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Beyond Comparative Advantage •



The Heckscher-Ohlin model predicts that owners of abundant factors will gain from trade and owners of scarce factors will lose from trade.



•



The Factor Price Equalization Theorem states that the prices of traded goods and factors of production will become equal across borders (assuming open trade and low transport costs)



•



But little evidence supporting this prediction exists.



Empirical Evidence of the Heckscher-Ohlin Model • Tests on US data – Leontief found that US exports were less capital-intensive than US imports, even though the US is the most capital-abundant country in the world: Leontief paradox.



• Tests on global data – Bowen, Leamer, and Sveikauskas tested the Heckscher-Ohlin model on data from 27 countries and confirmed the Leontief paradox on an international level.



• Tests on manufacturing data between low/middle income countries and high income countries. – This data lends more support to the theory.



Empirical Evidence of the Heckscher-Ohlin Model (cont.)



Empirical Evidence of the Heckscher-Ohlin Model (cont.)



H-O Theory Explains Trade between high wage and low wage countries. But the majority of world trade is between high income countries. High Income Country



61%



17%



16% Low Income Country



High Income Country



6%



Low Income Country



Overlapping Demands • Theory of overlapping demands - Staffan Linder – Firms are motivated to manufacture goods with a large domestic market • Export is an extension of this production



– Consumer tastes are strongly conditioned by income levels – Nations with similar per capita incomes likely consume similar types of manufactured goods and will likely trade with each other



Scale Economies and Trade “New trade theory” (1980s) Founded on the notion of increasing returns to scale (economies of scale) Nations with similar factor endowments take advantage of massive economies of scale Develop an industry that has economies of scale Produce great quantities at low average unit costs Trade those low-cost goods to other nations Effect of economies of scale on trade



Inter-industry and Intra-industry Trade 1. Gains from inter-industry trade reflect comparative advantage. 2. Gains from intra-industry trade can reflect economies of scale (lower costs) and wider consumer choices. 3. The monopolistic competition model does not predict in which country firms locate, but a comparative advantage in producing the differentiated good will likely cause a country to export more of that good than it imports.



Inter-industry and Intra-industry Trade (cont.) 4.



The relative importance of intra-industry trade depend on how similar countries are. –



Countries with similar relative amounts of factors of production are predicted to have intra-industry trade.



–



Countries with different relative amounts of factors of production are predicted to have inter-industry trade..



Inter-industry and Intra-industry Trade (cont.) • About 25% of world trade is intra-industry trade according to standard industrial classifications. – But some industries have more intra-industry trade than others: those industries requiring relatively large amounts of skilled labor, technology and physical capital exhibit intra-industry trade for the US.



– Countries with similar relative amounts of skilled labor, technology and physical capital engage in a large amount of intra-industry trade with the US.



Intraindustry Trade



Intraindustry Trade (cont.) Reasons for trade - homogeneous goods • lower transportation costs near borders • seasonal variations may impact both supply and demand. (Brocoli imported to US from Mexico in the Winter and exported from the US to Mexico in the summer.)



Reasons for trade - differentiated goods • demand of the „minority‟ consumers not met by domestic producers • overlapping demand segments • economies of scale associated with greater output of a specific type of good



Inter-industry and Intra-industry Trade (cont.)



Figure 6.1 – Intra-Industry Trade (IIT) as a Percentage of Trade in Nonfood Manufactured Goods with Other Industrialized Countries



A Monopolistic-Competitive Firm in a Market Before Trade Opens



Monopolistic Competitor in a Market After Opening Trade



Before Trade: P = 1.9, ATC = 1.9, Q= 4



After Trade: P = 1.5, ATC = 1.5, Q= 6



Firm in Monopolistically Competitive Industry Trade results in increased production and decreases in ATC (scale economies), price, and an increase in consumer choice.



External Economies of Scale • If external economies exist, a country that has a large industry will have low costs of producing that industry‟s good or service. • External economies may exist for a few reasons:



External Economies of Scale (cont.) 1. Specialized equipment or services may be needed for the industry, but are only supplied by other firms if the industry is large and concentrated. –



For example, Silicon Valley in California has a large concentration silicon chip companies, which are serviced by companies that make special machines for manufacturing silicon chips.



–



These machines are cheaper and more easily available for Silicon Valley firms than for firms elsewhere.



