INCREASING RETURNS,DYNAMIC COMPARATIVE
ADVANTAGE AND INTRA-INDUSTRY TRADE

e s, Shastb st '
Al 5 5

s /%

cccccccccccccccccccc




&S, sy
R ALY

BEE F

%0 A F U OB



BAHBEM®KE (CIP) BiE

S SR BREEVRHS / REEE.
—Jbx: SFRERE, 2006. 10
ISBN 7 - 5058 5777 -0

[.#&... I g... ﬂl.@%zﬁjﬁm-gi@mg‘g
QOHEFEH S - EigHsr V. OF244QF740

- E A E A CIP Bz (2006) 45 094371 &



TALHRE: EMR
TALRENT: T H
praiRit: /T
PR g . EHth

REEE. SHELBRRBEFLHRS
BELE E
BB IR RTT HEBIEAH
Frak: JEEUBEX R 28 5 #R4e: 100036
DR ig: 88191217 Ri7¥E1E: 88191540
M4k . www. esp. com. cn
HL T HEf4 . esp@ esp. com. cn
JEHTRRETEN 55 A B 22 B ENRY
KHERITT 41T
880 x 1230 32 JF 7 Eg¢ 180000 %

2006 4 10 FI5—hR 2006 4F 10 A 55—WERRY
i 0001— 1000
ISBN 7 - 5058 - 5777 -0/F - 5035 &E4t: 18.00 5%
(EHHREN G R, A5 RAIR)
(EEHE B|ERER)




fe & W At

B, RRBIEIIA, 19954 %
20055 FEAE ARG K 7 7 )R
FroEe b, b SRR, 2006 4F
3H#AZ B R FRBLFFE LR
Fhuh ML EFS . 200245 H
EAEHTERMIEKF BT £,
EEMFERSTF P, THRZR
S5, g S IX R R
MyRFge, HAlFERE 2 0% SUR A
BB E , LA (LFFREFD.
(B | (it 522 5 ) % 20 T
EREEFRRLI0RE, HPA10
M CPEZEE). eSO,
CANKEENBERL) 2 LR, TR
(I bR 22 37 27 ) . (R ) e v g X B
SRR TN % 1E BB 488 F A
Rstofk BB/ VRt SRR
FHRR TN E IR SRR,



AL T AR
Hait: O

COMPARATIVE
RY TRADE

e ek 14 2] ,L‘u,4 (A1
ALY

)




F? 3
—

20 42 80 U= I LA LB 48 8 0 AR BT ] 5 BIS R
TERA S SH G HA S BT R RN T RS
WHRBRE, KRS S ZHESTHRNMAR S HL
HEZR . 20 {4 80 AEAU/™ A BT I K R 10 o R 70 IR e i oy
HEZR T 35138 5 15 32 4 S0 e 3 i 1) A o TS JR A 5 R A S Y o
EABhA ST A R8I B T B 5 B B o S S AU 4R A3t
THA TRMITE, WATERIEKELS 55 %W 5 54 & R EIAH
HEBEHBI, XERASGHERFFYREK, &3340 @
THHENER. BEME, FHEERRT A HEMRE: —
Rk P B 5 0ot A A S AR LR, B P A 1 B R
HBIERR ST RN RABNBA SR =
RALHBEHEREAGEXSHE R, M- LARS 5L
ANASGEANE G BEIERE, BEEX=KEE, /E5H
BT BB X B BB RS E W, DRI R
T A SR BT R  EATHR 5 B
MRBIREIT, MANERBNL . AHBEARN . Rl . RHMESE
PO T3 RS T 3h S LB R BRI EMEH, BEREAXRIL
B HRE A

