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Division of Labor, Coordination Cost and Welfare Effects of Regional
Trade Agreements

YU Zhen

Abstract: Although previous international integration theories discussed the welfare effects of
regional trade agreements from several angles, the old ones didn’ t discover the welfare origin of
regional trade agreements and dissevered the static welfare effects and dynamic welfare effects
factitiously which leaded to decline of explanatory power of correlative theories. According to
economic logic of new regionalism, regional trade agreements could be treated as collective action
taken by regional members who went after economics of division of labor. During the course of
specialization, regional members had to face the coordination cost caused by division of labor.
Under this analytical framework, welfare of regional trade agreements originated from economics of
division of labor. Participants of regional trade agreements could improve welfare by deepening
regional specialization and reducing the coordination cost. Furthermore, welfare distribution of
regional trade agreements depended on the distribution of economics of division of labor and
coordination cost among regional members.

Key words: division of labor; coordination cost; regional trade agreements; welfare effect
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