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Contents

e Patterns and Theories of International Trade: CSA and FSA
* From Inter-industrial trade to Intra-industrial trade
* Global Value Chains — International Supply Chains

* |ntra-firm trade
* Trade theoretical review: from country to firm based analysis
 Theory of national competitive advantage (R. Porter)
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Trade Patterns and Theories

* The Pattern of International Trade displays
— Patterns that are easy to understand
e Country Specific Advantages — CSA.
* Venezuela-> PDVSA, Norway -> STATOIL.

— Others are not so easy to understand
* Firms Specific Advantages — FSA (Ford, Volkswagen,
Toyota).
* FSA or Industry: Motor vehicles — US-America, Japan-
Korea-China, Germany-Brazil-Mexico).

* The history of Trade Theory and government involvement
presents a mixed case for the role of government in promoting
exports and limiting imports.
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International Trade Theories: from Inter-national trade
(CSA) to Intra-industry and Intra-firm trade (FSA)

?e is cause(b&A

leferences between countries Increasing returns ~Oligopolistic behavior
/ (Brander-Krugman)
In tech oIo y In resources External Internal
7 (Heckscher-Ohlin) (Graham) (Helpman-
Krugman)

Exogenous Endogenous
(Ricardo) (Grossman-
Helpman)
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International Trade: Leading exporter and importer in goods 2015

(Billion dollars and percentage)

Annual % Annual %
Exporters Value Share change Rank Importers Value Share change
1 China 2275 17,4 -3 1 United States 2308 17,3 -4
2 Extra-EU(28) exports 1985 15,2 12 2 Extra-EU(28) imports 1914 14,4 15
3 United States 1505 11,5 -7 3 China 1682 12,6 -14
4 Japan 625 4,8 9 4 Japan 648 49 -20
5 Korea, Republic of 527 4,0 -8 5 Hong Kong, China 559 472 -7
6 Hong Kong, China 511 3,9 -3 6 Korea, Republic of 436 3,3 17
7 Canada 408 3,1 -14 7 Canada a 436 3,3 9
8 Mexico 381 29 -4 8 Mexico 405 3,0 -2
9 Singapore 351 2,7 -14 9 India 392 29 -15
10 Russian Federation 340 2,6 -32 10 Singapore 297 2,2 -19
11 Switzerland 290 2,2 -7 11 Switzerland 252 1,9 -9
12 Chinese Taipei 285 2.2 -11 12 Chinese Taipei 238 1,8 -16
13 India 267 2,0 -17 13 United Arab Emirates b 230 1,7 -8
14 United Arab Emirates b 265 2,0 -29 14 Australia 208 1,6 12
15 Thailand 214 1,6 -6 15 Turkey 207 1,6 -14
16 Saudi Arabia, Kingdom o 202 1,5 -41 16 Thailand 203 1,5 -1
17 Malaysia 200 1,5 -15 17 Russian Federation a 194 15 -37
18 Brazil 191 1,5 -15 18 Brazil 179 1,3 -25
19 Australia 188 1,4 -22 19 Malaysia 176 1,3 -16
20 Viet Nam 162 1,2 8 20 Saudi Arabia, Kingdom o 172 1,3 -1
21 Indonesia 150 1,1 -15 21 Viet Nam 166 1,2 12
22 Turkey 144 1,1 9 22 Indonesia 143 1,1 -20
23 Norway 105 0,8 27 23 South Africa b 105 0,8 -14
24 South Africa 82 0,6 -10 24 Norway 76 0,6 -15
25 Qatar 77 0,6 -39 25 Philippines b 70 0,5 3



uc International Business: a European Perspective

BE CANTABRIA 2. Europe and Global Trade: Patterns, Theories, Policies and Strategies

Merchandise exports by region
and product, 2012 (US$ billion)
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International Trade: Intra-IndustryTrade

A18.Top 10 exporters and importers of chemicals, A19. Top 10 exporters and importers of pharme
(Billion dollars and percentage)

Value Share in world exports/imports

(Billion dollars and percentage)

