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Abstract: Countries around the world have carried out digital transformations to improve their
economic resilience. As the largest developing country, China put forward the “channeling computing
resources from the East to the West (CCREW)” project in 2022 to balance and promote the development
of various regions. This paper constructs a three-region computable general equilibrium model
covering the eastern, western, and other regions and evaluates the impact of the project on economic
development, social welfare, and carbon emissions in different regions. By simulating the transfer
share of the CCREW project, this paper attempts to further reveal the impact of the policy both on
regional differences and national development. The results show that the effects of the project are
quite different among regions. Our findings can be summarized as follows. (1) In terms of carbon
dioxide emissions, the policy will cause emissions to shift from the East to the West. (2) In terms of
economic development, the policy will lead to an overall downward trend in the GDP of the eastern
and other regions, whereas for the western region, the policy will promote the development of the
regional economy. Regional differences may affect the implementation of the policy and its effects.
(3) In terms of social welfare, the policy will result in an inverted U-shaped change in social welfare
at the national level, which first rises and then falls, and will change from positive to negative when
the transfer share exceeds 20%. At the regional level, social welfare in the eastern and other regions
will decline, whereas that in the western region will show an inverted U-shaped change that first
increases and then decreases. (4) In the short term, the project at the national level has reduced carbon
emissions at the expense of economic development and incurred a loss in social welfare.

Keywords: multi-region CGE; digital economy; regional development

1. Introduction

Facing the impact of the COVID-19 pandemic and the pressure to maintain economic
growth, countries around the world have paid more attention to the development of the
digital economy, increased investment in digital technology research and development, for-
mulated digital economic development strategies, and promoted the digital transformation
to promote economic growth and transformation. As the future development direction of
the global economy, the digital economy has shown resilience in the face of external shocks
and become an important driving force for global economic recovery and development.
Japan proposed the concept of Society 5.0 to solve social problems such as population aging
and labor shortage. Similarly, the European Union successively proposed the concepts
of Industry 4.0 and Industry 5.0 to promote sustainable development. As a major new
economic engine for China’s development, the digital economy has been the focus of
China’s domestic development in recent years. China hopes to join the ranks of innovative
countries by 2035. In the field of informatization, it proposes three major goals of “a digital
China, network power, and a smart society,” which emphasize the integration of new forms
of industrialization and informatization using the Internet of Things, big data, artificial
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intelligence, and the real economy [1]. Against the background of China’s unbalanced
regional development and under the dual pressures of economic development and green
development, the development of the digital economy will become an important step
in China’s path toward industrialization and serve as an important engine for economic
development. China’s digital economy is developing rapidly. According to the China
Academy of Information and Communications Technology, the average annual economic
growth rate was 15% from 2016 to 2021. As shown in Figure 1, in 2021, the scale of China’s
digital economy reached 45.5 trillion yuan, which is double that in 2016.
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Figure 1. 2016-2021 China’s digital development.

Facing the reality that China’s economic development and regional resource endow-
ments are quite different, it must take the comparative advantages of regional endowments
into account and promote the coordinated development of China’s various regions. In 2022,
China proposed the CCREW project to construct a new computing network system that
integrates data centers, cloud computing, and big data and shifts the computing power
currently located in the East to the West in an orderly manner. The specific construction
conditions are shown in Table 1.

Table 1. Hub classification of the CCREW.

Beijing-Tianjin-Hebei Hub Guangdong-Hong Kong-Macau Hub
Inner Mongolia Hub Ningxia Hub
Chengdu-Chongqing Hub Gansu Hub

The National (Guizhou) Hub Node of the National

Integrated Computing Power Network Yangtze River Delta Hub

It is necessary to further study the impact of the CCREW project at the national
and regional levels. From an economic perspective, it is a large cross-regional project
that represents the Chinese government’s efforts to improve industrial planning and the
coordination of regional development. It is a tool that is often used and has played an
important role in the social development of both countries as a whole as well as specific
regions. As early as China’s trans-regional power reform—that is, the “West-to-East Power
Transmission” stage—interprovincial power transmission between the eastern and western
regions was proposed. However, in the new high-quality stage of China‘s economic
development, problems related to the energy trade in China’s eastern and western regions
have become prominent, as they are used as energy inputs and outputs, respectively.
Although the demand for power trading is increasing, the western region is unwilling
to simply package and send digital elements to the eastern region, as it prefers local
consumption. For example, the Shanghai Miao Economic Development Zone in Inner
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Mongolia has vigorously developed the equipment manufacturing industry but is unwilling
to transmit digital elements to Shandong Electric Power, and, similarly, Yunnan Province
is unwilling to transmit digital elements to Guangdong. Therefore, considering that the
Chinese government has focused on strengthening its economic prediction and analysis
capabilities, quantifying the policy effects and externalities produced by such projects is
very important in evaluating their efficacy in doing so. The goals of regional governments
have become an important issue in the operability of such policies.

