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Abstract. Border regions are often characterized by peripheral social and economic situation. This is applicable
to Russia’s Far East and Northeast of the People’s Republic of China. Cross-border economic cooperation
between these two regions when combined with a policy prioritizing small and medium-sized enterprises

can foster economic development of the region and raise its attractiveness for population and investment.

As for now, Chinese border provinces of Heilongjiang and Jilin have advanced as for the role of SME in the
economy, yet this growth is hardly related to their border position or cooperation with Russia. Thus, in order

to take the advantage of the vicinity specific measures should be taken by both countries on state, regional
and mostly important local level with an emphasis on SME and on facilitation of cross-border activities.
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AHHOTauuA. lNpurpaHnyHble perroHbl 3a4acTylo. XapaKTepur3yloTca neprdepriiHbiM CoLManbHo-
3KOHOMMYECKUM MONOXKeHneM. 3To NnpuMeHumo K flanbHemy Boctoky Poccnm n ceBepo-BocToKky Kutas.
JKOHOMMYECKOe COTPYAHNYECTBO MeXAY STUMK permoHamm, 0CO6eHHO B COYeTaHUN C NONNUTUKOW
CTVMYNIMPOBAHUA MANoro 1 cpefero 6usHeca, MoXeT CNocobCcTBOBaTb SKOHOMUYECKOMY Pa3BUTUIO PErMOHOB
1 NOBbILEHNIO UX MPUBAIEKATENIbHOCTU A1 HaceNeHWA U MHBECTMLMIA. Ha AaHHbI MOMEHT NPUrpaHnyHble
nposuHUUKN Kutaa XannyHu3saH u LisunrHb gobunnck nporpecca B ponu MCI B 5SKOHOMUKeE, O4HAKO 3TOT
POCT efiBa N CBA3aH C X NPUTPaHNYHbIM NOJIOXKEHEM NN COTPYAHNYECTBOM C Poccuent. Takum obpasom,
ANA TOro 4To6bl BOCMONb30BaTbCA NPEeNMyLLEeCTBaMMN COCEACTBA, 000MM rocyaapcTBam Heo6XoanMmo
NPUHNMaTb KOHKPETHbIE Mepbl Ha FOCYAAaPCTBEHHOM, PErMIOHANIbHOM U1, CAaMOe I1aBHOE, JIOKaJIbHOM

YPOBHAX C aKLieHTOM Ha noaaepKy MCIT n obneryeHne TpaHCrpaHNYHOrO BeieHNA XO3ANCTBa.
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Introduction

Border regions are often characterized by
a "peripheral" social and economic situation,
especially if they are located at a significant
distance from the capital or economic center of
the country. This phenomenon can be explained
by the fact that borders serve as barriers, since one
of their functions is to provide for national security.
However, borders also have a contact function, thus
they might become links between the people and
economies of neighboring countries as a whole and
between border regions in particular [Cross-border
cooperation...2021].Increasingengagementin cross-
border cooperation leads to economic growth and
potentially helps to overcome peripheral status that
border regions tend to possess. Small and medium-
sized enterprises play a crucial role in this process
since they are flexible, adapt easily to changing
environment and serve as platforms for innovation
implementation and foster economic development,
employment creation and improvement of the
urban environment [Network Integration... 2024].

Today, in Russia, this way of overcoming socio-
economic backwardness is particularly relevant for
the federal subjects of the Far Eastern Federal District
[Vilenskiy 2021]. Their remote location in respect
to the European part of Russia has complicated
settlement, control and development of the Far East
throughout history. Despite the strategic importance
of the region for the country , it is still unclear which
mechanisms should be implemented to achieve its
efficient economic development [Lee 2024]. The
current role of SME in the border regions of the Far
Eastand the neighboring Chinese provinces, as well as
existing and potential measures to support SMEs and
cross-border cooperation will be considered in this
article. It is worth mentioning that the northeastern
provinces of China and Russian Far Eastern federal
subjects share a number of common social and
economic problems. Although Northeast China is
relatively close to the country’s capital, Beijing, the
area is still characterized by some peripheral features.
China's leading economic centers are located way
much to the south: Shanghai, at the mouth of the
Yangtze River, and the Greater Bay Area in Guangdong
Province, which includes such cities as Shenzhen,
Guangzhou, Foshan, Dongguan, as well as the Hong
Kong and Macao special administrative regions. The
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northeastern provinces of China traditionally include
Heilongjiang, Jilin, Liaoning and the eastern part of
Inner Mongolia. In the future, only the provinces of
Heilongjiang and Jilin will be considered, since they
share a noticeable part of border with Russia, have
similar structure of the economy and most actively
engage in cross-border cooperation. These regions
used to form China's industrial base and are still
dominated by state-owned enterprises, mostly in
the field of heavy industry. After the beginning of
the Reform and opening-up policy in the late 1970s
followed by the transition to market economy and
rapid economic transformation of the 1990s, these
provinces proved unable to switch quickly to more
technology-intensive production, which resulted in
unemployment, population outflow and other social
problems, as well as loss of competitiveness compared
to coastal regions. Russian Far Eastern regions also
undergo a considerable population outflow and
aging, fail to provide for sufficient infrastructure,
and such sectors with low added value, as mineral
resources extraction still play an important role in the
economy [Degtyareva 2017].