Value Share in world exports/imports

[ 2015 | [ 2015 |  2010] 2015 |
Exporters .
European Union (28) 901 N 539 482 European Union (28) 340 66.1 63.9
extra-EU (28) exports 349 - - 186 187 exin-EU (28) exports 159 2.7 28
United States 206 148 133 3.7 110 Switzeriand 65 10.6 122
China a 120 08 13 21 5.9 United States 52 28 28
Switzertand 88 40 47 36 47 '”:,'a 13 ;5 g.s
Japan 83 47 53 6.0 34 ga:;‘:d 2 . 1-3 1-3
Korea, Republic of 58 05 08 24 3.1 E— 5 3 -
Singapore a7 05 11 16 25 e : 34 15
Canada 37 25 22 25 2.0 Japan y 09 07
India 36 0.3 04 0.7 18 Panama b y 08 07
Above 10 1598 - . 88.0 85.5 e
Importers European Union (28) 260 52.1 475
European Union (28) 761 - 4.0 39.5 extra-EU (28) imports 80 135 146
extra-EU (28) imports 205 - - 105 10.7 United States 90 139 16.4
United States 220 6.2 7.7 12.2 11.5 Japan 2 37 44
China a 171 20 22 49 89 Swizeriand 73 20 70
Japan 64 4.1 5.0 42 33 China a 20 17 37
india 47 0.0 10 08 24 Canada © 3 26 23
Canada b 45 22 25 32 2.3 Russian Federation ¢ 9 24 1.7
Korea, Republic of 43 13 24 22 2.2 Australia ¢ 8 1.8 14
Mexico a, b 43 15 12 24 2.2 Brazil ¢ 7 14 13
Switzerland 42 25 26 21 2.2 Mexico a, ¢ 5 1.0 1.0
Brazil ¢ 38 24 1A 16 2.0 Above 10 460 84.6 83.8
Above 10 1474 - . i 76.6
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Intra Industrial Trade

A21.Top 10 exporters and importers of automotive ; A20.Top 10 exporters and importers of office and telecc
(Billion dollars and percentage) ‘Billion dollars and percentage)

Value Share Y world emonsrimpons _ SEReE expons“mpons I

N T | 2015 | des0] des0l 2000l 2015 | 2

Exporters China a 591 0.1 1.0 45 3.0
i £55 : : 202 European Union (28] 318 - - 293 183
extra-EU (28) exports 229 - - 12.2 173 extra-EU (28] exports a5 - N 87 79
Japan 137 19.8 20.8 15.3 10.3 Hong Kong, China 244 N . N N
United States 129 119 10.2 117 98 domestic exports b 0 20 16 04 00
Mexico a 97 0.3 14 53 7.3 re-exports 244 N N N N
Korea, Republic of n 01 07 26 54 United States 142 195 17.3 159 82
_LCanada 2 £ e 100 4L Singapore 118 32 6.4 77 6.8
China a 49 0.0 0.1 0.3 3.7 Korea, Republic of 110 20 48 6.1 6.3
Thailand 27 0.0 0.0 0.4 20 Chinese Taipei 93 32 47 60 54
Turkey 17 0.0 0.0 0.3 13 Mexico a 63 0.1 15 35 36
India 1 0.1 0.1 09 Japan 60 21.1 225 112 35
Above 10 1253 - - 96.3 946 | VT 59 14 27 22 ¥
Above 10 1555 . . 90.1 89.6

__European Union (28) 498 : 45 37
[~ extra-LU (20) IMports 72 - = 50 ) European Union (28) 446 - - 339 23.1
United States 292 20.3 24.7 294 216 extra-EU (28) imports 222 - - 147 11.5
China a 73 0.6 06 0.7 54 China a 385 0.6 13 44 19.9
Canada b 68 8.7 77 8.0 50 United States 321 15.9 211 21.2 16.6
ico a b 45 18 0.3 35 33 Hong Kong, China 257 - - - -
 Saudi Arabia, Kingdom of ¢ 33 2.7 0.9 0.7 24 retained imports b 13 1.7 14 13 0.7
Australia b 24 1.3 1.2 1.5 17 Singapore 84 26 45 53 44
Turkey 20 04 10 14 Japan 80 26 3.7 6.0 42
Japan 19 05 23 17 14 Mexico a, ¢ 64 0.9 1.5 29 33
Russian Federation b 6 . . 02 T2 Korea, Republic of 62 1.3 26 33 32
Above 10 1088 n . 89.0 802 __Chinese |aie) il Ld 2o AL il
Malaysia a 41 1.6 1.9 32 2.1

Above 10 1542 : : 853 798
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Intra-industry Trade
Global Value Chains — International Supply Chains

Today’s planet of trade looks very different from when the first rules
governing world trade. The old division of labour between nations
has been radically changed by the recent wave of globalization.