External Economies of Scale (cont.) 2. Labor pooling: a large and concentrated industry may attract a pool of workers, reducing employee search and hiring costs for each firm. 3. Knowledge spillovers: workers from different firms may more easily share ideas that benefit each firm when a large and concentrated industry exists.



External Economies of Scale and Trade • If external economies exist, the pattern of trade may be due to historical accidents: – countries that start out as large producers in certain industries tend to remain large producers even if some other country could potentially produce the goods more cheaply. – First mover advantage.



External Economies First Mover Advantage



Summary 1.



2.



Economies of scale imply that more output at the firm or industry level causes average cost to fall. –



External economies of scale refer to the amount of output by an industry.



–



Internal economies of scale refer to the amount of output by a firm.



With monopolistic competition, each firm has some monopoly power due to product differentiation but must compete with other firms whose prices are believed to be unaffected by each firm‟s actions.



Summary (cont.) 3. Monopolistic competition allows for gains from trade through lower costs and prices, as well as through wider consumer choice. 4. Monopolistic competition predicts intra-industry trade, and does not predict the specific products exported or imported by a country. 5. Location of firms under monopolistic competition is unpredictable, but countries with similar relative factors are predicted to engage in intra-industry trade.



Summary (cont.) 5. Location of firms under monopolistic competition is unpredictable, but countries with similar relative factors are predicted to engage in intraindustry trade. 6. It is not clear whether the supply will be produced by the most efficient producer.



(example: no large commercial airplanes are produced in Asia despite growth in Asian air travel and low costs of production in many Asian countries.)
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Scale Economies and Trade. â€œNew trade theoryâ€� (1980s). Founded on the notion of increasing returns to scale. (economies of scale). Nations with similar factor endowments take advantage of massive economies of scale. Develop an industry that has economies of scale. Produce great quantities at low average unit costs. 






 Download PDF 



















 1MB Sizes
 106 Downloads
 152 Views








 Report























Recommend Documents







[image: alt]





Trade for Trade - NSE 

Feb 1, 2018 - 20, 2012 â€“ Sundaram Finance Limited (SUNDARMFIN) shall be transferred from trade for trade segment (series: BE) to rolling segment (series: ...














[image: alt]





Trade Booms, Trade Busts, and Trade Costs 

measure of trade frictions from leading trade theories and use it to gauge the ... regardless of the motivation behind international trade, be it international product ...














[image: alt]





Trade for Trade - Lloyds Steels Industries Limited 

Jul 18, 2016 - BE) to rolling segment (series: EQ) with effect from August 01, 2016 (Monday). For and on behalf of. National Stock Exchange of India Limited.














[image: alt]





1499499676064-skyplay-untrammelled-forex-trade-skies-trade ... 

... Trade Software. Without Doubt Identifies PatternAnd Trades Them. Page 2 of 2. 1499499676064-skyplay-untrammelled-forex-trade-skies-trade-system-ea.pdf.














[image: alt]





Trade flows and trade disputes 

Nov 9, 2014 - Springer Science+Business Media New York 2014 ..... We also classify as export policy disputes the much smaller number of cases over ..... 800-. 850. 850-. 900. 900-. 950. 950-. 1000. >1000. Imports (millions of $2005).














[image: alt]





Trade policy versus free trade 

This yields marginal costs Î³2s2. According to (iii), these are also Firm 2's marginal costs when s2 > s1. On the other hand, when s2 â‰¤ s1, the marginal costs can ...














[image: alt]





Trade Flows and Trade Disputes - Semantic Scholar 

10 Jul 2014 - Kara M. Reynolds. â€¡. American University. This version: July 2014. Abstract. This paper introduces a new data set and establishes a set of basic facts and patterns regarding the. 'trade' that countries fight about under WTO dispute se














[image: alt]





Trade Test 

university/Board with i. Two years work experience in respective trades. OR ii. One year certificate course from. Industrial Training. Institute/vocational ...














[image: alt]





Sub-Saharan Africa's manufacturing trade: trade costs ... - CiteSeerX 

8435~theSitePK:1513930,00.html? ..... Notes: bold italic numbers denote differences in sign and/or significance (at the 5% level) between the. (zero-inflated) ...














