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Abstract

Abstract

The universal standpoint considers that regional economic integration can pro-
mote the economic prosperity jointly, so it is the best way to realize the coordina-
ting development of the economy. But, is it true? To understand this question, the
most important thing is to answer theoretically: whether economic integration can
change the economic imbalanced distribution of the world or country, the rising of
the interregional trade freeness have what effects on industries distribution, interre-
gional welfare, economic growth and the industry division, What should the gov-
ernment do and so on.

This thesis, from the perspective of new economic geography and using the
methods of standard research and empirical research, analyses theoretically the
production effects, welfare effects and economic growth effects firstly, then investi-
gates the three effects of our country from 1978 to now comprehensively. Addition-
ally, different integration degree has different effects on industry concentration and
industry division. On this term, this thesis studies the industry structure of Pan —
Pearl River Delta (PPRT) , finds the problems possibly emerging in the future and
gives the corresponding suggestions.

Regional economic integration will strengthen the “core — periphery” structure
of industries distribution. Once integration region formation, there is a huge home
market in the inner of integration region. At this time, home market effect makes
the industries and investment flow in, the non — member countries’ industries
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shrink. So the economy becomes the “core — periphery” structure. In the inner,
the big member countries also have home market effect, they can attract the small
member countries’ industries and investment, make the integration region a “core
— periphery” structure.

Regional economic integration will enhance the welfare of the member coun-

tries; decrease the welfare of the non — member countries. In the inner of the inte- .
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gration region, the price index effect does work. Increasing of the industry share of
the member countries makes their living cost decreasing, welfare improving. Oth-
erwise, non — member countries’ welfare decreases, because of the losing of the
industry. Correspondingly, the member country with big market scale will get more
than small member country. In our country, from reform and opening to the outside
world to now, the centre of industry distribution is still the east, the development
disparity of the east, middle and west is increasing. To improve this situation, our
govemmeﬁt must take some protective measures to promote the development of the
underdeveloped regions. Obviously, if small countries or undeveloped regions
aren’ t the member country of the integration group, they will become the periph-
ery country or region. If they become the member of integration group, they can
keep their formerly welfare level at least if. From this point, many countries have
motive to joint the integration group.

Knowledge spillover is localized. The member countries which agglomerate
many industries gain the knowledge spillover more than non — member countries,
so they have a high economic growth rate. To avoid the interregional development
disparity increasingly, our government need make arrangements to promote the.
knowledge spillover, reduce the distance influence, and strengthen the knowledge
diffusion beiween developed regions and underdeveloped regions, weaken the im-
pact of local on industry distribution.

When degree of integration raises, industries concentrate in the big market,
entrepreneurs achieve a deal of agglomeration interests which in a certain degree
destroy the industries structure and affect the industry division. When economy re-
alizes the free trade completely, local has nothing impact on production and every
region carries out production in terms of its comparative advantage. The study also
finds the industry structure of Pan — Pearl River Delta is not reasonable, and it is
possible to be aggravated following the deepening of the Pan — Pearl River Delta
Cooperation. To get the Pan — Pearl River Delta Cooperation success, we should
raise the trade freeness, build interest compensatory mechanism, and at the same
time take some proper protective measures.

Key Words: regional economic integration, trade freeness, home market

effect, interregional disparity
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