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	Tutorial Six (week beginning April 15th)


(1) Complete additional questions for Tutorial Five.

(2) Use the information in Table 1 to answer parts (a) and (b).

Table 1

New Zealand exports and imports by product category 

(US $, million)
	Industry
	Exports
	Imports

	
	
	

	Crops 
	580
	183

	Animal products
	670
	721

	Agriculture
	1250
	904

	
	
	

	Textiles
	592
	470

	Wearing apperal
	136
	251

	Clothing
	728
	721

	
	
	

	Electrical machinery
	198
	1071

	Mechanical machinery
	855
	2403

	Machinery
	1053
	3474


Source: McDougall, R., Elbehri, A., and Trong, T.P., eds, 1998. Global trade assistance and Protection: the GTAP 4 data base. Center for Global Trade Analysis: Purdue University.
(a) Calculate intra-industry trade indexes for the three more aggregated industries (in bold script).  In which industries is intra-industry trade highest?


(b) Calculate an intra-industry trade index for New Zealand using (i) the three more aggregated industries, and (ii) the six less aggregated industries (in normal script).  Which measure of intra-industry trade generates the largest estimate of intra-industry trade?  Why?

(2) Assume (i) the compute software industry exhibits external economies of scale, (ii) India has a comparative advantage over the US in producing software, (iii) the Indian market for software is one-tenth the size of the US market, and (iv) the US has a head start in the industry and currently produces for both the US and Indian markets.  Using an appropriate diagram, illustrate what would happen if India protected the software market.  On what does your answer depend? (Yarbrough 2000, Q.6, p.184).
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