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On the Impact of Domestic Income
Gap on Intra-industry Trade

LIU Cui-cui!, XIA Let?

(1. School of Economics, Huazhong University of Science and Technology »
Wuhan 430074, China;2. School of Economics and Management ,
Jiangxi Science & Technology Normal University, Nanchang 330031,China)
Abstract: This paper theoretically and empirically examines the impact of
domestic income gap on intra-industry trade. The theoretical model shows that, in
a country as a net exporter of manufactured goods, the level of intra-industry trade
in manufactured goods is positively related to domestic income gap; otherwise, in
a country as a net importer of manufactured goods, the level of intra-industry trade
in manufactured goods is negatively related to domestic income gap. In addition,
this paper employs Johansen co-integration test to empirically study the effect of
income gap among urban residents on the level of intra-industry trade in industrial
manufactured goods, and concludes that the income gap among urban residents has
a positive effect on the level of intra-industry trade in industrial manufactured
goods in China in the long term.
Key words: income gap; intra-industry trade; manufactured goods
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