Global value chains, or international supply chains, are core to this
development and traditional boundaries and distances are
collapsing.

See:

https://www.wto.org/english/res _e/statis_e/miwi_e/background pa
per_e.htm
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Trade in Value Added and Global Value Chains

United Kingdom

The value added (VA) components of gross exports,1995 and 2011
(% share in total gross exports)

VALUE ADDED CONTENT OF GROSS EXPORTS

Evolution of the VA components of gross exports, 1995-2011
(annual % change)

Trade in Value Added and Global Value Chains

The value added (VA) components of gross exports,1995 and 2011
(% share in total gross exports)

| | |
1995 66.4

2011 532
| | | | | |
0 10 20 £ 40 50 0 70 80 %0 100
Domestic VA sent to consumer economy » Domestic VA sent to third economies
W Domestic VA re-imported in the economy B Foreign VA content of exports

Domestic VA sent to consumer economy
Domestic VA sent to third countries
Domestic VA re-imported in the economy

Foreign VA content of exports

VALUE ADDED CONTENT OF GROSS EXPORTS

Evolution of the VA components of gross exports, 1995-2011
(annual % change)

0 5 10 15 20

uspain

5 Developing economies Developed economies

1905 624
2011 520
! . . !
0 0 2 0 4
| Domestic VA sent to consumer ecanomy ' Domestic VA sent to third economies
25 WDomestic VA re-imported n the economy ‘Foreign VA content of exparts

Top export industries - Domestic and foreign VA content of exports, 2011
(% share in industry total gross exports)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA Foreign VA
1. Wholesale and retail trade 88.5 1.5 100.0 10.0 13
2, Motor vehicules 53.9 46.1 100.0 5.7 4.9
3, Transport and storage 80.4 19.6 100.0 8.2 2.0

Top export destinations - Domestic and foreign VA content of exports, 2011
(% share in total gross exports to partner)

(% share in economy total gross exports)

Trade in Value

Domestic VA Foreign VA Total Domestic VA Foreign VA
1, France 1.2 28.8 100.0 10.0 4.0
2. Germany 743 25.7 100.0 8.2 2.8
3. United Kingdom 75.2 4.8 100.0 6.8 2.2

Added and Global Value Chains

Domestic VA sent to consumer economy
Domestic VA sent to third countries
Domestic VA re-imported in the economy

Foreign VA content of exports

0 5 10 15 20

United Kingdom ¥ Developing economies Developed economies

Top export industries - Domestic and foreign VA content of exports, 2011
(% share in industry total gross exports)

(% share in economy tetal gross exports)

Domestic VA Foreign VA
12.0 1.6

1.1 1.1

_DomesticVA _Forelgn VA Total
1. Other business services 88.5 11.5 100.0
2. Financial intermediation 90.7 93 100.0
3. Wholesale and retail trade 87.6 124 100.0

8.5 12

(% share in total gross exports to pariner)

Top export destinations - Domestic and foreign VA content of exports, 2011

(% share in economy total gross exports)

Domestic VA Foreign VA
1.7 32

8.0 2.6

Domestic VA Foreign VA Total
1. United States 78.7 213 100.0
2. Germany 75.1 249 100.0
3. France 73.8 26.2 100.0

5.1 1.8

The value added (VA) components of gross exports,1995 and 2011
(% share i total gross exports)

VALUE ADDED CONTENT OF GROSS EXPORTS

Evolution of the VA components of gross exports, 1995-2011
(annual % change)

Trade in Value Added and Global Value Chains

The value added (VA) components of gross exports,1995 and 2011

| | | |
1995 63.9

2011 49.4
| | | |
0 10 20 30 40

Domestic VA sent to consumer economy
#Domestic VA re-imported in the economy

Domestic VA sent to third economies

‘Foreign VA content of exports

Domestic VA sent to consumer ecanomy
Domestic VA sent to third countries
Domestic VA re-imported in the econoniy

Foreign VA content of exports

VALUE ADDED CONTENT OF GROSS EXPORTS

Evolution of the VA components of gross exports, 1995-2011
(annual % change)

