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Abstract

Industrial transfer is.a dynamic evolutionary process. The classic
economics based on neo-—classic analytical paradigm mainly explains
industrial dynamic transfer from three perspectives of industrial
agglomeration, comparative advantage and labor flow but neglects the
interactive evolution between the industry itself and its survival
environment. However, from the new insight of evolutionary
economics, the industrial transfer can be compared to the biological
population’s transfer under the natural selection force or in other
words, the industrial transfer is a self-adjustment reflection in which
the firm clusters are made to fit into their external environment under
the market selection mechanism. If the regional factors market
environment or the product market environment in which the industry
locates changes, the industrial cost will rise while the profit will be
reduced and then the fitness of the industry towards the market
environment will continuously decrease. Thus, it has to migrate like
a biological species to another region to seek survival and
development in an adaptable market environment. If being enforced
only to migrate to another market environment, the industry itself
can be sustained in the natural selection of the economy and vice
versa. The explanation of evolutionary economics in the industrial
transfer emphasizes on the interactive evolution between industry and
its survival environment and thus can explain the new trend and new
features of the current industrial transfer.

Regional welfare effect can be summarized as a regional welfare
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changing trend formed by certain factors that changes in a specific
period of time. The afresh choice for survival region by the industry
will generate new regional welfare effect with production factor
demand, production factor layout and production factor profit as its
main influential factors. The three factors will cause different regional
welfare effect for industrial input area and industrial output area in
the short and long run. From an economics perspective the regional
welfare effect caused by this industrial transfer is not a Kaldor
improvement but a Pareto improvement.

The gradient transfers of the international industries brought out
significant regional welfare effect. From the evidences of the
developed countries in 1950s, Japan and Western Germany took over
the traditional industries from the U.S. and accelerated the speed of
industrialization =~ that  attained an  unprecedented economic
development. The national welfare was beyond the low level after
World War II and realized a leap towards a high level. From the
evidences of the developing countries in 1960s, the Asian tigers took
over the labor —intensive industry transfers such as the textile and
clothing industries from America and Japan that rapidly completed
the industrialization process. Economy enjoyed a high speed of
increase and the residents’ income level and social security level
almost caught up with the welfare level in the developed countries.

In recent years, the Chinese Eastern coastal regions have
entered into mid —and post —industrialization in which the land cost
and labor cost rapidly increase and the contradiction between
resource and environmen! «,nslraint are more and more obvious.
However, the Middle and W estern regions enjoys the increasingly
improved infrastructure after the further reform and development and
after part of the industries in the Eastern regions began to transfer to
Middle and Western regions as clusters. The Eastern regions were
impacted by the industrial output and welfare level index in part of

the regions were rapidly slowed down and even reduced but have not
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occurred an obvious regional welfare negative effect from an overall
view. Meanwhile, the industrial transfer has fostered the residents’
welfare, firm welfare and government welfare level in the Middle and
Western regions to increase rapidly creating a significant positive
regional welfare effect. However, there are relatively large gap on the
regional welfare between the Middle, Western and Eastern regions of
China: (Don the residents’ welfare perspective, the income per
capita difference is being enlarged between the two regions; (2 On
the government welfare perspective, to judge from the financial
strength of the Middle and Western regions, the gap still tends to be
at large since some provinces in the Western regions only occupy one
tenth of the fiscal revenues of some Eastern provinces; (3 On the
firm welfare perspective, great gaps exist on the distribution
quantity, P/E ratio, firm performance of the public companies in
the Eastern, Middle and Western regions and the yearly average net
profit in the Eastern is 17 times of that in the Western regions. So,
the questions on how to guide the industrial orderly transfer and how
to adjust the regional welfare differences still needs further
development thoughts and policy suggestions.

On the innovation of the development path, the Eastern regions
should follow the idea of “ eliminate barriers, optimize structure,
emphasize distribution, govern environment” and realize the path of
replacing in flow by utilizing the external pull power, internal push
power, innovation strength and through the dominant industrial
replacement mechanism, structure upgrading fostering mechanism,
welfare effect and leveraging mechanism. The Eastern regions should
build a highly structured mode in the transition and upgrading
process aiming to sustain a stable regional welfare level after the
dominant industries transfers. The Middle and Western regions should
stick to the idea of positively take—over, orderly guidance, livelihood—
oriented and seeking benefits while avoiding disadvantages, increase

attractiveness, cohesiveness expansion force to realize the embeddedness
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