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This dissertation consists of three distinct essays on public policy in spatial economies. The first
two chapters share a focus on the role of strategic interactions among governments facing international

capital mobility in shaping economic geography.

The first chapter proposes a framework, based on a reciprocal dumping model, that assesses the effects
of tariff competition for mobile firms on the location patterns of the industry as well as welfare
implications. While high transport costs encourage geographic dispersion in the industry, sufficiently
low transport costs resull in a core—periphery location where nobody bears tariff burdens. I show that
the global economy would be better off under an international coordination scheme, which differs from

ones proposed in previous studies.

The second chapter shares the objective of the first but emphasizes the fact that inherent heterogeneity
of regions inevitably creates asymmetric industrial linkages. The chapter coauthors, Hikaru Ogawa and
Yasuhiro Sato, and 1 investigate which of the two types of countries—resource-rich or
resource—poor—gains from capital market integration and capital tax competition. We develop a framework
involving vertical linkages through resource-based inputs as well as international fiscal linkages
between resource-rich and resource—poor countries. The analysis shows that capital market integration
causes capital flows from the latter to the former and thus improves production efficiency and global
welfare. However, such gains accrue only to resource—poor countries, and capital mobility might even
negatively affect resource-rich countries. In response to capital flows, the governments of both types
of countries have an incentive to tax capital. We thus conclude that such taxation enables resource-rich
countries to exploit their efficiency gains through capital market integration and become winners in

the tax game.

The third chapter studies the costs and benefits of urban interactions. Urban economics, economic

geography, and urban planning have widely recognized the importance of urban interactions, such as
face—to—face communication or a convivial atmosphere, to understand urban phenomena. However, solitary
contemplation is indispensable to enhance ability and creativity. I model a situation involving a choice
of the frequency of visits to a playing field in a monocentric city by households facing a trade—off
between enjoying interactions at the playing field and cultivating their ability through solitary
introspection and reflection. Two conflicting magnification forces are generated through urban
interactions and human capital spillovers. Positive externalities possibly reinforce a dispersion force.

I discuss a first-best policy in this environment.
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