that there are capacity gaps in the relevant technologies, marketing 
expertise, and knowledge of local and non-local markets. In addition, since the economies of the 
cities were built around a limited number of large resource companies with their headquarters and 
senior managements elsewhere, experience in entrepreneurship, SME development, business 
development, finance, marketing, branding, R&D, and other general management activities are 
also limited. 
 

85. The secondary and tertiary education and training institutions in the cities are trying to 
meet the manpower challenge by expanding the majors that they offer, by cooperating with each 
other, by cooperating with institutions from outside the subregion, by cooperating with companies, 
and by bringing in capabilities from elsewhere. In addition, several local research institutes are 
being formed or expanded to try to meet the R&D needs of a diversifying economy. There are 
also business programs and programs for entrepreneurs available in some of the cities, and SME 
support centers in some of the cities. These are important positive steps. However, the education 
and training sector is notoriously slow to react in most places around the world, funding and 
staffing for new majors and programs can take time, R&D personnel can be hard to find, and 
SMEs often need not just training, but ongoing advice and support.  
 

86. We do not have the full details of what is available in each of the cities, so we might be 
suggesting things that are already being done, or are already in place. However, we would 
suggest at a minimum that each city have access to: 
 

(i) Identification of skills and capabilities in the subregion and redeployment when 
necessary. The point here is that the subregion does have pockets of skills and 
capabilities. In some cases, such skills have been allowed to dissipate with the 
collapse of individual companies. If possible, such skills and capabilities should be 
linked to other companies or other industries to retain them within the subregion. 

(ii) VTE that spans all its pillar industries, as well as industries that are related to these 
pillar industries through vertical or horizontal linkages, particularly in relevant 
machinery and equipment and support services. 

(iii) VTE that spans the relevant disciplines necessary to build new industries and 
businesses. This includes technical disciplines, but also includes finance, 
marketing, general management, distribution, logistics, and other activities 
necessary for businesses to succeed.   

(iv) Programs for entrepreneurs and small business owners that focus on the 
challenges of start-up companies and SMEs. Most start-ups fail and most of the 
failures are due more to a failure to understand how to run a business than a 
technical failure.  

(v) Links to university research and research institutes that have a specialty in the 
relevant industries and clusters. This does not mean that a research institute needs 
to be founded locally for every major sector in each the project cities (though for 
industries that are widespread like food processing, it might mean this), but rather 
that the cities and the companies in the cities need to have access to high-quality 
research, not just into product technology, but also process technology. For some 
industries in might mean a single institute that can work with companies across the 
project cities. In other industries, it might mean close links with universities or 
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research institutes in Harbin, Beijing, or elsewhere. In each case, the appropriate 
solution needs to be sought. 

 

87. Access to technology transfer. The industries that the cities are considering for 
diversification and the others that have been identified in this report are relatively new in the 
project cities, but they are not new elsewhere. Each city should have a technology transfer office 
that can help local industries identify and source best-practice technology or capabilities in the 
PRC or elsewhere. There is no reason for the project cities to reinvent wheels that have been 
invented elsewhere. 
 

88. While some of these steps can be taken with funding that is available from provincial and 
central government sources, external finance may allow for a faster funding of degree programs, 
vocational training programs, SME and entrepreneur programs, and research programs. These 
could be promising investments to aid in economic diversification. 
 

VI NEXT STEPS 

 

89. There are several next steps that can be taken in terms of public and private sector action 
to further diversify the economy of the project cities.  
 

90. Understand the task. A more diversified economy is likely to be a more stable economy 
for the project cities. The central, provincial, and local governments all recognize this and a great 
deal of good work is already being done in this area. However, there are no “magic wand” 
solutions that will instantly create a diversified economy in the subregion. This is likely to be a 
generational task. In addition, there are only solutions that require time, effort, and cooperation 
across jurisdictions. 
 

91. Work to overcome the challenges in the local environment, including location, small 
markets, climate, infrastructure gaps, costs, lack of capital, capabilities gaps, corporate structures 
and/or mindsets, lack of clusters and supply chains, environmental difficulties, and the present 
economic and/or financial conditions. These will take time and will not be easy, but there are 
examples of companies that have overcome the challenges already. 
 

