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This project theoretically and empirically investigates international trade, FDI, New
Economic Geography and regional economy when firms are heterogeneous. As a result, 1 found
various types of selection and sorting mechanism and substantial impacts of public
policies on selection/sorting effects. In the current wave of globalization, firm
productivity is more heterogeneous and the gap between core and periphery expands. This
project provides effective policies to reduce the gap and increase social welfare.
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