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LuMing, Chen Zheo & Yan Ji
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Abgract: This paper has explored the causes of duplicaive indudries and interregona ecoromic segmentation with increasng
return. In a market economy , the better developed regon has comparetive advantage in hightech indugries and higher gpeed of
techrologca progress, and consequently a higher position and a larger share in interregona bargaining to di sribute the bendfits of
regond Pecidization. I the less developed regon does ot gecidize, it will lose the bendits of regond ecidization, but it
might a0 gain a higher bargaining power in the future and even catch up the rich regon. The higher isthe techrologica leve of
better developed regon, the higher is its gpeed of techrologca progress, the higher is its barganing power , and the more
bendficid isit for the less developed regon to raise its bargaining power by developing drategc” indudries. Though under certain
oonditions it’ s sdif-beneficid for the less developed regon to behave grategicdly , it s ©cidly indficient because of loss in tota
production and dlocative dficiency. We d o find that fisca trander by the centrd government could induce the lessdeveloped
regon to gecidize, which means thet fisca trander have both the functions of inproving regond income ddribution and the
dficiency o resource dlocation. .
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