0 5 10 15 20

Germany  WDeveloping economies Developed economies

(% share in total gross exports)

| | | |

1995 ‘ 64.5

2011 ‘ 52.6
‘ ! : ! ! } |

0 10 20 30 40 50 60 70 80 20 100
25 Domestic VA sent to consumer economy W Domestic VA sent to third economies
‘mDomestic VA re-imported in the economy mForeign VA content of exports

Domestic VA sent to consumer economy
Domestic VA sent to third countries 40

Domestic VA re-imported in the economy

Foreign VA content of exports

[} 5 10 15 20

mFrance mDeveloping economies Developed economies

Top export industries - Domestic and foreign VA content of exports, 2011
(% share in industry total gross exports)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA Foreign VA
1. Motor vehicules 68.6 314 100.0 9.9 4.5
2. Machinery and equipment 73.3 26.7 100.0 8.4 3.1
3. Chemical products 70.4 29.6 100.0 6.9 2.9

Top export destinations - Domestic and foreign VA content of exports, 2011
(% share in total gross exports to parter)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA Foreign VA
1. France 73.6 26.4 100.0 6.3 23
2. United States 758 242 100.0 6.2 2.0
3. China 736 264 100.0 5.6 2.0

Top export industries - Domestic and foreign VA content of exports, 2011
(% share in industry total gross exports)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA __Foreign VA
1. Wholesale and retail trade 89.9 10.1 100.0 12.2 1.4
2. Chemical products 67.9 321 100.0 7.5 3.6
3. Transport and storage 85.8 14.2 100.0 7.5 1.2

Top export destinations - Domestic and foreign VA content of exports, 2011
(% share in total gross exports to partner)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA _ Foreign VA
1. Germany 73.6 26.4 100.0 10.0 3.6
2. Italy 76.0 24.0 100.0 6.4 2.0
3. United Kingdom 74.9 25.1 100.0 6.0 2.0
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Trade in Value Added and Global Value Chains

The value added (VA) components of gross exports,1995 and 2011

VALUE ADDED CONTENT OF GROSS EXPORTS

Evolution of the VA components of gross exports, 1995-2011

(annual % change)

10 30
Domestic VA sent to consumer econcmy
Domestic VA re-imported n the economy.

20
1 Domestic VA sent to third economes
Foreign VA content of exports

Domestic VA sent to consumer economy
Domestic VA sent to third countries
Domestic VA re-imported in the economy

Foreign VA content of exports

8.3

[ 1 |
e —

10 20 30

1995

2011

0 s 10

BUnited Stotes B Develeping econamies

{ Domestic VA sent to consumer economy
W Domestic VA re-imported in the economy

60 70 80 90 100

# Domestic VA sent to third economies
' Foreign VA content of exports

Domestic VA sent to consumer economy

Domestic VA sent to third countries

Domestic VA re-imported in the economy

Foreign VA content of exports

10

mChina

HDeveloping economies

20 25

Developed economies

Top export industries - Domestic and foreign VA content of exports, 2011
(% share in industry total gross exports)

Domestic VA Foraign VA Total

(% share in economy total gross exports)
Domestic VA Foreign VA

1. Wholesale and retail trade 95.3 47 100.0 9.1 0.4
2. Chemical products 82.0 18.0 100.0 7.1 1.6
3. Transport and storage 89.5 10.5 100.0 6.9 0.8

Top export destinations - Domestic and foreign VA content of exports, 2011
(% share in total gross exports to partner)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA Foreign VA
1. Canada 82 18. .0 11.6 .5
2. Mexico 79. 20. .0 78 0
3. China 85. 1 0 6.2 1

Traae in Vélue Added and Global Value Chains

1. Computer and electronic
2. Wholesale and retail trade
3. Textiles

Top export destinations - Domestic
1. United States

2. Japan
3. Korea, Republic of

VALUE ADDED CONTENT OF GROSS EXPORTS

of gross exports, 1995-2011

The value added (VA) components of gross exports,1995 and 2011

(% share in total gross exports)

lution of the VA ¢

(annual % change)

P

Top export industries - Domestic and foreign VA content of exports, 2011

(% share in industry total gross exports)

Domestic VA Foreign VA Total

(% share in economy total gross exports)
Domestic VA Foreign VA

45.0 55.0 100.0 10.7 13.1
95.9 4.1 100.0 126 0.5
73.5 26.5 100.0 7.5 2.7

and foreign VA content of exports, 2011
(% share in total gross exports to partner)