—i, GWEHEE, ZEARR, BRBIEMNRIFHT.
SMERSEORL R AR BRI B — S BRIR, B AEE TR S
JERGRST 3 RSN IR X B35 LR BT AR W, L



2 N\ M. SHERREFESLATS

Bt sh B B HT = A A SEA M. AEERTH
AN, FEERERREAAMBSL 1EEW AT A G5
RN 5 A ERRRL B T — M ESHESE T 2 A1 A 5 3078 AR
BZABRR, HRFTANEERBRL. =UHRS 5EFHK
ZEBERYLE, AR S B REZEREFGH, XM RE
TANBEAREEQLFEI T EFHE -SRI T KPAH . BH
QTS AN AREEE R ERTRFHERNENSS R
REBAFE LT, (EEREHERT X5 BRI A LB
RS WHEEN, ARSI LBREE T =LA RS 54
Rl ey ik A

R, BIRARE, METHSELPRNERRE, &R
B S HBBRBRRRRA R LARSER, XRERR
5SS RIT FIRE . FEE N B RS TE BL 5 wsk AT TR
BT, FFLABH A B R S o R 55 5 A S v
K. HHS5BASE. FUARSSARANASAEN TS E
EHEWRER TR RAPHA SRR MSMERBON 5 AR E
F—AEBERTMIANFEARA . ARG SR
BERmRALE .. ™ ARSM —ERPSFHEKOER, REE
i R 5 TR BN 5 A B A SRR B A T T WA
AR TRIBE R IR A N EARE RO = AWk LR, e
IER SR T R T7 QR 5 i AT o 7 R I B
W, UIRRBEILAS R RS R BEREMX 0TS,
RRABHN—BETINE. ARG P RHEEE NS B
5BA LT, EFEX—FREEES, ARANABER, EE
R#—L R T A TN A ZHIERY K B 5 00 R
L .

=, BERATHSRRAERNIEIE L. AHEdEk
SR T —LERaE, XLUHHMAEERNIREL. FE



s 3/ 3

7 R % B B R R R R R R R T LR R T E
BRoY TR SRR, SR — E7ZE A L S oc i
BURT ATy “Fr2” BMRE®R, KRPERMR
YRR TR MRGRMTEG, HEEETRNIRER, &
J& R B R A ATE TS i LIRS LB S o 300 Tk R 4% LA K%
PR E RABEIBE R R EEEL, REBROAN
FA KM E SR T AN FARRAIRENL, ZEPERHA
AKX EL MR T RS TR ASEASNRBN, X—
S A A TR B RS BRI ER . EE R
TAHRIH . B SEEAL R 5 IAER T L7 BB R AR
PRI FE AL TT 7= SRR EE . BEALTT B i R R AR
WAL o XA m AL RGBSR T E P L BRI B 5 BUR RA
RIEX. ARG EILTT LR AR REOR S B T )
PR SRR BRI A T, GERE T PR L B R R R B R AP (A B
Fepia) = G R BRI T T . X — SR WAF T NG R E g
Btk PO BRI

BT RITFEREFERRBNERN T EEE AH
ARS8 SCR AR B T RAY . REZHs e, i
PRI R M R E I PTR EER T EB M. M M
b, HFFHER, FESSCROAE . FRORBRRMT. &
FIREBR TR A3HT 7 Bk AR A P 45 D T U8 AR ELBORS 4 A
Mo AHREEERSERPI RSN —TBrBERER, &
MEA B O T — 00 R 5 BRI B e T LI R,
ARG A0 IR — 8 2R B TR AA X5 5 B R BT 5T
BE— WA

JE ¥g #
2006 4 10 F| 8 H



W =

B % 5 B8 h B AR A Y [B) B R A B P Sy AN (trade pat-
terns) IR 5B (trade volume) PRI, B Dixit F] Stiglitz
(1977) BRILE, BERRASEL FHNEARBREY TATL
REEL, HHRMENE SRS RN AAERR S HEISHER
%, Dixit F1 Stiglitz BRI A{UERBRH 5 B K RAE T HMEA,
MEAFEFERKELLRER 7. FAGERLHMFHKBLHE
TE A A T il SHE SR T AR 1 15 35 S S AH v 2 1Y () R R AR
DIEBMARERN . MBS BERERESITEFTAL,
{633 A 5 R TE S M R Bl LS B B B S i
o XFEIZS B E R M R L R — B8 5t BB < 38
WEBERUEAR THE, LSBT FENFTIEKEISN
PRGBS S SRR T TR, 3 ¥ 5B
FHMRUTEAE=NHTEEMN: —&, LA RSZAESR
wHRKMEmEiLE, BRENALFEKERYT BRIAER (7
W) AHIE; &, 4N LR AS I RASBRNER; =
2, NZGBARERRADEINAGE, o= bARES
AFARGELAMRA G BOPERE, A HR2ESEEX = KM
B, BERSERSHEKERE SRR, UENSHT%E
TR AR B3 38 % 3h 7 LB R B BMB R m , DL R ghAs A
BTH ST B 57 FR S 3 1% 14 Sl TRk
BF, N ERAR :