[image: alt]





Sub-Saharan Africa's manufacturing trade: trade costs ... - CiteSeerX 

common border, distance ssa, contiguity, landlocked importer and % in agriculture exporter, are only significant in one of ..... 8435~theSitePK:1513930,00.html?














[image: alt]





Trade Integration and the Trade Balance in China 

changes in technology, trade costs, and preferences accounting for the dynamics of China's gross and net trade ... Keywords: Trade Integration, Trade Balance, Real Exchange Rate, International Business. Cycles, Net ... models have been shown to best 














[image: alt]





Self-Enforcing Trade Agreements: Evidence from Time-Varying Trade ... 

concentration, employment, and inventory levels â€” that previous research has shown to be ...... Princeton University Press, Princeton, NJ. Johnson, H. G.: ...














[image: alt]





Commodity Trade and the Carry Trade - University of Chicago 

Jan 29, 2014 - Simon School of Business, University of Rochester. â€¡. The Wharton ...... the forward premium puzzle, Working Paper Harvard University. Ferraro ...














[image: alt]





Trade for Trade - Talwalkars Lifestyles Limited (TALWGYM) - NSE 

Jun 29, 2018 - segment (series: BE) to rolling segment (series: EQ) with effect from July 13, 2018 (Friday). For National Stock Exchange of India Limited.














[image: alt]





1499340115320-altered-horses-trade-software-offer-trade-2017 ... 

1499340115320-altered-horses-trade-software-offer-trade-2017-nerdwallet.pdf. 1499340115320-altered-horses-trade-software-offer-trade-2017-nerdwallet.pdf.














[image: alt]





Trade for Trade - PSP Projects Limited (PSPPROJECT) - NSE 

May 30, 2017 - Further to circular download reference no. NSE/CML/34953 dated May 26, 2017 and pursuant to SEBI guidelines vide circular reference no ...














[image: alt]





Sub-Saharan Africa's manufacturing trade: trade costs ... 

Sub-Saharan Africa (SSA) is only a marginal player on the world's export and import markets. Moreover, and in contrast to other developing countries SSA trade is still largely dominated by trade in primary commodities. Diversifying SSA trade by devel














[image: alt]





Trade in Services: Cross-Border Trade vs. Commercial ... 

and cross border trade in services contradict this assumption. Not only is commercial ... investment. For the empirical analysis we make use of bilateral data .... large Japanese electronic and automobile assemblers, which are not verti-.














[image: alt]





free trade 

FREE TRADE: Directions: Answer the questions below as you watch the video on Free Trade. 1. What is free trade? What are the alternatives to free trade? 2.














[image: alt]





Trade Costs_1207 - CiteSeerX 

Email: [email protected] ... Email: [email protected]. Fax: 44 .... trade costs following the Great Depression explains the entire interwar trade bust.














[image: alt]





Thai Metal Trade 

The stock's excess return* over the next tw elve m onths is ranked in the top 40% of KG I's coverage universe in the related m arket (e.g. Taiw an). N eutral (N ).














[image: alt]





Trade Patterns, Income Differences and Gains from Trade 

Nov 12, 2012 - To do this, we analyze highly disaggregated bilateral trade data and ...... for p1 that arises from substituting the free entry condition and the first.














[image: alt]





The Atlantic Slave Trade 

trade (inset map). Most slaves did not tell about their passageâ€”many died, and those who survived faced lives of bondage in the Americas. But some. Europeans .... AMERICA. AFRICA. EUROPE. Atlantic. Ocean. Pacific Ocean. New York. Charleston. Bahia.














[image: alt]





Trade Show.pdf 

There was a problem previewing this document. Retrying... Download. Connect more apps... Try one of the apps below to open or edit this item. Trade Show.pdf.


























×
Report intra-industry trade





Your name




Email




Reason
-Select Reason-
Pornographic
Defamatory
Illegal/Unlawful
Spam
Other Terms Of Service Violation
File a copyright complaint





Description















Close
Save changes















×
Sign In






Email




Password







 Remember Password 
Forgot Password?




Sign In



















Information

	About Us
	Privacy Policy
	Terms and Service
	Copyright
	Contact Us





Follow us

	

 Facebook


	

 Twitter


	

 Google Plus







Newsletter























Copyright © 2024 P.PDFKUL.COM. All rights reserved.
















