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ABSTRACT

Ecnnnmic globalizatfon and industry agglomera-
tion are two typical characteristics in modern
world economy. Economists are always interest-
ed in the typical economic phenomenon and
facts. However, traditionally, economists re-
search on economic globalization and indusﬁy ag-
glomératinn separately. On the one hand, inter-
national trade theorists only give their attention
to the development of international trade and
capital flow but ignore the spatial factors. On
the other hand, location theorists just emphasize

v the industry agglomeration and not think it on
the background of globalization. In fact, it exists
deep linkage between them.

The theme of the book is to discover the po-
tential interactive mechanisms and welfare effects
between economic globalization and industry ag-
glomeration on the basis of a uniform theoretic
framework, More directly, the book discusses

the mutual relations between lacation and trade -



in essential, and tries to build a bridge between
the two theones which are separated traditional-
ly. Spatial Economics which is new and incorpo-
rates the factors of location and trade supplies a
basic theoretic framework for our research. In

addition, the rising New New Trade Theory also
| gives our analysis a strong theoretic instrument,

In the concrete, the book is mainly trying to
explain the following two problems: (1) What’s
the mechanism international trade impacts on in-
'dustry agglomeration? Does international trade
lead the international industry and domestic in-
dustry more agglomerate or disperse? (2)What’s
the mechanism industry agglomeration impacts
on interna'tiﬂnal trade? How does industry ag-
glomeration affect and change the trade pattern
of a country? Of .course, ‘the final object of ex-
plaining the two problems is to review the inter-
active mechanism and welfare effect between
Chinese trade development and industry agglom-
eration in the open economy.

We think that international trade mainly im-
pacts on industry agglomeration through three
mechanisms which are trade costs, capital flow
and vertical linkage., Industry agglomeration im-
pacts on international trade through the home



market effect and productivity progress. The
structure of the book as follows::

| Chapter 2 summarizes the basic mechanism
and general rules of trade cost impacting on in-
dustry agglomeration from the theory and experi-
ence firstly, and then reviews the impact of the
variable of trade cost on Chinese industry ag-
glomeration on the basis of measuring the bilat-
eral trade cost of tariff equivalence between Chi-
na and G7, |

Using the FC and FCVL model in spatial
economics, Chapter 3 describes the .interactive
mechanism between capital flow and industry ag-
glomeration and discusses the relationship be-
tween FDI, agglomeration and the host country
welfare according to the practice of China utili-
zing FDI. The empirical research of panel data
on Chinese eight regions confirms the theoretic
anticipation,

Chapter 4 analyzes the interactive mecha-
nism -between international fragmentation and in-

dustry agglomeration using an extended dual

analysis framework, and then makes an empirical
valuation on the correlations between industry
agglomeration in China South-East Sea and inter-

~ national fragmentation,



4

Chapter 5 investigates the impact of PTA
(preferential trade arrangement)'on international
agglnmeratioh. Using the model and methodology
of spatial economics, this chapter incorporates
comparative advantage into-a multi-country FC
model and emphasizes the impact of the differ-
ence of comparative advantage on location effect
and aggregate welfare of the country inside and
outside PTA after the establishment of PTA.

Chapter 6 discusses how industry agglomer-
ation affects international trade, On the basis of
reviewing the theoretic and empirical research
about the home market effect systematically,
this chapter estimates the home market effect on
China-US bilateral trade during 1996—2006.

. Chapter 7 sets up the linkage between in-
dustry = agglomeration and international trade
through productivity progress. We investigate in
detail the interactive mechanism between indus-
try agglomeration, productivity progress and ex-
port trade, and then verify the impact of export
fixed cost on export growth under a framework
of firm heterogeneity frade'mndel, which shows
that the high productivity firm located in ag-
glomeration region can pay the fixed cost most

possible to enter the export market.



The following are this book’s main conclu-
sions; (1)Since reform and opening, the acceler-
ate decrease of Chinese trade cost enhances the
extent of industry agglomeration and worséns the
domestic disequilibrium; (2) FDI promotes Chi-
nese industry agglomeration, but industry ag-
glomeration can not further attract FDI. The
reason is that there is no effective forward and
backward linkage between FDI and native indus-
try, which- restricts FDI to increase the welfare
of host country; (3)International fragmentation
and industry agglomeration go in hand. There
exists intensive relation between the part of in-
dustry agglomeration in China South-East Sea
and international fragmentation. But during the
process of globalization we should look out that
the dual agglomeration leads to disequilibrium of
benefit distribution; (4)During the regional ecc-
nomic integration, comparative advantagé 1$ 1m-
portant to the location effect and welfare effect of
the country inside and outside PTA. China
should evaluate prudently the Ricardo Model of
comparative advantage to select the' appropriate
C{}rpﬂratiaﬁ partners during the process of imple-
menting FTA; (5) The home market effect is a

very important channel by which industry ag-
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- glomeration impacts on trade pattern. The book
shows that the home market effect is a new im-
portant source for Chinese comparative advan-
tage; (6) It exists Interactive relationship be-
tween industry agglomeration, productivity pro-
gress and export trade. The book verifies the im-
pact of export fixed cost on export trade under a
framework of firm heterogeneity trade model,
which not only indirectly comfirms that high pro-
ductivity firms export most possibly, but also
the most importantly, suggests that the export
growth achieved through the dual trade margin.
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