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Abstract

Abstract

There are mainly two kinds of international trade: inter — industry trade, which in-
dicates a nations export and import are the products from different industry division. An-
other is called intra — industry trade (IIT), which means the export and import are from
the same division. IIT was emerging from 1960s among developed nations. From the
historical perspective, IIT is an advanced development form of inter — industry trade.
Researches show, the IIT level between developed nations is much higher than that of
developing countries, and newly industrialized countries are higher than non industrial-
ized countries. This means that IIT is an advanced form of trade comparing to the tradi-
tional inter - industry trade.

Along with economic growth and technological advancement, division of labor deep-
ening, international trade expands tremendously. Following this trend, trade conflicts
become more and more serious, traditional inter - industry trade faces many problems
such as, size, structure, organization and operational style etc. All these forced us to
change our thinking conception, and find the new way to develop international trade.

Since 1978, Chinas international trade has achieved outstanding progress. 2004,
Chinese trade volume has ranked 3rd in the world. But along with the achievement,
there are also many problems emerge endlessly, for example, the numerous antidumping
Initiative cases against China, huge trade surplus, corresponding pressure to CNY ex-
change rate, and recently Product Quality revolt from USA etc. All these are directly re-
lated with Chinese trade advaniage path selection, trade policy priority preference.

Heavily influenced by traditional “Comparative Advantage Theory” , most of people

believes, that China is a huge developing country with numerous cheap labor resources.
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She should produces labor intensive product and exports these products to gain her trade
benefit, and participate in the international division of labor in this way. But these strat-
egies result serious trade conflicts with the partner countries and other problems such as
environment pollution. In this book, I try to argue that we should rethink the theory be-
hind these strategies, and try to develop the IIT theory and apply it to restructure the
trade advantage selection strategies for sustainable development of China.

After the introduction of chapter 1, the logic and the main conclusions of the book
are as following:

Because there is no consistent definition about IIT, debates on IIT continuously a-
long with the development of IIT. Some think that the IIT is just a “statistical phenome-
non” . This incorrect concept blocks the progress of IIT theory and practice. All these
come from the inconsistent of definition on IIT and its statistical scope. In chapter 2, I
clarify the IIT definition and corresponding issues. Besides I define the research ques-
tions based on the literature review.

The chapter 3 mainly focuses on the causes and gain sources of the IIT. Challeng-
ing the key assumptions of Comparative Advantage Theory such as homogenous product,
perfect competition market etc, IIT are based upon the heterogeneous product, diversi-
fied demand and scale of economy. I try to integrate the IIT theory system and give a
clear big picture about IIT theory.

In Chapter 4, I try to argue that the final root of IIT is the deepened international
labor division, and the division of labor has its own cost, after examine the basis of IIT.
Here 1 develop the “heterogeneous supply — heterogeneous demand” framework, and
use the transaction cost analysis as a tool to explain the IIT styles and their precondi-
tions.

In chapter 5, I try to analyze the right path to build the nations competitive advan-
tage of international trade. In this chapter, 1 compared three theories: Comparative Ad-
vantage Theory is a “point — line advantage” based on enterprise and resources which
resulis in serious conflict of interest and trade war; National Comparative Advantage
Theory is a “cubic advantage” based on enterprises — industry — nation framework,

which need a long term preparation to achieve. The IIT theory based on “product heter-
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Abstract

ogeneity” is a kind of “plane advantage” , which is not a substitute relationship between
the partner couniries and can avoid trade war from interest conflict. This is the right
path for China to develop her trade capacity.

After the theoretical analysis, in chapter 6, 1 assessed the IIT level of China by
empirical analysis. The data come from UNCOMTRADE, and the analysis is based upon
the 4 digit SITC commodities. In this part, I calculate the G - L index of China, EU,
USA in 2000 and 2006, and try to find the logic behind the numbers by comparing their
IIT level and their competitiveness. Then I modified the index which can explain Chi-
nese IIT situation better.

In Chapter 7, 1 further explore the feasibility to develop IIT in China. The main
conclusions are: although China is still a developing country, her aggregate economy
scale, science and technology development, even her per capita GDP, especially in
some areas such as Beijing, Shanghai, Guangdong, Zhejiang etc, have been compara-
ble with her developed partners. It indicates that China has the potential to develop 1IT.
Besides, global integration will enhance this trend.

In chapter 8, I try to expand the IIT theory application. In this part, I argue that
IIT can avoid trade conflicts because of its low adjustment cost. I also use China — Rus-
sian trade as a case to explain the possibility of IIT development between developing na-
tions,

Chapter 9 summarizes the main conclusions and indicates the further research di-
rection.

All in all, in this book, I try to prove that intra — industry trade is the right way for
China to strengthen her sustainable trade competitiveness. We have to change our tradi-
tional pattern based on comparative advantage theory, and design the proper policy and

measures to encourage the development of IIT step by step.
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