Nevertheless, international experience shows that
the outflow of population from old industrial regions
can be stopped by restructuring and modernizing the
economy, attracting new industries and developing a
comfortable urban and social environment. One of
the main centers of industrialization in Europe, the
coal-rich Rhine-Ruhr region in Germany underwent
a significant outflow of population in the 1960s
and 1970s because mines were shutting down, yet
the trend was reversed, over the past 10 years the
population of the agglomeration has stabilized and
an increase has become noticeable in large cities.

Methods and Materials

Government policy undoubtedly plays an
important role in such an economic transition;
however, it cannot be fully achieved without
business, including small and medium-sized
enterprises (SMEs) [Boboshko 2023]. SMEs are
one of the key drivers of the transition to a post-
industrial economy, implementation of innovations
and employment creation, which can significantly
improve the socio-economic situation of peripheral
regions, including Russia’s and China’s regions taken
as examples. Cross-border cooperation, in turn,
further stimulates economic growth and increases
the attractiveness of the region both for population
and investors. Overall, SMEs play a huge role in
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China’s economy: there are 52 million small and
medium-sized enterprises, which account for 60%
of GDP, 50% of tax revenues, 70% of innovations,
and 80% of urban employment, according to the
Ministry of Industry and Information Technology. In
addition, SMEs also contribute to China’s transition
to an economy with a high share of science-
intensive and high-tech sectors [Boboshko 2024].
In the regions under consideration, programs to
support innovative small enterprises are also being
introduced. For example, in Heilongjiang province,
the registry of small and medium-sized innovative
enterprises is updated annually, as well as the list of
scientific and technological SMEs, which can apply
for tax deductions on R&D expenses .

It is worth noting that the official statistics of the
PRC reflect only small and medium-sized enterprises
engaged in industrial activities. Therefore, the data

5000

on the number of SMEs provided hereafter pertain
specifically to industrial small and medium-sized
enterprises. Given that the main fields of activity for
entities in border economic cooperation zones, in
addition to trade, include woodworking, chemical
industry, and light industry, the data on industrial
SMEs can be used to assess the dynamics of SMEs in
Heilongjiang and Jilin provinces in general and their
spatial distribution across these regions.

Between 2020 and 2022, the provinces of
Heilongjiang and Jilin saw an increase in the
number of registered SMEs. The graph shows that
small industrial enterprises are predominant in
Heilongjiang province, while the number of micro-
enterprises is showing the most active growth
(+47%). The total number of SMEs increased by 19%
(Figure 1).

2020

w— i CMO small

2021 2022

medium total

Fig. 1. Change in number of SMEs in Heilongjiang province, 2020-2022, %
Data source: Heilongjiang Bureau of Statistics. URL: https://tjj.hlj.gov.cn (accessed 12/16/2024).

The data for Jilin province turned out to be
representative only for microenterprises and non-
representative for small and medium-sized ones.
According to official statistics, between 2021
and 2022, the number of small-sized enterprises
increased from 68 to 2,225, while the number of
medium-sized enterprises decreased from 2,011
to 360, which is most likely due to changes in the
classification criteria of “small” or “medium”-sized
enterprises (Table 1). The overall change in the
number of small-sized and medium-sized enterprises
together, however, resulted in a 24% increase, which

is comparable to the change in the number of SMEs
across all three categories over the three years. Thus,
it can be concluded thatindustrial small and medium
business sector is developing steadily in the region.
The case of categorization of SMEs in Jilin province
is not unique. Classification criteria for SMEs differ
not only between different countries but also within
some countries. For example, in Hong Kong SAR and
Macau SAR, the criteria for SMEs are considerably
less elaborate compared to the complex system
used in Mainland China, in which enterprises are
classified into 17 categories based on the area of
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activity [Kulapova 2024].