Some papers emphasize the regional differences in digital economy. Regional het-
erogeneities in the role of digital economy in boosting economic growth actually exist.
The promoting effect is more significant in the eastern and central regions of China, com-
pared with the driving effect on the western region [2]. Namely, the digital economic
dividend has not been fully realized in western areas in China. Similarly, the research of
Pan et al. also provides evidence for this regional diversity; digital integration accelerates
high-quality growth in eastern China, whereas in the central and western regions this
growth is relatively inferior [3]. Our paper aims at to contribute to the insufficient research
about regional divergences in developing digital economy. We comprehensively explore
economic growth, welfare loss, and carbon emissions of different regions in China after
implementing the national digital economy policy. Specifically, by simulating the transfer
share of the CCREW project, this paper attempts to further reveal the impact of the policy
both on regional differences and national development.

Our research findings can be described as follows. From a regional perspective, the
policy will result in a shift in emissions from the East to the West and will lead to an
increase in carbon emissions in other regions. In terms of economic development, it will
lead to an overall downward trend in the GDP of the eastern and other regions, whereas
for the western region, it will promote the development of the regional economy. At the
regional level, social welfare in the eastern and other regions will decline, whereas that in
the western region will show an inverted U-shaped change that first increases and then
decreases. From a national perspective, in the short term, the CCREW project reduces
carbon emissions at the national level as well as the cost of economic development. In
terms of social welfare, the policy will create an inverted U-shaped change in social welfare
at the national level, which first rises and then falls and changes from positive to negative
when the transfer share exceeds 20%.

The possible contributions of this paper include the following. (1) In terms of data,
this paper uses the information entropy optimization method to construct a social account-
ing matrix in units of regions, which reduces data errors and is the latest inter-regional
data matrix currently available. (2) In terms of models, this paper carries out elemental
processing of the digital industry. On the one hand, this method is more consistent with the
characteristics of digital elements than those used in previous studies, and thus the use of
digital elements is affected by factors such as price rather than a fixed proportion of input.
On the other hand, this article also portrays the commodity characteristics of the digital
industry and thus reflects the behavioral characteristics of the industry. Taken together,
the description of the operating mechanism of the digital industry is more in line with
the actual economic situation. (3) This paper further quantifies the impact of the CCREW
project on the economic—social-carbon emissions system and clarifies regional changes and
at the same time analyzes the national impact, which provides a reference for follow-up
evaluations of the project’s implementation.

The remainder of this paper proceeds as follows. Section 1 is the introduction. Section 2
is the literature review. Section 3 is the model establishment, data collation, calculation
process, and the impact scenario setting of the model. Section 4 presents the model results
and analysis, and Section 5 concludes and offers policy recommendations.

2. Literature Review

This paper takes China’s CCREW project as the research object and seeks to explore
its impact on the regional economy—welfare—carbon emissions system by constructing a



Sustainability 2023, 15, 2780

40f18

multiregional general equilibrium model. As far as we know, we don’t find any similar
research on this topic. Fortunately, we find some clues from the following literatures.

Intrinsically, implementing such an incentive digitalization policy is based on the
underlying logic that digital economy can impose a positive function on development.
Existing literatures about digital economy principally focus on three points: the definition
of digitalization, the indicators to assess the actual level of digital economy, and possible
influences on some important aspects for economy growth, such as productivity, innova-
tion, industrial structure, carbon emissions, energy, and balance of regional development.
A common conclusion of these literatures indicates that digital economy can encourage the
long-term development for countries, regions, and business entities. As digital economy
significantly facilitates social productivity through high-tech innovation and application,
including mobile networks, artificial intelligence (AI), blockchain, and cloud computing,
digital economy works as an innovation driver for the extensive and sustainable develop-
ment of TFP [4-6]. Chirkunavo and others point out the transition to digital technologies
in both industrial and social sectors can affect the transformation of the modern economy.
Specially, differences of financing for the information and communication technologies
(ICT) lead to the divergence of regional innovative development [7]. Similar findings also
appear in the research of Ding and his coauthors. They find that digital economy promotes
high-quality economic development in the way of boosting technological innovation [2].
Besides, the development of the digital economy has become a new vector to promote the
upgrading of China’s industrial structure. In the promotion of the industrial structure by
the digital economy, heterogeneous technological innovation plays an intermediary role [8].
In addition, some researchers have mentioned about the relation between digital economy
and carbon emission. In the work of Zhang and his partners, digital economy has signif-
icantly promoted carbon emission performance, especially by reducing energy intensity,
energy consumption scale, and enhancing urban afforestation [9]. Other researches also
support that digital economy can have a multiplier effect on green and low-carbon devel-
opment [10-12]. More recently, there are some contradictory findings about the relation
between digital economy and energy. Digital economy can optimize energy allocation [13]
and subvert the traditional concept of energy consumption [14]. However, others propose
that the digital economy will increase energy consumption [15,16]. Likewise, Coyne and
Denny hold the view that the development of the digital economy needs infrastructure
support, which is very energy consuming [17]. A recent paper of Lin and Huang states that
digital economy has a dramatically positive impact on electricity intensity [18].

