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The Relationship between Intra-Industry Trade and FDI: A Case of Machinery and Transport
Equipment Trade between Korea and China
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Abstract

This study presents the pattern and determinants of intra-industry trade in Korea’s machinery and transport
equipment industry focusing the influence of foreign direct investment on intra-industry trade. Using an OLS
regression model the determinants of intra-industry trade are investigated. Results indicate that a statistically
significant negative relationship is found between intra-industry trade and foreign direct investment, and show that
intra-industry trade is positively affected by the degree of product differentiation and export structure similarity.
Intra-industry trade is also positively associated with the economies of scale, the level of trade bamrier, and
transportation costs, although this is not statistically significant. The study found strong evidence that the propensity

of foreign direct investment toward export specialized industry makes the negative relationship between
intra-industry trade and foreign direct investment.
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711 28121 735 29299 771 311
712 28132 741 29150 772 312
713 29111 742 29122 773 313
714 3532 743 29123 R 3311
716 31101 744 2916 775 2951
718 29119 745 2919 776 32191
721 2931 746 29141 781 34121
722 2931 747 2913 782 34122
723 29331 748 29142 783 34121
724 2935 ' 751 3002 784 343
725 29391 752 3001 785 359
726 29393 761 32300 786 34202
727 2934 762 32300 791 352
731 29211, 29212 763 32300 792 353
733 29213 764 322 793 351

: SITC : EF A1 59 ¥ F(Standard International Trade Classification)
ISIC : 34| E54}+3] £ F(International Standard Industrial Classification)



