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Abstract

The tide of regional integration, which has surged since the
1990s, is called “Deep Integration”. Deep integration has taken
more policy measures, beyond eliminating tariffs and quotas, to
sweep market obstacles, which has greatly promoted the mobili-
ty of commodities, capitals, labors and services among RIAs
member countries. The mobility of product factors (such as cap-
ital and labor, etc) may necessarily change the location of pro-
duction, leading to concentration or dispersion in space, and
therefore may change the economic geography views of RIAs
member countries and non - member countries. Regional integra-
tion can change industry location. As for the industry — inflow
countries, this implies employment increase, product abun-
dance, industrialization speed up, income increase and economic
growth, while as for the industry - outflow countries, this im-
plies workers unemployment, domestic product supply decrease,
de - industrialization, income decrease, and even economic de-
pression. Therefore, in economic practice, every country’s poli-
cy makers are deeply concerned with the effects of regional inte-
gration on the locations of economic activities. Since more and
more developing countries are involved in regional integration
nowadays, analyzing the effects of regional integration on devel-
oping countries’ industry location and industry development is

very important for them to make regional integration strategies.
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Deep regional integration has blurred countries’ boundaries, uni-
fied markets, and freed capital flows across countries. These
new changes have shaken international trade theories’ hypothesis
basis of perfect competition, constant returns, and factor immo-
bility across countries, so it’s becoming practically meaningless
to explain industry spatial distribution by specialization in the
frame of international trade theories. New economic geography,
which combines increasing returns, monopolistic competition,
transport cost (or trade cost) and industry location into a unified
general equilibrium frame, has provided new insights and effec-
tive theoretical basis for the researches on regional economic in-
tegration’s effects on industry location. New economic geogra-
phy literatures mainly focus on the regional integration among
developed countries and suppose countries or regions involved in
regional integration are initially symmetric in technique, factor a-
bundance and market size, etc. , they commonly explain indus-
try location changes with the “first nature” factors, such as fac-
tor mobility, forward and backward linkages or factor accumula-
tion. But in the regional integration arrangements in which de-
veloping countries are involved, the development situation, mar-
ket size and factor endowments of member countries are general-
ly asymmetric, so new economic geography theory has great lim-
itations to explain regional integration’s effects on industry loca-
tion with only the “second nature”. This thesis, based on new e-
conomic geography models, looses new economic geography’s
assumptions of symmetric initial situation among RIAs member
countries, and explains the industry location effects of regional

integration with both the “first nature” factors and the “second
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nature” factors, thereby to provide policy suggestions for develo-
ping countries to promote industry development with strategic
regional economic integration policies.

The main contents are as follows:

Firstly, make a survey on related literatures. There are
three theory strands concerning industry location, they are tradi-
tional location theory, international theory and new economic ge-
ography theory. This thesis introduces the industry location de-
termination mechanisms and regional integration’s effects on in-
dustry location in the frame of these three theory frames respec-
tively. After evaluated the basic viewpoints of these three theo-
ries and their limitations, this thesis points out that new eco-
nomic geography has provided the most powerful instruments to
research regional economic integration’s effects on industry loca-
tion.

Secondly, make a comparative static analysis on regional in-
tegration’s industry location effects. This chapter uses Foot-
loose Capital (FC) model to make comparative static analysis on
regional integration’ s industry location effects, and shows that
regional economic integration has two — tier production - shifting
effects. The first is external production — shifting effects, which
can shift the industries from non — member countries to member
countries. The second is internal production — shifting effect,
which can induce industries shift among member countries when
the RIAs members’initial conditions such as market size and fac-
tor endowments are asymmetric. The differences of initial mar-
ket size and factor endowments are the “first nature” determi-

nants on industry location, which determines the basic tendency
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of industry spatial distribution in the process of regional integra-
tion.

Thirdly, make a dynamic analysis on regional integration’s
industry location effects. This chapter introduces circular causal-
ity into analysis and use Footloose Capital Vertical Linkage
(FCVL) model to make a dynamic analysis on regional integra-
tion’s industry location effects. Results show that even if the in-
itial conditions of member countries are symmetric, regional in-
tegration can induce the endogenous regional disparity of indus-
try spatial distribution among RIAs members and non — mem-
bers. Industry agglomeration with circular causality is the “sec-
ond nature” of industry location and it will strengthen and ampli-
fy the basic tendency of industry spatial distribution in the
process of regional integration. That is, regional integration has
induced external production shift effects and internal production
shift effects, which make industries distribute unevenly among
countries. With the increase of trade freeness, industry agglom-
eration with circular causality makes these effects self - reinforce
and acceleration. When the trade freeness between member
countries reaches a certain level, catastrophic agglomeration will
take place and therefore magnify the uneven distribution of in-
dustries, and will ultimately result in income welfare disparity
and international industry development inequality.

Finally, discuss China’s East Aisa regional integration
strategies and industry development. This chapter applies the
theoretical results of chapter 3 and chapter 4 to the practice of
China’s regional integration activities, and provides policy sug-

gestions for China’s East Asia regional integration strategies.
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Abstract

The core proposition of this thesis is: Regional integration
has uncertain effects on developing country’s industry location
and industry development, and they depends on the member
countries’ trade freeness, market size, factor endowments, ver-
tical linkage between industries and the process of multilateral
liberalization. On some circumstances, regional integration can
shift industries to developing member countries and concentrate
there, which are good for developing countries’ industrialization
and industry development. But on some other conditions, re-
gional integration can induce the regional disparity of industry
spatial distribution, which will confront developing countries
with the crises of industry outflow and de — industrialization, and
may even cause world unequal of industry development, which

will harm developing countries’ industry development.

Key Words: Regional Economic Integration, Industry Loca-

tion, New Economic Geography, Industry Development
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