The economical essence of CCREW project is industrial transfer. Many academic re-
searchers have analyzed a lot on the impact of industrial transfer on economic development
and carbon emissions. Akbar et al. observe the impact of carbon transfer network on
ecological performance. Their findings prove that the volume of China’s carbon transfer is
increasing year by year, and the energy-intensive regions and heavy industries bases in
central and western China have undertaken the carbon transfer from the eastern coastal
areas [19]. Liu and his coauthors show that pollution transfer may lead to heterogeneous
impacts on different regions, according to the analysis on industrial pollutant per capital
in eastern and western China from 2003 to 2015 [20]. Mao and his partners pick Jiangsu
Province of China as an example to study the changes in spatial structure of industrial
transfer. Finally, they show that industrial transfer can cause spatial pollution redistribution,
which presents a significant hierarchical pattern. The transfer of different industries also
leads to different impacts on regional pollution [21]. Mo et al. have a similar conclusion
after they discuss the situation in Guangdong Province [22]. However, Yu and Zhang insist
the policy of industrial transfer can dramatically promote the carbon emission reduction,
as they concentrate their research objective around those demonstration areas of China’s
industrial transfer [23]. Liu et al. apply a CGE model to predict the policy effect of in-
dustrial transfer within the Beijing-Tianjin-Hebei region of China. They believe that the
impact differs for industries providers and recipients [24]. Li et al. use a multi-regional
input-output model to testify the path changes of inter-provincial industrial transfer and
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carbon transfer. Their research findings offer important evidences to support that industrial
transfer plays a critical factor on carbon transfer [25]. Bai and his team members study the
industrial transfer and environmental quality in 30 provinces of China and finally prove
the existing interaction and spatial spillover effects between the two factors. Thus, they
propose the evaluation of industrial transfer polices should start from the entire region and
the whole country [26].

In general, current literatures mainly focus on the estimation of economic and envi-
ronmental impacts of industry providers and receivers. They all point out the transfer
effects of different industries vary among regions. Hence, about the CCREW project en-
couraging the transfer of digital industries, we should discuss the combined effects both
across regions and the whole nation, covering the possible impacts on economic and
environmental performance.

3. Data, Model, and Shocks
3.1. Model

The CGE model started from the general equilibrium theory [27] and afterwards was
developed by Johansen [28]. In the study of multi-regional models, the existing literatures
mainly estimate the impact of industrial transfer by observing the impact of industrial
transfer on changes in production equipment and equipment sectors [29-32]. In model
construction, this paper refers to the previous literatures and adjusts according to our
research topics. Regional model construction can be classified into subject behavior module,
production behavior module, consumption behavior module, and trade behavior module,
according to the differences in the behavior and subject. Specifically, the subject behavior
module can be classified into consumer behavior module, government behavior module,
enterprise behavior module, and investment behavior module. Among them, the consumer
behavior module includes welfare measurement, which is mainly used to measure the
social welfare change in consumers compared with the baseline.

3.1.1. Production Module

The production behavior is combined with the added value part, composed of labor,
capital, and digital element, the intermediate input part, composed of the input matrix, and
the three-layer nested structure, composed of the constant elasticity invariant function; the
Leontief input output matrix is used as the mathematical expression. The comprehensive
price of added value elements plays a role in the selection process of added value and
intermediate inputs. The price of each factor plays a decisive role in the distribution process
of the use of each factor. Specifically, the first layer consists of digital elements and capital,
which together form a capital power integrated element. This element communicates with
labor to form a mixed element of capital, labor, and digital elements, and is included in
the total product production as added value. For intermediate input products, the total
intermediate input products are aggregated through the fixed input factor matrix, and
finally the total output is formed through the constant elasticity function of the added
value. See Formulas (1)-(6) for details.

QKC; = TAKC; * ((51<c1» « QKDPXC 4 (1 — 5KC;) QCD;DKCI) p O
WK _ _0KC (QCD;\ "t o
PC; 1—0KC; \QKD;

The first-layer production equation is shown in Formulas (1) and (2). QKD; represents
the composite element of capital and digital elements, WK represents the price of capital
element, QKC; stands for capital element, QCD; stands for digital element, PC; repre-
sents the price of digital elements factor, JKC; represents the share coefficient of capital,
TAKC; represents the technical parameters of the first layer, and pKC; represents the elastic
parameters of the first layer, where i represents the industry.
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; \1/pVA;
QVA; = TAVA; * <5AVAi « QKCPM 4 (1 — 5AVA;) QLD;VAI) P 3
PKC; __SAVA; _(QLD;\'"PAV4 N
WL ~ 1-6AVA; \ QKGC

The second-layer production equation is shown in Formulas (3) and (4). QVA; repre-
sents the composite element of capital, digital element, and labor, QLD; represents labor,
WL represents labor price,  AVA; represents the share coefficient of capital digital com-
posite factor, TAVA; represents the technical parameters of the second floor, and pVA;
represents the elastic coefficient of the second layer.

