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Can FDI Inflow Substitute for Trade after CAFTA’ s Building?
Based on NEG Trade Liberalization Research

Yan Yingen and An Husen
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Abstract: By developing a 3 x2 x2 spatial equilibrium model and using panel data set which covers 28 provinces of China from 2002
to 2008 we find that FDI inflow probably substitute or complement to import according to trade liberalization after China — ASEAN FTA
building. When freeness of trade is low FDI inflow will complement to import; Only when the freeness of trade breaks some “threshold
value” FDI inflow will substitute for import. Besides we also find labor endowment will promote import local capital endowment has no
signal effect on import. Human capital endowment has no effect on import when freeness of trade is low while it will has positive effect
on import if freeness of trade is high.

Key Words: Trade Liberalization; FDI; Import; Threshold Effect; CAFTA

JEL Classification: F23 R12 F55

( 62 )

33. Prasnikar J. J. Svejnar D. Mihaljek and V. Prasnikar. 1994. “Behavior of Participatory Firms in Yugoslavia: Lessons for
Transforming Economies. ” The Review of Economics and Statistics 76(4) :728 —741.

34. Schwartzman David. 1960. “Monopoly and Wages. ” The Canadian Journal of Economics and Political Science 26( 3) :428 —438.

35. Smit Minette R.2005. “Concentration Labor Quality and Wages in the South African Manufacturing Sector. ” South African Journal
of Economics 67(2):289 -319.

36. Vanek J. 1970. The General Theory of Labor — managed Market Economies. Ithaca N. Y. : Cornell University Press.

37. Ward B.1958. “The Firm in Illyria: Market Syndicalism. ” The American Economic Review 48(4) : 566 —598.

38. Weiss Leonard W. 1966. “Concentration and Labor Earnings. ” American Economic Review 56(1/2):96 —117.

39.Ye Miao. 2009. “The Situation of Income and Distribution in Monopoly Industries and the Public Policymaking. ” Asian Social
Science 4(9) :30 -34.

The Income Distribution Effect of Chinese Industrial Monopoly

Zhang Yuan

( China Institute of Industrial Relations)
Abstract: The industrial monopoly’s effect on income distribution is a serious problem in China’ s labor market. This paper builds a
two — sector profit sharing model to discuss the industrial monopoly” s effect on income distribution from the perspective of product
prices and factor prices. The result shows that industrial monopoly would widen income gap and the monopoly power in both goods
market and factors market would have a worse effect than that in the single goods market. Empirical data also shows that when the
Monopoly power has more intervention in the economy the income distribution problem is more serious and often shows a decline in
total labor income. The narrowing of income gap and the growth of total income could not be achieved under the industrial monopoly. The
reform of income distribution system depends on the broken of this dual structure of monopoly economy.
Key Words: Industrial Monopoly; Income Distribution; Labor Income
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