2\ BMEH. BARREREFLATS

B (B2 E) BERINRBLN B LB A
B, LI RET MR 8 3h &5 LIS T Pk R 5 R
Hit. BTREHHMIERGEIFXMMER, AEWINBK
B IRBEE SEALBESS SRR, EiRTRBRPTERREE
VIth ECBAL Bk R 3 7 LU B AL S 17 B B 4 A 3 5 P
ST T ONER AR BN 1 TE T 12 58 3 5 B8 o B Rybezynski 58
HEAN Stolper-Samuelson g BEAT # 5& A4 LA K LT B 5 R 75 8 it
FR. AERRETIE TIMIBUN F BN S AT 3 325 Hog
7=l 2Lk

B (B3 F) MRS FABRLN 7 B HEIE B
W, LAMEET AT BRSO A Bh A R T =k 3
BREK WD . AP ABE AR SR A IR, A&
A S BEA B X PRI BT — MESR T AT A S RA R ™
WHH S SAFHRZEEEEIE . ANREAERMERER
FEHEMT, AEFREHE-LHHER]. BFERS S53A LR
R A BB R AL RFEAT T i1,

B (B4 3) MRAIHX SHA AR $IE BB 1 B
Wi, URETRHNSHELRERT U AASEAM0®HE. A
TIRAF BRI TP RREERNAS, XA URBAEA ¥
AASRAFES PR EMBER, BB ARBETFHRT 2%
3B S RN EGHTERERE. K PUFHMEILRSE
BF, mITRRERE. LR S &G SRR Z A E
FHERHR. CRHUFHBEILABERT, FEMNTRHS
AT S R 77 7= R B B B8 AR b A S B A TR R
Mo FFRAT T — E KRR 31 5B X TR A9 245 4L %t
QBT AU E RS PR AR EE ERENE
Wo FEKRGEETUESDNRBRERESL S UARE
BT —MERT ARSI ShBE R M RSB



#i_& /) 3

FEL (B5 F) BREHEAE (XHHE) MHpH LB
I A H KRN, ARETZG BRSNS LB T ™
YNBSS A RINRSBEAMA SR ER . R 5L
ERmAERNEE N ER R, HX &R IR RER
FTRHBEFR R ™l ARE 7 a R B SB35 B4
LF, AT HAZGERA, AEANRASGER, BAFRNHASAE
MY R B B R FIE . AR R 1A RN RS
HAWEARBARRAL, A EEREBPARINRASH
B

KRG WBEY ELRRE UARS



Abstract

The most fundamental issue in international trade theories is to
explain the determination of trade patterns and trade volume. The great
breakthrough in trade theories since the emergence of DS model ( Dixit
and Stiglitz, 1977) is the incorporation of increasing returns and in-
complete competition side by side into the theoretical framework of
trade. DS model serves not simply the new basis for the development of
international trade theories, but also facilitates the development of
" new growth theories (the second generation). New trade theories and
new growth theories are both originated out of the attempt to deal with
the conflicting aspect between increasing returns and competitive equi-
librium within the neoclassic framework. Increasing returns together
with comparative advantage is a dynamic economic phenomenon,
whereas the new trade theory applies to its analysis the static analytical
method dominant in neoclassic trade theories. Serious modeling and
general equilibrium analysis of dynamic comparative advantage made
no progress until the new growth theories. The latter, characteristic of
its dynamic analysis, provides analytical tools and methods for the dy-
namic modeling of new trade theories. Research in new trade theories
needs to be advanced in three directions; the first direction is the
mechanism in which intra-industry trade might affect endogenous

