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Abstract

The relationship between international trade and national economic
development is a concerned topic in economics. According to some very famous
international trade theory such as Theory of Absolute Advantage, Theory of
Comparative Advantage, H-O theory, the welfare of the world will be improved by
the export of advantage products and the import of disadvantage ones. Many
economists tried to testify the conclusion by empirical methods, and found that
international trade hasten national economic development. However, the effect of
international trade to national economic growth differs in different countries.
Many Chinese economists have done such a job and drew the conclusion that
international trade actually improved china’'s economic development, although
they hold different opinion of how much.

Traditional international trade theories can explain why commodities are
exchanged among different industries. But products exchanged nowadays are in
the same industry, then a new theory——intra-industry theory appeared. Although
the system of intra-industry trade theory is not perfect yet, many studies show that
division of labor in the same industry is superior to among industries, which can
benefit world trade a lot. Now intra-industry trade plays a more and more
important role in international trade, especially in developed countries.

Just because of the importance of intra-industry, this paper is trying to
describe the status quo of china's intra-industry trade, wishing to find some
problems and give some advises. This dissertation includes four sections: section
one, introduction of intra-industry theory , e.g. the history, some basic contents,
some useful indexes and formulae; section two, the analysis of the effects of
intra-industry to the society’s welfare using two models; section three, analyzing
the situation of China’s intra-industry trade using GL index; section four, the
analysis of the contribution of intra-industry trade to China’'s economic
development by using econometric tool, trying to make some conclusions, then

giving some advises to China’ s intra-industry trade.
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