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ABSTRACT

Since the 1990s, many developing countries play more and more im-
portant roles in international trade, and hence North — South trade has be-
come the main composition of world trade. Resulted from the North — South
trade, innovation and technology spillovers have contributed more and
more to every country’s technological progress, and have more and more
significant impacts on the labor markets both of home and its trading part-
ners. With the expansion of North — South trade, the trade between the U-
nited States and less developed countries accounted for U. S. foreign trade
is increasing, and the trade between China with developed countries is be-
coming a main part in China’s foreign trade. The United States and China
are the main participators in North — South trade, the effects of innovation
and technology spillovers induced by North - South trade on technological
progress and employment growth in the two countries is a hot topic in the
study of open economy. From the perspective of the technological progress
effects of North — South trade, the book conducts a theoretical and empiri-
cal study on the employment variations in the United States and China in-
sightfully and systematically. Main-driving forces of the employment varia-
tions in the United States and China are investigated and compared, and
finally the suggestions for the adjustments of trade and employment policies
in these two countries are proposed.

North — South trade will induce informational leakages and spillovers

which can be freely acquired by less developed countries because of inno-
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vation in the North and imitation in the South. When trading with develo-
ping countries, the United States faces the threat of imitation and techno-
logical leapfrogging, and the more competition from low — wage countries,
which drives American firms to defensively innovate and cause technologi-
cal progress. When trading with developed countries, China’s firms can
imitate and learn the tacit knowledge embodied in traded goods, which is
beneficial to China’s labor productivity and technological progress. The
hook theoretically studies the different mechanism of North — South trade
that influences on technological progress in developed and developing coun-
tries, and further discusses the effects of North — South trade ~ induced in-
novation and technology spillovers on employment in the United States and
China through general equilibrium analysis. It is concluded that, because
North — South trade induce innovation and technology spillovers, both the
United States and China increase the relative demand for skilled labor,
hence upgrade the skill structure of employment, and change the rate of
employment.

The book then empirically tests the above effects of North — South
trade - induced innovation and technology spillovers on skill structure and
level of employment in the United States and China. The conclusions of the
empirical analysis by using panel data model for U. S. manufacturing are as
follows. Firstly, the export in U. S. manufacturing to developing countries
induces defensive skill — biased innovation, so that there is an increase in
skill demand and a trend of upgrading of skill structure of employment in
U. S. manufacturing. Secondly, the decrease of employment rate of the
unskilled workers is due to skill — biased innovation in U. S. manufactur-
ing, but has nothing to do with import from developing countries. Thirdly,

because of trade — induced innovation, import from developing countries
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does not decrease the demand for U. S. labor through reduction of domestic
product, export to developing countries does not raise employment rate in
U. S. manufacturing through expanding domestic product. The conclusions
from empirical analysis using panel data for Chinese manufacturing are as
follows. Firstly, the technology spillover effect of import capital goods and
intermediates is significant in Chinese manufacturing. Secondly, the for-
eign R&D capitals embodied in capital goods and intermediates are com-
plementary with skilled labor, knowledge learning and imitation are biased
in favor of skilled labor, so that the technology spillovers of import is asso-
ciated with an increase in skill demand and a trend of upgrading of skill
structure of employment. And finally, because of import — induced tech-
nology spillover, import from developed countries does not reduce employ-
ment rate through decreasing domestic product, but raise the employment
rate in Chinese manufacturing.

Considering North — South trade, the factors contributing to techno-
logical progress and employment variation in the United States and China
are quite different. Because of innovation in the North and imitation in the
South, the effects of innovation are more significant in the United States,
and the effects of technology spillovers are more significant in China. The
features of employment are also different in the United States and China.
China’s employment rate is higher than that in the United States, but skill
structure is lower than U. S.. From the point views of North — South trade
and technological progress, on one hand, upgrading of employment struc-
ture is due to the innovation effect of export to developing countries, but
which does not promote the growth of employment in the United States. On
the other hand, upgrading of employment structure and growth of employ-

ment in China are hoth due to the technology spillover effects of import
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from developed countries. See from the impact of trade on employment e-
lasticity, trade with developed countries increases the risk of employment
in China, but trade with developing countries dose not change that in the
United States.

Concluding from the above theoretical and empirical analysis, we can
summarize the policy implications for both countries. For the United
States, since trade with developing countries induces innovation, which is
beneficial to its skill structure in employment, so trade protection is not
the optimal choice obviously. For China, in order to upgrade skill struc-
ture of employment and promote the growth of employment, trade openness
should be strengthened so as to increase trade with developed countries and
enhance the technology spillover effects; trade growth pattern should be ad-
justed by increasing human capital investment; and more active employ-
ment policies should be adopted by the government.

Key words: North - South Trade; Innovation; Technology Spillo-

vers; Employment
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