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New Trade Theory Revisited

ZHIYONG DoNG
(Peking University)

Abstract The large volume of intra-industry trade is often cited as critical evidence fa-
voring the new trade theory. This paper challenges this view from both theoretical and empir-
ical analyses. Using trade data of 68 countries, we estimate both a static and a dynamic model
and find that factors such as the size of an economy, consumer preferences, geography, trade
imbalance and trade environment (openness of a country) all have impacts on intra-industry
trade in both the short term and the long term. These findings beg the new trade theory to re-
think its evidence in the future.
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