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Further Notes on Some Selected Issues
of International Trade

Shoichi SUITA

This paper is a sequel to my previous paper on some aspects of
international trade theory, published in this journal (No. 8).

It begins with the task of explaining some features of the
current reality of world trade, in terms of inter-vs. intra-
industry trade, vertical vs. horizontal international specializa-
tion, and intracompany vs. external market transactions.

Second, it presents an empirical analysis of the relationship
between foreign direct investment and international trade. It
focuses on the operations of multinational companies (MNCs)
and MNC-related trade in the United States and Japan. U.S.
MNCs have constantly been making substantial foreign direct
investment, despite the fact that the U.S. economy as a whole
has been running a considerable deficit in the current account
of its balance of payments.
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Third, the paper focuses on the recent rise of East Asian
economies, especially mainland China, and their influence on
Japanese industries and trade. China’s strength is in the scale
of the nation’s economy. It can simultaneously develop a wide
range of industries, from textile/apparel to machinery, high-
tech industry. This feature distinguishes China from other
developing countries. Today Japan’s current account surplus
vis-a-vis China (including Hong Kong) is approaching nearly
zZero.

Japan’s industrial and trade structure appears to have
reached some kind of a turning point. Japan must envisage a
new pattern of trade and investment structure vis-a-vis the
emerging Asian industrial “powers,” based on the rapidly
changing structure of comparative advantages.
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