(% share in economy total gross exports)

Domestic VA Forelgn VA Total Domestic VA Foreign VA
5.3 4.7 .0 13.7 7.3
8.1 1.9 .0 7.0 3.3
7.7 2.3 .0 3.6 17

ibptinn bn Arace avnarke 2044

Trade in Value Added and Global Value Chains

VALUE ADDED CONTENT OF GROSS EXPORTS

The value added (VA) components of gross exports, 1995 and 2011

(% share in total gross exports)

of the VA

(annual % change)

of gross exports, 1995-2011

1995

2011

Domestic VA sent to consumer economy
#Domestic VA re-imported in the econamy

= Domestic VA sent to thirc economies
Foreign VA content of exports

Domestic VA sent to consumer economy
Domestic VA sent to third countries
Domestic VA re-imported in the economy

Foreign VA content of exports

Nlreland i Developing economies

15
Developed economies

20

1995 704
2011 522
| | . | : |
0 10 20 30 40 50 60 7 80 % 100
Domestic VA sent to consumer economy ' Domestic VA sert to third economies
W Domestic VA re-imported in the economy mForeign VA content of exports

Domestic VA sent to consumer economy

Domestic VA sent to third countries o

Foreign VA content of exports

9.6

0

124

Domestic VA re<mported In the economy mm—— 198

8.

t i
0 3

wlapan  Developing economies

10

15 20
Developed econormies

Top export industries - Domestic and foreign VA content of exports, 2011
(% share in industry total gross exports)

Domestic VA Foreign VA Total

(% share in economy total gross exports)
Domestic VA__ Foreign VA

1. Chemical products 53.9 46.1 100.0 125 10.7
2. Computer activities 48.2 51.8 100.0 6.8 7.3
3. Wholesale and retail trade 64.1 359 100.0 8.2 4.6

Top export destinations - Domestic and foreign VA content of exports, 2011
(% share in total gross exports to partner)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA _ Foreign VA
1. United States 36.6 434 100.0 111 8.5
2. United Kingdom 54.9 45.1 100.0 79 6.5
3. Germany 54.0 46.0 100.0 5.5 4.7

Top export industries - Domestic and foreign VA content of exports, 2011

1. Wholesale and retail trade
2. Computer and electronic
3. Motor vehicules

Top export destinations - Domestic al
1. China

2. United States
3. Korea, Republic of

(% share in industry total gross exports)
Domestic VA Foreign VA Total

(% share in economy total gross exports)
Domestic VA _Foreign VA

93.8 6.2 100.0 16.3 11
82.8 172 100.0 124 26
86.1 139 100.0 11.5 19

nd foreign VA content of exports, 2011

(% share in total gross exports to partner)

(% share in economy total gross exports)

Domestic VA Foreign VA Total Domestic VA Foreign VA
84.9 151 100.0 21.2 38
87.2 128 100.0 135 2.0
83.4 16.6 100.0 6.8 13

Domestic and foreian sectoral VA contribution to aross exnorts. 2011
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Smile curve of GVC 1970s-2000s
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Intra-Firm Trade

OECD (2011) Intra-Firm Trade: Patterns, Determinants and Policy Implications

Intra-firm trade consist of trade between parent companies of a country with their
affiliates abroad and trade of affiliates under foreign control in this country with
their foreign parent group.

 The emergence of global value chains and the expansion of activities of
multinational enterprises have increased the value of intra-firm trade flows.

* Trade statistics and firm-level data point out that intra-firm trade and vertical
integration occur predominantly among OECD countries and that firm
behaviour and relationships between buyers and suppliers explain the patterns
of intra-firm trade.


http://www.oecd-ilibrary.org/trade/intra-firm-trade_5kg9p39lrwnn-en
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FIGURE 1.1 Genealogical map of analytical frameworks for global value chains

(Neo) classical theory of international trade
Ricardo, Heckscher-Ohlin (Vanek), Samuelson

