Intra-Industry T

refers to the exchange of similar products belonging to the
same industry. The term is usually applied to international
trade, where the same types of goods or services are both
imported and exported.
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Why Intra-Industry Trade Happens?
HH AL HIL= P 5 ?

Here’s a brief example to help you understand: Consider
there are four economies in the world — U.S, EU, China and
Japan, they are all in motor vehicles industry and there are
four types of products of it — SUV, bus, truck and car.

Though China and U.S all produce SUVs and trucks, Chinese
families prefer American SUVs and American drivers prefer
Chinese trucks. So what happened is that China exports
trucks to U.S and imports SUVs from U.S. and vice versa. By

the same token, Japan may be importing buses from EU
and exporting cars to U.S.

In summary, the first reason why Intra-Industry Trade
happens is: Consumer Preferences.
F—NERENGFETEZ RRHER EEEANE5

& xE. K&, HE. BAX. eNEBEAE~L, 7
HEBHIESUV. ARE. FE. HiE,

\
-

ERPEMEXEHFESWERE, BEPERERY = -z "’
il;‘-"suv, ﬁﬁilﬁ)l?i%%ﬂl;lﬁu *F. fAFER <4 i
XEHOFRZE, #OSUv, Mk lﬁtlﬂltﬂl:lsuv i3 :
D&%, FHNEE BATRAREEOARE, © vs *U China Japan
A%%E, Example of consumer preferences

Rz, FYRRSGHNE— N RER: EHEERT. JEEEE I



Why Intra-Industry Trade Happens?
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The second reason is the heterogeneous of products.

Consider that U.S., EU, China and Japan are all producing
cars. But for the difference in design, material, safety and
marketing, EU products is called Luxury cars, American
products is called Semi-luxury cars, Japanese products is
called General cars, Chinese products is called Cost-
effective cars. For this reason, though four economies are
all in same industry, they still import from and export to
each other.

Except of that, homogeneous goods is also a type of intra-
industry trade, but we are not going to put emphasis on it
for it’s not important.
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Basic Conditions
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1.Similar demands and development level
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As you can see, in this condition, all four economies have high
demands for motor vehicles. Also, their consumers can afford
abroad products. High consumption levels lead to the creation of
heterogeneous goods, which makes intra-industry trade happen.
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2.Economies of scale
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We all know that the four economies in our example are
manufacturing power in motor vehicles industry. So they can
produce in a low-cost by producing a lot of vehicles. Once the
cost down, the competition reduced, then the market expands
which means it can contain more domestic and abroad products.
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