. N 1/pA;
QA; = TA, + ((5A1~ « QVAPY 1 (1 - 6A) * QINTAfA’) b (5)
PVA; _ _0Ai _(QINTA 1=p; ©)
PINTA;  1—0A; QVA,

The third-layer production equation is shown in Formulas (5) and (6). QA; stands
for total output, QINTA; represents total intermediate input PVA; stands for composite
factor price, PINTA,; represents the composite price of intermediate inputs, J A; represents
the share coefficient of capital figure labor composite factor, TA; represents the technical
parameters of the third layer, and pA; represents the elasticity coefficient of the third layer
in the production stage.

3.1.2. Trade Module

The trade module includes information on three aspects: industrial transfer location
(i.e., industry undertaking location), other regions, and import and export trade. Based on
this information, the trade module builds a trade function with a three-layer nested struc-
ture. In the trade phase, it is assumed that although the quality of imported and exported
products from different sources varies, the products can be substituted. Therefore, this
paper mainly uses the Armington function to express this stage behavior. In the first layer,
the two out-of-region trade flows are compounded by the Armington function to form the
domestic trade flow equation; in the second layer, the domestic and international trade
flows are reviewed by the Armington function, which constitutes the regional trade flow
equation; in the third layer, the regional trade flow and local use are checked by the Arm-
ington function to form the total regional output/total use equation. See Formulas (7)-(12)
for details.

The first-level import trade equation is shown in Formulas (7) and (8), where QEZ;
represents the total amount of domestic inflow trade, QES; represents the total amount
of inflow trade in the domestic target area, PES; represents the value of commodity trade
inflows in the target domestic area, and QER; represents inflows from other domestic areas.
The total amount of trade PER; represents the price of commodity trade inflows from other
domestic regions, 6CEZ; represents the share parameters of domestic target regions in
domestic inflows, TCEZ; represents the commodity differential spillover from domestic
trade, and pCEZ; represents the elasticity of domestic inflows.

QEZ; = TCEZ; (3CEZ, » QESI™F + (1 - 6CEZ)) « QERIF4) ") 7
PESl _ (5CEZZ . QERZ 1-pCEZ; (8)
PER; 1-0CEZ; \ QES;

The second-level import trade equation is shown in Formulas (9) and (10), where
QEO,; represents total inflows (including imports), PEZ; represents the price of domestic
commodity inflows, QE; represents the total import value, PE; represents the value of
commodity imports, and JCEQO; represents the share of commodity imports. pCEO,; repre-
sents the trade elasticity of imported goods, and TCEO,; represents the goods differential
spillover resulting from trade inflows.
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QEOEZTCHI*(&HKL*QEfEQ+{1_5CEOO*QEZ¢EQ)(P ) ©)
- . \ 1-pCEO;
PE, __0CEO;  (QFZ w0
PEZ,  1-6CEO; \ QF

The third-level import trade equation is shown in Formulas (11) and (12), where
QQ; represents the total commodity circulation in the region, QD A; represents the self-
supply of local commodities in the region, PD A; represents the self-supply price of local
commodities in the region, QEO; represents the outflow of commodities (including exports),
PEO; represents the total value of imported commodities, SCET; represents the trade
share parameter of local and self-supplied commodities, TCET; represents the commodity
differential spillover in the total circulation of commodities in the region, and pCET;
represents the elasticity of commodity trade in the region.

4 \ (1/pCET;)

QQ; = TCET; » (SCET; + QDA!FT" + (1 - 6CET;) » QEO{"T ) " an
PDA; _ SCET, (QEO;\' <" (12)
PEO; 1-6CET; \ QDA;

3.1.3. Consumption Module

The consumption behavior forms a circular relationship with the main body behavior,
which is composed of representative consumers, industry enterprises, and the government.
Income is obtained by selling labor, lending, investing capital and taxation, and connecting
with the consumption module to facilitate the interconnection of trade modules.

U=Y PQc*QHc (13)

Ev=u'-u° (14)

In particular, we discuss the social effects of policies through welfare analysis. This
paper uses residents” welfare EV as a reference and introduces residents’ utility U to
compare and measure; details are shown in Formula (13). In Formula (14), U° and ut are
the residents’ utility before and after the project goes, respectively.

3.1.4. Carbon Module

To analyze carbon emissions, this paper also adds the carbon emissions module as
a subsidiary module to the model. It calculates carbon emissions by multiplying the
endogenous energy consumption and exogenous carbon emissions factors in the model.
See Formula (9) for detailed calculations.

CO; = QINT, 4 x EFlyin; + (Finalgove + Finalcusee) * EFIfina (15)

Specifically, the environment module, as a subsidiary module, is calculated according
to the intermediate energy consumption, the final energy consumption, and emissions
factors in the model. CO; stands for carbon dioxide emissions, QINT,, represents the
energy input in the intermediate input, Finalgov, represents the government’s energy
consumption in the final consumption, Finalcuse, represents the energy consumption of
consumers in final consumption, and EF I, and EFlg;,, each represent the CO, emissions
factors in the intermediate input and final consumption stages, respectively.