92. Learn from local and international examples. There are several examples of coal-rich 
regions that have transformed their economies through a combination of environmental 
remediation, investment in education and community services, and attraction of new business. 
These examples show that the process is difficult and time-consuming, but that transformation 
can take place. For individual industries and industry clusters, there are examples from within the 
PRC that can be used to understand how they developed and what the subregion needs to 
develop similar industries and clusters. In extending pillar industries, for example, there are 
existing examples of places that have developed broader and deeper versions of the industries 
now present in the subregion. 
 

93. Explore the opportunities outlined in this document. These include building pillar 
industries, extending pillar industries, developing clusters around pillar industries, developing 
import substitution opportunities, taking advantage of improved transportation, improving the 
environment for SMEs and other types of companies, attracting back entrepreneurs from other 
parts of the PRC, and taking advantage of Manufacturing 2025 and other central government 
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programs to promote industrialization. Each of these represents a substantial opportunity for 
economic diversification. 
 

94. Make priority public investments, particularly in infrastructure, capacity building, and 
“place-making” among others. In infrastructure, we have noted the need for industrial parks, for 
access roads and rail, for “last mile” water resource transport, for city to industrial park transport, 
for inbound and/or outbound logistics facilities, and for SME support centers. In terms of capacity 
building, we have identified support for start-ups and entrepreneurs, technical processing 
expertise, marketing and branding expertise, machinery and equipment expertise, and R&D 
capabilities as key areas for capacity building. In terms of “place making,” the cities need 
investments in community revitalization, in social and cultural amenities, in environmental 
remediation, and in features that give people reasons to come to the area and stay in the area. 
Such “place making” investments should be considered an integral part of the economic 
development and diversification strategy. 
 

95. Support sector-independent development. Most of the development programs of the 
project cities take a sectoral approach to development. However, no government and no set of 
outside experts can identify all the potential industries and sectors that might emerge in the 
subregion. That means it is crucial to create an environment that is good for companies regardless 
of the sector they are in. Local environments must be friendly to start-ups and inward investors 
regardless of sector. This requires infrastructure, education and training programs, industrial 
space, SME support services, a one-stop shop for government approvals, and access to capital. 
With a good environment, entrepreneurs can investigate their own options, even in industries that 
have not been pre-selected. This is an important feature that needs to be fostered in the local 
economies. 
 

96. Support development through different types of firms. No single type of firm will be 
able to ensure the economic and industrial diversification of the project cities. Instead, 
diversification will require contributions by large local firms, by local SMEs and start-ups, by 
companies from elsewhere in the PRC, including those run by entrepreneurs from the project 
cities, and by firms from abroad. Investment promotion and support for these types of firms will 
be necessary going forward. 
 

97. Ensure and facilitate strong cooperation between (i) different levels of government; (ii) 
governments of the project cities; (iii) the public and private sector; and (iv) government, 
institutions, and companies across the subregion. This means coordination of infrastructure plans, 
coordination in industrialization plans, joint marketing to national and international markets (in 
tourism, for example), and a division of labor when it comes to developing individual sectors, 
industrial clusters, supporting industries (such as equipment, machinery, and support services), 
research centers, and educational institutes. Cooperation across the project cities may require 
coordination at the provincial level and approval from the central government. 
 

VII CONCLUSION 

 

98. The national, provincial and municipal governments have started initiatives in several 
areas identified above. The proposed ADB project will be supporting infrastructure investment to 
the industrial development of the jurisdictions, improve local social and economic conditions, and 
enhance the ability of the jurisdictions to brand their locations. ADB will also be supporting 
environmental remediation and the transformation of some areas potentially suitable for industrial 
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development. ADB will also be supporting programs to enhance the capabilities of SME and start-
up firms through loan and equity financing.  Other programs are also being considered. These 
might be viewed as concrete advances from the ADB undertaking in the subregion. 
 