Change in number of
2020 | 2021 | 2022 SME5,92020—2022, %
micro 377 | 369 | 552 46,42
small 68 74 | 2225 3172,06
medium | 1839 | 2011 | 360 -80,42
total 2284 | 2454 | 3137 3735

Table 1. Number of SMEs in Jilin province, 2020-2022
(representative values are highlighted in bold)
Data source: Jilin Bureau of Statistics. URL: http.//
tii.jl.gov.cnn (accessed 12/16/2024).

Using data about the number of industrial SMEs
in administrative-territorial units at the district
level in Heilongjiang province (the second level of

border (Figure 2). On the contrary, the urban districts
with the highest number of small and medium-
sized enterprises are located in the inner part of the
province. Harbin, the sub-provincial city and capital
of Heilongjiang province, ranks first in all SMEs
categories (medium, small, and microenterprises)
and surpasses the next urban district by SMEs
number, Daging, by nearly three times (Table 2). It
is logical that Harbin, as the capital of the province
and the largest city in the Northeast China region
(Dongbei), has the most favorable conditions for
business due to its higher level of socio-economic
development and the presence of steady consumer
demand.

Of the top five districts by total number of SMEs

administrative-territorial division), it is also possible (xcluding Harbin), only two are border districts—
to draw conclusions about the spatial distribution of Jiamusi and Mudanjiang, ranking fifth and sixth
SMEs on a larger scale. The main question is whether respectively. The remaining six border districts

there is a tendency for SMEs to concentrate near the

ended up in the lower half of the list (Table 2).

border with Russia, or if the border remains a barrier, 2020 | 2021 | 2022 Change in number of
with cooperation between the two countries taking SMEs, 20202022, %
place at higher levels (federal, regional), rather than | Harhin 1168 | 1392 | 1422 2175
at the level of districts within a province. Daging 479 | 527 | 526 981
Suihua 363 | 399 | 466 28,37
i Qigihar 343 | 392 | 405 18,1
201 - 400 Jiamusi 318 | 368 | 393 23,58
0} = 4003 Mudanjiang | 302 | 342 | 351 16,23
= 1001 - 1500
Jixi 205 | 224 | 244 19,02
) Hegang 136 | 159 | 176 29,41
gy FiEe Shuangyashan | 149 | 156 | 146 ~2,01
Qitaihe 9 | 108 | 120 25
Heihe 114 | 121 | 112 -1,75
Daxing‘anling [ 19 21 | 25 31,58
Heihe ; Yichun 62 68 23 —-62,9
Viehan Hegang_diamusi Table 2. Dynamics of the Number of Industrial SMEs

" Shuangyashan

Fig. 2. The number of SMEs in urban districts of Heilongjiang province.
A map based on the Heilongjiang Statistical

Yearbook 2023 clearly shows that there is no
significant concentration of industrial SMEs near the

in Urban Districts of Heilongjiang Province, 2020-2022
(bold indicates urban districts bordering Russia)

This table shows the dynamics of the number
of industrial small and medium-sized enterprises
(SMEs) in urban districts of Heilongjiang Province
from 2020 to 2022, along with the percentage
change in the number of SMEs over this period.
Districts bordering Russia are highlighted in bold.

Results

Theanalysisindicatesthatsubregionalcooperation
remains underdeveloped, with borders and related
settlements not serving as business nuclei, despite
the existence of measures such as cross-border
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free trade zones, which will be discussed further
[Theoretical and methodological foundations...
2025, 162-188]. While large bilateral infrastructure
projects are important for international relations
and geopolitics, it is subregional cooperation,
particularly when driven by small and medium-sized
businesses, that can have a direct impact on the
socio-economic situation of regions and lives of their
residents. This can be achieved through job creation,
an expanded range of services, strengthening of
economic independence and subsequent more self-
sufficient political decision-making.

On the other hand, the data suggests that internal
measures to support SMEs in Northeast China are
effective, as there is a noticeable increase in the
number of SMEs. However, in Russia’s in Far East
the number of SMEs and their role in the economy
remain relatively small, in comparison to other
parts of the country. The region maintains its role
as an exporter of natural resources and focuses on
large projects, such as the international transport
corridors “Primorye-1" and “Primorye-2" [Kulapova
2024a].