3.2. Data

According to the definition of the digital economy in the “Statistical Classification of
the Digital Economy and Its Core Industries (2021)” issued by the Chinese government [33],
its core industries are related to digital industrialization and mainly include computer
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communications and other electronic equipment manufacturing. Telecommunications,
broadcasting, television and satellite transmission services, the Internet and related ser-
vices, software, and information technology services, etc., are essential to the development
of the digital economy. According to its definition, this paper lists communications equip-
ment, computers and other electronic equipment, information transmission, software, and
information technology services in the corresponding 42 industry classifications as digital
industries. In terms of regional classification, this paper divides China into the eastern,
western, and other regions. The eastern region includes Hebei, Tianjin, Beijing, Anhui,
Jiangsu, Zhejiang, Shanghai, and Guangdong; the western region includes Sichuan, the
Inner Mongolia Autonomous Region, Guizhou, Gansu, and Ningxia; other regions include
other provinces not covered by the above two regions.

The data processing in this paper is divided into two steps. The first step is to use the
existing inter-provincial and provincial input-output tables as the data source to integrate
and estimate the inter-regional input-output table. In the second step, the industries
are merged, and the social accounting matrix is compiled by combining macro data and
inter-regional input-output tables. The compiled tables are the 2017 provincial-level input-
output tables released by the National Bureau of Statistics of China and the multiprovincial
input-output table based on inter-regional trade flows, with inter-provincial trade as the
main object [34].

The two types of tables have their own emphases on the data collected through the
input-output process. Provincial-level input-output tables contain data on intermediate
inputs, added value, final products, imports and exports, inflows from outside the province,
and outflows from outside the province. The inflow and outflow items rarely describe
inter-provincial trade flows. To include most of the original provincial input-output
table, the inter-provincial input—-output table describes the inter-provincial trade flows in
intermediate inputs and final products, but it lacks information on provincial imports. From
the perspective of data quality, there is a certain difference between the two because of the
differences in their calculation methods. The provincial input—-output table (SRIO) is used
as the official table to ensure the accuracy of the data. The inter-provincial input-output
table (PRIO) uses it as a data source to describe the regional trade flows. The calculation
process is detailed in Appendix A.

The multiregional computable general equilibrium model uses the social accounting
matrix prepared by the input-output table to complete the basic teaching of the model. The
compilation units of the input-output table are generally classified according to the countries
and provinces in the administrative regions, but if there is no classification and compilation
of economic regions such as “eastern region”, “western region” and “other regions”, it is
passed in the previous step. Algorithms are used to address this problem. Therefore, after
obtaining the new inter-regional input-output table, it is necessary to consolidate and organize
it according to sectoral classifications to obtain the social accounting matrix. Considering the
size of the model and the necessary calculation simplification, this paper compresses the social
accounting matrix (SAM) of the original 42 departments into 7 departments according to the
3 industry classifications and department types, namely, agriculture, light industry, heavy
industry, construction, energy, services, and the digital industry.

The SAM is the data source used for this model. The SAM table is compiled according
to the input-output table and describes the economic structure of the region in the form
of a matrix. The rows and columns represent the income and expenditures of the same
account, and the totals are equal; that is, the total income of the account is equal to its total
expenditure. The SAM table constructed in this paper includes activities, commodities,
elements, residents, enterprises, government, investment, domestic policy, other domestic
areas, and foreign countries, for a total of 10 accounts.

3.3. Shocks

This paper constructs a relatively static system by comparing the standard environ-
ment and a shock environment to analyze the CCREW policy. By constructing a static
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model, the explanatory power of the model is focused on short-term policy impacts. Al-
though the observation of long-term policy impacts is sacrificed, as mentioned above, in the
real economy, the short-term effects of an industrial policy will directly affect subsequent
policies. Therefore, it is necessary to build a relatively static system. The analysis in this
paper is based on the baseline scenario; that is, the regional economies will remain in their
original state. In the setting of the shock state, we simulated the scenario in which the trans-
fer share of the digital industry from the eastern to the western region increases from 0% to
100%. Specifically, this paper simulates the situation of relevant economic, environmental,
and welfare indicators for every 5% transfer of the digital industry from the East to the
West. The corresponding scenarios are shown in the Table 2. The items correspond to the
baseline scenario and the scenarios formed under different transfer share conditions.

Table 2. Impact Scenario Setting of the CCREW.

CASE SCENARIO TRANSFER SHARE
BAU S0 -
S1 5%
S2 10%
S3 15%
S4 20%
S5 25%
S6 30%
S7 35%
S8 40%
S9 45%
510 50%
SIMULATION 511 55%
S12 60%
513 65%
514 70%
S15 75%
S16 80%
517 85%
S18 90%
519 95%
520 100%

4. Results

By setting different shares of digital industries transferred from the East to the West
as shocks, this paper simulates the impact of the CCREW project on regional and national
economic development, social welfare, and carbon emissions.