99. The project cities and ADB as part of the project are already taking initiative in several 
areas identified above. In particular, the ADB will be supporting infrastructure investment to 
underpin the industrial development of the jurisdictions, improve local social and economic 
conditions, and enhance the ability of the jurisdictions to brand their locations. The ADB will also 
be supporting environmental remediation and the transformation of some areas potentially 
suitable for industrial development. The ADB will also be supporting programs to enhance the 
capabilities of small and medium sized firms (SMEs) and start-up firms through loan and equity 
financing.  
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VIII STATISTICAL APPENDIX 

 

Table 3: Population for Hegang, Jixi, Qitaihe, and Shuangyashan 2005-2015 

Year 
Population (thousand persons) 

Hegang Jixi Qitaihe Shuangyashan TOTAL 

2005 1,099 1,914 884 1,502 5,399 

2006 1,093 1,908 891 1,500 5,392 
2007 1,093 1,911 895 1,504 5,403 

2008 1,094 1,908 902 1,505 5,409 
2009 1,094 1,907 928 1,508 5,437 

2010 1,091 1,892 929 1,516 5,428 
2011 1,088 1,889 927 1,512 5,416 

2012 1,085 1,859 924 1,504 5,372 
2013 1,078 1,866 920 1,498 5,362 

2014 1,070 1,836 882 1,490 5,278 
2015 1,056 1,812 831 1,474 5,173 

Change 2005-2015 -43 -102 -53 -28 -226 
Change 2010-2015 -35 -80 -98 -42 -255 

% change 2005-2015 -3.9% -5.3% -6.0% -1.9% -4.2% 
% change 2010-2015 -3.2% -4.2% -10.5% -2.8% -4.7% 

Sources: CEIC, Municipal Governments of the Four Cities.  

 

Table 4: GDP of the Four Cities (RMB billion) 
 2008 2009 2010 2011 2012 2013 2014 2015 

Hegang 

GDP 18.5 20.2 25.1 31.3 35.8 32.0 26.0 26.6 

GDP Growth 12.2% 13.9% 16.5% 14.2% 13.7% -9.0% -9.7% 4.0% 

per Capita GDP (RMB) 16,887 18,509 23,044 28,768 32,968 29,594 24,154    25,400 

Jixi 

GDP 31.6 35.4 42.0 50.8 58.2 57.1 51.6 51.4 

GDP Growth 12.3% 13.9% 16.6% 14.6% 14.6% 1.5% 1.0% 4.1% 

per Capita GDP (RMB) 16,541 18,547 22,083 26,864 31,076 30,653 27,881 28,033 

Qitaihe 

GDP 18.7 23.4 30.5 30.8 29.9 22.9 21.4 21.3 

GDP Growth 25.6% 23.8% 25.1% 5.3% 8.3% -14.0% 2.4% 4.1% 

per Capita GDP (RMB) 20,826 25,534 32,891 33,209 32,308 26,122 25,123  

Shuangyashan 

GDP 26.0 29.9 39.6 50.3 56.5 55.5 43.27 43.33 

GDP Growth 15.2% 14.1% 24.6% 15.6% 13.5% 2.1% -11.5% 3% 

per Capita GDP (RMB) 17,285 19,817 26,215 33,215 37,490 36,983 28,964  

Sources: CEIC, CDO, Heilongjiang Statistical Yearbook 2015, the Municipal Governments of the four cities, and 
Government website of Shuangyashan.  

 

http://www.adb.org/Documents/RRPs/?id=49021-002-3
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Table 5: GDP by Main Sectors, in Selected Years for the Four Cities (RMB billion) 