Paradigm shift
Constant returns Homogeneous Portuguese wine ——» Strong association
to scale producers for English cloth L
....... » Weak association
1970 ~—
Intra-industry trade
Gruben & Lioyd
%0 ————————§j————H———J,§————j§——————————————————-
New Trade Theory
Helpman & Krugman
Fragmentation
1990 -~ —— — — — — 4 — — — — Jones & Kierzkowski
Global Deardortt Impact of offshori
obal - ; mpact of offshoring
commodity chains Increita;ir;garlgtutns Fgr:;z\:sl&m:':r::;ta Trade in intermediates on domesticincomes -—1
Gereffi & Korzeniewicz Feenstra & Hanson <p Feenstra & Hanson :
Campa & Goldberg |
2000 -—§————f————————— ——&—— ————— - — — — — ——— ——— e
Vertical specialization
Global value chains Firm's choice of > ) Supply chain length s :
Gereffi, Humphrey, & B GVC governance <« Firm heterogeneity Unbundling — E?eizenbacher, Hummeks, Ishi, & V1
Sturgeon Antras & Helpman > Melitz N Baldwin Romero, & Bosma ¢
s A ! Fally Value-added export
' i Impact of task trade on Che: ltj:heng Fung, & Lau
i i factor productivity Koopman, Wang, & Wel
--- Contract theory Heterogeneous | Grossman &
Theory of firms producers ! Rossi-Hansberg Heterqgeneous
H production factors Trade in value added
! Timmer, Erumban_, Johnson & Noguera
Productlevel empirics Ly Firm-level microdata i . Los, Stehrer & deVries #
Dedrick, Kraemer, & Linden Tomiura i Trade in tasks
Xing & Detert - Bemnard, Jensen, | Input-output table by Gross export
Sturgeon, Nielsen, Linden, ~ GVC sequentiality Redding, & Schott ... [, " firm characteristics decomponition
Gereffi, & Brown Antras & Chor Ma, Wang, & Zhu Koopman, Wang, & Wei

World Bank, JETRO, OCDE, WTO (2017) Global Value Chain Development Report 2017, by Satoshi INOMATA



UC

UNIVERSIDAD
DE CANTABRIA

International Business: a European Perspective

2. Europe and Global Trade: Patterns, Theories, Policies and Strategies

Country-based
(1800s-1970s)

Industry-based
({1980s5-2000s)

Firm-based
(2000s-present)
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Producers

Technologies'
Technology differences
Market structure’

Consumers
Income source
Preferences
Key results
Type of trade

Sources of gains from
trade

Aggregate productivity
effects of trade

Two homogeneous
goods sectors

Constant returns to
scale

Across industries;
across countries
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Capital and labour
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Across-industry
reallocations of
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Mot applicable

One differentiated
goods sector

Increasing returns
to scale

Mo differences

Monopolistic
competition

Labour

Desire for variety

Within industries

Higher scale of
production;
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lower markups

Positive effects from
higher scale

One differentiated
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International trade theories and industrial policy

!jntra-ir;dustry Intra-firm (GVC) in industries with high fixed costs(R&D, technological
esign):

* Specialization increases productivity, and the ability to enhance economies of scale
increases.

)

* Learning effects are high. These are cost savings that come from “learning by doing”.

e Typically, industries with high, fixed costs
— World demand will support few competitors.

* Competitors may emerge because of “Firstmover advantage”
— Economies of scale may preclude new entrants
— Role of the government becomes significant

 Some argue that it generates government intervention and strategic trade policy.
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Monopolistic Competition and Trade

— Main differences between inter-industry and
intra-industry trade:
* Inter-industry trade reflects natural comparative

advantage (natural CSA), whereas intra-industry
trade does not (FSA)

* The relative importance of intra-industry and inter-
industry trade depends on how similar countries
are.

— Intra-industry and Intra-firm trade plays a
particularly large role in the trade in
manufactured goods and services among
advanced economies, which accounts for most
of world trade.
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Theory of national competitive advantage

 The theory attempts to analyze the reasons for a
nations success in a particular industry (country specific

Advantages: CSA-Industrial clusters)

* M. Porter (The Competitive Advantage ofNations) studied 100
industries in 10 nations

postulated determinants of competitive advantage of a
nation were based on four major attributes

Factor endowments
Demand conditions
Related and supporting industries
Firm strategy, structure and rivalry
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Summary and Discussion Questions

 Trade patterns: theory and evidence
* New Trade Theories: from CSA to FSA

 Economies of Scale, First-Mover Advantages and the Pattern of
Trade

* Implications of New Trade Theory
* National Competitive Advantage: Porter’s Diamond

* Managerial Implications: Location, First-Mover Advantages,
Policies.

* |Ina world without trade, what would happen to the costs that
European consumers would have to pay for ICT products?