4.1. Impact on Regional GDP

As shown in Figure 2a, as the digital industry transfers from the East to the West
increase, the GDP of the eastern region is significantly reduced, the GDP of the western
region is significantly increased, and the GDP will also be slightly reduced in other regions
due to spillover effects. The decline in the GDP of the eastern region can be understood
from two aspects. On the one hand, transferring the digital industry will lead to a lack of
alternative industries to stimulate economic development in the eastern region in the short
term. Its digital goods become imports, which also leads to a reduction in its GDP. For the
western region, the main reason for the increase in its GDP is that the digital industry in the
eastern region it absorbs has brought new economic growth vectors. The reduction in GDP
in other regions can be attributed to the fact that the production efficiency of the digital
industry in the eastern region is higher than that in the western region. Furthermore, its
transfer will lead to a further increase in the cost of using digital goods, which in turn will
lead to a reduction in GDP. In addition, as shown in Figure 2b, the three broken lines in
the figure correspond to the quarter-on-quarter changes in the regional GDP of the eastern,
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negative, but the value is very small. However, as the transfer increases, its marginal effect
further increases.
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Figure 2. Gross regional product and its ring ratios.

4.2. Impact on Regional Social Welfare

As shown in Figure 3a, as the transfer of the digital industry from the East to the West
increases, the welfare of consumers in the East and other regions will continue to decline,
whereas that of the West will be further improved. The change in welfare depends on
two factors: income level and commodity prices. As mentioned above, on the one hand,
due to differences in technical efficiency and production structure, the transfer of digital
industries from the eastern region to the western region will lead to a rise in the price of
digital commodities, which will in turn lead to negative social welfare effects in the three
regions due to price increases and thus lower social welfare. For the western region, it is
just the opposite, as the migration of digital industries will lead to an increase in income,
which in turn leads to an increase in the level of social welfare.
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Figure 3. Regional social welfare and MoM changes.
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In addition, as shown in Figure 3b, the three broken lines in the figure correspond to
the quarter-on-quarter changes in social welfare for every 5% transfer in the East, West, and
other regions. Changes in social welfare have diminishing marginal effects and are always
positive. This suggests that consumers in the eastern and other regions will be less sensitive
to the impact of the transfer policy as it is further implemented. For the western region, the
marginal effect of social welfare is first positive and then negative. This is mainly because
on the one hand, with the implementation of the transfer policy, the overall industrial
structure of the society has changed. Changes in the ratio of capital, labor, digital goods,
and intermediate inputs lead to the gradual emergence of the replacement of capital with
labor as prices increase with the deepening of the policy, thereby resulting in a decline in
social income levels. On the other hand, the increase in the price of digital products drives
up the prices of other products, which also negatively affects social welfare.

4.3. Impact on Regional Carbon Dioxide Emissions

Figure 4 represents the absolute changes in carbon emissions in the eastern, the
western and other regions compared with the base period, as well as the chain changes in
the previous period. In terms of absolute changes in carbon emissions, the eastern region’s
carbon dioxide emissions showed a downward trend; those in other regions also showed a
downward trend of similar magnitude; those in the western region showed an inverted
U-shaped trend of first rising and then falling. The main reason for this finding is that the
relative prices of energy products gradually increase with the implementation of the policy,
and those products are then replaced by other factors.
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Figure 4. Changes in regional carbon emissions compared to the base period and their MOM changes.

With the in-depth implementation of the transfer policy, the marginal effect of carbon
emissions is further strengthened and transitions from positive to negative.
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4.4. The Overall Impact on National Development

The graphs in Figure 5 correspond to the absolute and month-on-month changes in
GDP, social welfare, and carbon emissions after the implementation of the transfer policy. It
can be seen from the figure that the GDP shows a downward trend with the implementation
of the policy, and its negative impact on the economy becomes stronger as the intensity
increases. The underlying mechanism is that at the regional level, the impact of industrial
transfer on the eastern and other regions is not enough to be replaced by the economic
growth of the western region, which has led to the decline of the overall economic level of
the country. As the intensity of industrial transfer increases, the economic gap between the
western and the eastern and other regions further widens, thereby deepening the policy’s
marginal impact on economic change. Carbon emissions are further curbed with increases
in transfer intensity, and, under the substitution of capital and other factors, the marginal
change in carbon emissions is further enhanced. The changes in social welfare are more
complicated and generally follow an inverted U-shaped pattern. Within the range of 10%
of the transfer intensity, the overall level of domestic social welfare can continue to rise.
Within the range of 20% of the transfer intensity, the domestic level of social welfare can
also rise, after which it will decline as the intensity increases. There is also a downward
trend in terms of carbon emissions similar to that in economic change. On the whole, as the
transfer share from the East to the West increased, economic development was sacrificed to
reduce carbon emissions.
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Figure 5. The impact on the national economy-welfare—carbon emissions system.