GDP 2000 2004 2008 2010 2011 2012 2013 2014 2015 

 Hegang 6.3 10.5 17.9 25.1 31.3 35.8 32.0 25.9 26.6 

 % Primary Industry 28% 24% 25% 26% 28% 29% 29% 38% 35.3% 

 % Secondary Industry 39% 44% 46% 47% 48% 47% 45% 32% 30% 

 % Tertiary Industry 34% 31% 29% 27% 24% 24% 26% 31% 34.9% 

 Jixi 12.4 19.5 31.6 42.0 50.8 58.2 57.1 51.6 51.5 

 % Primary Industry 27% 28% 27% 26% 26% 28% 29% 34% 37% 

 % Secondary Industry 41% 41% 32% 42% 42% 41% 39% 30% 25% 

 % Tertiary Industry 32% 30% 41% 32% 32% 31% 32% 36% 38% 

 Qitaihe 5.6 9.7 18.7 30.5 30.8 29.9 24.1 21.4 21.3 

 % Primary Industry 12% 12% 9% 7% 9% 10% 13% 15% 16% 

 % Secondary Industry 49% 53% 59% 66% 63% 58% 46% 41% 37% 

 % Tertiary Industry 39% 35% 32% 26% 28% 32% 41% 45% 47% 

 Shuangyashan 8.4 13.7 26.0 39.6 50.3 56.5 55.5 43.27  43.33 

 % Primary Industry 29% 28% 31% 30% 32% 33% 34% 36.8% 38% 

 % Secondary Industry 38% 43% 43% 45% 46% 46% 43% 36.6% 23% 

 % Tertiary Industry 33% 28% 26% 25% 22% 22% 23% 26.7% 39% 

 
GDP 2000 2004 2008 2010 2011 2012 2013 2014 2015 

 Hegang 6.3 10.5 17.9 25.1 31.3 35.8 32.0 25.9 26.6 
Primary Industry 1.8 2.5 4.5 6.5 8.8 10.4 9.3 9.8 9.4 

Secondary Industry 6.7 10.9 18.4 25.6 31.8 36.3 32.5 26.2 26.9 
Tertiary Industry 2.1 3.3 5.2 6.8 7.5 8.6 8.3 8.0 9.3 

 Jixi 12.4 19.5 31.6 42.0 50.8 58.2 57.1 51.6 51.5 
Primary Industry 3.3 5.5 8.5 10.9 13.2 16.3 16.6 17.5 19.1 

Secondary Industry 5.1 8.0 10.1 17.6 21.3 23.9 22.3 15.5 12.9 
Tertiary Industry 4.0 5.9 13.0 13.4 16.3 18.0 18.3 18.6 19.6 

 Qitaihe 5.6 9.7 18.7 30.5 30.8 29.9 24.1 21.4 21.3 
Primary Industry 0.7 1.2 1.7 2.1 2.8 3.0 3.1 3.2 3.4 

Secondary Industry 2.7 5.1 11.0 20.1 19.4 17.3 11.1 8.8 7.9 
Tertiary Industry 2.2 3.4 6.0 7.9 8.6 9.6 9.9 9.6 10.0 

 Shuangyashan 8.4 13.7 26.0 39.6 50.3 56.5 55.5 43.3 43.3 
Primary Industry 2.4 3.8 8.1 11.9 16.1 18.6 18.9 15.9 16.5 

Secondary Industry 3.2 5.9 11.2 17.8 23.1 26.0 23.9 15.8 10.0 
Tertiary Industry 2.8 3.8 6.8 9.9 11.1 12.4 12.8 11.6 16.9 

Note: Absolute amounts for primary, secondary, and tertiary are estimated from the percentages. 
Sources: CEIC, Heilongjiang Statistical Yearbook 2015, Municipal governments of the four cities; ESA. 

 

Table 6: GDP and Per Capita GDP of Cities in the Heilongjiang Province, 2014 
Region GDP (RMB billion) Real GDP Growth  per capita GDP (RMB) 

Harbin 534.0 6.9%       53,872  

Daqing 407.8 4.5%     146,518  

Qiqihar 120.9 5.1%       23,099  

Suihua 119.0 6.7%       21,467  

Mudanjiang 113.0 7.2%       42,792  

Jiamusi 76.6 6.8%       32,864  

Jixi 51.6 1.0%       27,881  

Shuangyashan 43.3 -11.5%       28,964  

Heihe 42.1 8.0%       24,731  

Hegang 26.0 -9.7%       24,154  

Yichun 25.6 -9.4%       20,885  

Qitaihe 21.4 2.4%       25,123  

Daxinganling 12.8 4.1%       25,509  

Source: Heilongjiang Statistical Yearbook 2015. 

 