growth; in other words, the extension of endogenous economic growth
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theory into international (intra-industry) trade; the second is to ana-
lyze the role of intra-industry trade in the distribution of income; the
third, to explain trade patterns and trade volume from the perspective
of transaction cost and analyze the «determination of intra-industry and
intra-corporation trade patterns and that of trade volume. The book
which centers around the three major issues, combines the new trade
theories and new growth theories and elucidates with dynamical analyt-
ical method the impact of increasing returns on the formation and evo-
lution of dynamic comparative advantage as well as the evolution of in-
tra-industry trade patterns with dynamic comparative advantage. The
whole analysis will be carried out in four steps in accordance with the
sources of increasing returns.

In the first step ( Chapter two) , we illustrate the impact of exter-
nal effect on the formation and evolution of dynamic comparative ad-
vantage from the perspective of the former, and the evolution of intra-
industry trade patterns with dynamic comparative advantage brought
about by the external effect. Based on two factors, skilled labor and
unskilled labor, this part joins together external effect, increasing re-
turns and dynamic comparative advantage, and correspondingly illus-
trates the dilemma facing less developed countries as for whether inter-
national division of labor and trade should be conducted according to
initial comparative advantage or the potential comparative advantage,
and further analyzes the validity of Rybczynski Theorem and Stolper-
Samuelson Theorem in traditional trade theories with external increas-
ing returns to scale and the issue whether welfare in trade can be pro-
moted under these circumstances. The impact of governmental interfer-
ence under external effect upon dynamic comparative advantage is also

analyzed.
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We follow the second step ( Chapter three) to illustrate the im-
pact of human capital effect on the formation and evelution of dynamic
comparative advantage and the corresponding evolution of intra-indus-
try trade patterns with dynamic comparative advantage resulted from
the above-mentioned effect. Human capital embraces both external
effect and internal effect, so we analyze the mechanism in which the
two effects in combination might affect dynamic comparative advan-
tage, intra-industry trade and economic growth. With respect to the
channel for the enhancement or accumulation of human capital, edu-
cation is one important alternative apart from learing by doing. This
chapter discusses the interrelated mechanism between education, in-
ternational trade and dynamic comparative advantage.

With the third step (Chapter four) we clarify the impact of inno-
vation upon the formation and evolution of dynamic comparative advan-
tage and the evolution of intra-industry trade patterns with dynamic
comparative advantage engendered by innovation. The human capital
effect finds more evident representation in innovation sectors. This re-
veals not only the fact that human capital itself is the basic factor for
innovation activities, but that innovation activities in open economies
are always closely linked to the evolution of product cycle. Within the
framework of horizontal innovation and North-south trade, close theo-
retical link can be found between variation in product types in the
South and the North, the term of North-south trade and the product
cycle. Within the framework of vertical innovation and North-south
trade, we analyze the relatedness between innovation in the North and
imitation in the South. At the end of the third step, we incorporate
skill-biased technological change and intra-industry trade into one

comprehensive framework and analyze the principle governing the
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change in relative wage of the skilled labor factor.

With the fourth step ( Chapter five), we discuss from the per-
spective of transaction efficiency, the impact of transaction efficiency
improvement on the formation and evolution of dynamic comparative
advantage, and the evolution of intra-industry and intra-firm trade pat-
tern and of the trade volume under the light of the above-mentioned
dynamic comparative advantage. International trade is an important
means to facilitate the increasing returns to scale of differentiated prod-
ucts. The availability of the means relies on the level of transaction effi-
ciency. The dilemma between increase in product types and transaction
cost brings about the occurrence of intra-firm trade. On the other, the
expansion of scale of intra-firm trade results in the boundary of intra-
firm trade. The cost advantage and strategy advantage of intra-firm

trade are also discussed in this chapter.

Key Words: Increasing Returns Dynamic Comparative
Advantage Intra-industry Trade
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