5. Conclusions and Policy Recommendations

By constructing a general equilibrium model that includes three regions, this paper
simulates the impact of the CCREW policy on regional economic development, industrial
development, social welfare, and carbon dioxide emissions. In terms of models, this paper
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describes the elements of and manufacturers in the digital industry to ensure accuracy. This
paper analyzes both the country as a whole and individual regions, as well as the direct
and indirect effects of the policy, then analyzes its comprehensive effect. Based on this
process, we arrive at the following conclusions.

(1) In terms of carbon dioxide emissions, the policy will cause emissions to shift from
the East to the West, which will lead to an increase in carbon emissions in other regions.
(2) In terms of economic development, the policy will lead to an overall downward trend in
the GDP of the eastern and other regions, whereas for the western region, it will promote
the development of the regional economy. The results of this difference may affect the
implementation of the policy and its effects. (3) In terms of social welfare, the policy will
lead to an inverted U-shaped change in social welfare at the national level, which first rises
and then falls, then shifts from positive to negative as the transfer share exceeds 20%. At
the regional level, social welfare in the eastern and other regions declines, whereas that
in the western region shows an inverted U-shaped change that first increases and then
decreases. (4) The short-term overall impact of the project at the national level will come at
the expense of economic development, although carbon emissions are reduced. However,
it is worth noting that as the policy intensity increases, the western region will have a
strong energy—capital substitution effect in terms of industrial inputs such that capital
will gradually substitute for energy inputs, which can simultaneously stimulate economic
development and reduce carbon emissions.

Therefore, this paper puts forward the following policy suggestions. First, policy-
makers should clarify the relationship between power and responsibility among regions
and optimize the evaluation of indicators related to economic development and carbon
emissions. The project is a process of production transfer, economic transfer, and, most
significantly, carbon emissions transfer. This paper summarizes the impact of the economic
development-social welfare-carbon emissions system in different regions. The govern-
ment should pay attention to differences in the policy’s impact in different regions. In the
existing regional evaluation system, balancing regional development, regional economic
development, and carbon emissions has become a top priority. Second, there should be
policy support for areas affected by spillovers. The findings of this paper indicate that
during the implementation of the project, the economic development and social welfare of
areas affected by policy spillovers from other regions are also affected to a certain extent.
The damage is manifested in the loss of economic development and social welfare. The rest
of China will require a matching stimulus package. Third, efforts should be made to further
improve efficiency and accelerate the digital transformation and technological progress of
industries in the western region. This paper finds that under the current circumstances,
the project has reduced China’s overall economic efficiency. Therefore, determining how
to improve the efficiency of the digital economy is very important for the successful im-
plementation of the project. Last, the space should continue to be optimized for economic
development and carbon emissions to ensure the completion of the goal of effectively
reducing carbon emissions while ensuring economic development.

The limitations of this model are mainly reflected in two points. On the one hand, static
model is insufficient to support the long-term analysis of this policy. On the other hand, due
to the lack of relevant exogenous data such as distortion coefficients, the detailed description
of our model is not very accurate in factoring changes, including labor force flow.

Regarding future research plans, we have the following ideas:

(1) Construct dynamic model to evaluate the long-term policy impact.

(2) Consider the impact of technological progress in the western region caused by indus-
trial transfer on regional economic development.

(3) This paper also intends to explore and evaluate the supporting policy tools for the
coordination of regional development in the future.
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Appendix A

The construction of the inter-regional input-output table can be divided into three
steps as follows.

The first step is to disassemble the SRIO tables of 31 provinces across the country
into three quadrants according to the research objects. Specifically, it is divided into eight
parts: intermediate input INTERP;, final product FINALP;, added value VADP;, import
IMPORTP;, export EXPORTP;, out-of-province inflow OUTFLOW P;, out-of-province out-
flow INFLOWP;, and error term ERROR;. Then, according to the regional division, the
intermediate goods, final goods, added value, imports and exports are added, where i
represents a province, and I represents the set of province 7 in the unit of region. The
specific formula is as follows:

T INTER; - INTERP; T
FINAL, FINALP;
VAD; 1.1 0 o0 VADP;
EXPORT; . EXPORTP,
IMPORT; | — | © -0 IMPORTP; (A1)
OUTFLOW, 0 0 1...1] fourrLOWP;
INFLOW,; INFLOWP;
ERROR; | | ERRORP;
The balance relations are:
INTER; + FINAL; + EXPORT; + OUTFLOW; + ERROR; (A2)

= INTER/ + VAD; + IMPORT} + INFLOW,;

The second step is to eliminate the repetition of INFLOW; and INFLOW;. The
regional trade flow calculated by the simple summation of the two items based on the SRIO
table contains two aspects of information: on the one hand, it includes the inter-provincial
trade flows within the region, and there will be frequent double counting in this step.
Therefore, in this paper, based on the inter-provincial trade flow data in the existing PRIO
data, this part of the flow was eliminated; on the other hand, the differentiating information
of regional trade flows was included—that is, the trade flows between regions. In the
second step, only the former is calculated and processed, and the latter will be further
discussed in the third step. In the specific elimination process of intra-regional trade flows,
as shown in the formula, MINTER represents intermediate inputs in the PRIO table, the
elements in the matrix are IN;3, and MFIN AL represents the final product in the PRIO
table. The matrix elements are FI;”, where x represents the region set of the output region
A, y represents the region set of the input region B, u represents the product, v represents
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the industry, and s represents the final use category. The inter-provincial flow in this region
is calculated according to the two methods of inflow and outflow:

INCROSS, =Y Y IN.J (A3)
X 0
OUTCROSS, =Y_Y IN;3 (A4)
y v
INCROSS, = OUTCROSS, (A5)

where INCROSS,, represents the inflow in region x, and OUTCROSS represents the out-
flow in region x. Because of the interaction in the region, the two are equal. The inflow of
RINFLOW; and outflow of ROUTFLOW] of the deleted area can be obtained as follows:

RINFLOW; = INFLOW; — INCROSS, (A6)

ROUTFLOW; = OUTFLOW; — OUTCROSSy (A7)

The third step is to decompose the eliminated regional inflows and outflows according
to the research needs and the regional principle. In this paper, the data are calculated and
decomposed in the three regions studied. As mentioned above, x represents the regional
collection of output region A, y represents the regional collection of input region B, and z
represents the collection of output region C—that is, the collection of other regions in the
country. u stands for commodity, v stands for industry, and s stands for end-use category.
Taking area A as an example, each outflow or inflow process contains two aspects of
information: the input and use in the production process of intermediate goods and the
consumption process of final goods. The specific calculations are as follows.

Outflows from area A to area B can be expressed as:

INFLOW,p = Y_ Y INg) + Y _FIY (A8)
y v y

Outflows from area A to area C can be expressed as:

INFLOW4. =Y ) INj5 + ) FI¥* (A9)
z 0 z

Outflows from area B to area A can be expressed as:

OUTFLOWg4 =Y Y INy, + Y FII* (A10)
X [ X

Outflows from area C to area A can be expressed as:

OUTFLOWc4 =Y Y INiS + Y FlL (A11)
X v X

The fourth step is to correct the errors. Because there are errors in calculation and
statistics between SRIO and PRIQO, taking area A as an example, the area eliminated in the
second step flows into the sum of RINFLOW,4, INFLOW 45, and INFLOW 4, and flows out
of ROUTFLOW, and OUTFLOW3g4. The sum of OUTFLOW(4 is not equal to the others,
which implies that the original relational expression does not satisfy the balance condition.
To reduce the influence of the error, this paper builds a cross-entropy optimization method
based on entropy strength to maximize the original data.

This paper introduces the concept of information entropy to measure the degree of
optimization. The original information entropy is used to measure the information intensity
brought about by certain news. Assuming that the probability distribution before an event
is affected by the news is P = (p1, p2, ..., pn); after being affected by the news the final
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probability distribution is S = (sy, sy, ..., sx). Then, the expected entropy intensity of this
information is: .,
z=Y Sl (Sl) (A12)
i=1 pi

This function has good properties: its function value z satisfies and is minimized only
when s; = p; is satisfied and its second-order derivative is greater than zero. The greater
the deviation of s; from the original data p;, the greater the objective function value z.
Accordingly, this paper constructs an optimization equation based on the entropy function.
In addition, because the inter-regional inflows of the three regions are cross-equal in value,

where INFLOW,,, represents the optimized trade volume from region v to region u, and

OU?LOWSt represents the optimized trade volume by industry flowing from region s to
region ¢. The related formulas are as follows.

INFLOW,p = OUTFLOW,5 (A13)
INFLOW 4c = OUTFLOW ¢ (A14)
INFLOWg4 = OUTFLOWp4 (A15)
INFLOWgc = OUTFLOW;c (A16)
INFLOWc4 = OUTFLOW,4 (A17)
INFLOW,p = OUTFLOW 3. (A18)

Therefore, the optimization objective function in this paper can be simplified to only
include the outflow part of the three regions as follows:

— —

]

Z—ZZ—*log—;—ZIogT] (A19)

where i represents the industry, j represents the region, ex? represents the total outflow

value of a certain industry in each region in the original data, ex{ represents the optimized
trade outflow of industry i in region j, T/ represents the total outflow value of region j in
the original data, Ti represents the total outflow value in region j after optimization, a{:
represents the trade of industry i in the region in the original data, and a{ represents the
trade share of industry 7 in region j after optimization. OUTFLOW; represents the outflow
of the original data area j and INFLOW; represents the inflow of the original data area j.
Then we construct:

A]- ex!
1
T
j_e A21
T == (A21)

The optimization equation is subject to the following conditions:

OUFLOWj,4 + OUTELOWc4 — OUTFLOW 5 — OUTFLOWc = OUTFLOW, — INFLOW,4 (A22)
OUTFLOW 45 + OUTFLOW,g — OUTFLOWg,4 — OUTELOWgc = OUTFLOWg — INFLOWp (A23)
OUTFLOW ¢ + OUTFLOWgc — OUTFLOWc,4 — OUTFLOWcp = OUTFLOW, — INFLOWC (A24)

ex; > 0 (A25)
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