Heilongjiang

Mongolia

(13662 -20000

120000 - 40000
1 40000 - 60000
8 60000 - 80000
I 80000 - 84947

Fig. 3. The number of SMEs in border regions of Russia. 1 — Zabaykalsky Krai, 2 — Amur Oblast,
3 - Jewish Autonomous Oblast, 4 —Khabarovsk Krai, 5 — Primorsky Krai
Source: Unified Register of Small and Medium Enterprises. URL: https://rmsp.nalog.ru/index.htm (accessed 12/16/2024).

Large-scalelogistics projects, suchasinternational
transport corridors “Primorye-1” and “Primorye-2"
can involve SMEs both by cooperating with them
and through creation of necessary infrastructure
(railways, border crossings, etc.); however, a more
efficient way to achieve visible results in cross-border
interaction in short run is to encourage tourism and
retail. Different types of economic zones with wide
ranges of privileges as for taxation, rent and export
tariffs have been introduced and could help reach
this goal.

In China five types of special economic zones can
be established:

+ special economic zones;

« zones focused on high-tech development;

« zones focused on attracting

industrial enterprises;

+ duty-free trade zones;

+ border economic cooperation zones (BECZs).

Fouroutof 17 bordereconomiccooperationzones
four are located at the border with Russia. Compared
to other types of SEZs in China, BECZs have smaller
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areas and are less economically significant at the
national level [Loy 2023]. However, at the regional
level, they help boost export of locally produced
goods and strengthen neighborly relations.
Currently, the following BECZs are functioning:
« Heihe (Heilongjiang) —
Blagoveshchensk (Amur Oblast);
+ Suifenhe (Heilongjiang) —
Pogranichny (Primorsky Krai);
« Manchuria (Heilongjiang) —
Zabaykalsk (Zabaykalsky Krai);

«  Hunchun (Jilin) — Zarubino (Primorsky Krai).

Most BECZs consist of multiple components
(industrial parks, industrial processing zones,
logistics zones). The most developed zone for trade
and tourism is the China-Russia Trade and Tourism
Zone in Manchuria, but the predominant industries
in all BECZs are woodworking, petrochemicals
(based on raw materials imported from Russia),
light industry (clothing, footwear, household
appliances — exported from China to Russia), and
logistics [Kostunina 2011].

It is important to note that BECZs are entirely
located on Chinese territory, and essentially they are
a unilateral measure to promote cooperation. The
next step to maximize the positive effects of cross-
border cooperation should be the creation of similar
zones on the Russian side and their subsequent
integration into cross-border free trade zones.

Under Russian legislation four types of special
economic zones (SEZ) can be established:

« industrial production zones;

- technology and innovation zones;

- tourism and recreational zones;

- port zones.

Currently, there are no special economic zones in
the Russian Far East, although some of the existing
types of SEZs could meet the needs of the border
regions (tourism and recreation or port logistics).
Therefore, in order to make the most of China’s
border economic cooperation zones and strengthen
neighborly relations, reciprocal steps from Russia are
necessary. Such steps could possibly include.

1. Establishing symmetrical special economic

zones of tourism-recreational or other types.

2. Implementing advanced development zones
with VAT exemptions for export goods, as well
as relaxation of migration rules.

3. Creating a new category of border SEZs
with preferences aimed at trade, tourism,
export-oriented production, and technology
exchange.

These measures will help attract small and
medium-sized enterprises—key drivers of regional
economic development—closer to the border.

Conclusion

Cross-border cooperation and the development
of small and medium-sized enterprises are both
effective tools used to improve socio-economic
situation of a region; furthermore, they compliment
each other.Creation of infrastructure for cross-border
trade, including online platforms for businesses,
and simplification of customs and administrative
procedures for suppliers and citizens will lead to
the development of retail trade and tourism—the
most characteristic activities for SMEs in Russia.
Additionally, the establishment of special economic
zones symmetrical to China’s border economic
cooperation zones could spur the development
of more SMEs involved in technology-intensive
business, as industrial parks and manufacturing
enterprises are already functioning within these
zones [Kostunina 2011], offering opportunities
for joint ventures and cooperation in science and
technology. At the same time, the analysis has shown
that cross-border cooperation remains limited,
particularly at the subregional level.

While large interstate projects are aimed at
strengthening strategic partnership and developing
logistics infrastructure, it is essential to create such
business climate in relation to them, so that small
and medium-sized enterprises could benefit from
the new infrastructure as well. These enterprises
are key to job creation, providing services that
enhance the quality of life and making settlements
more attractive to residents, thus preventing further
outflow of population.
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