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(TTHEHmE EZmin)

Influences of Technological Progress on Trade Pattern
and Gains from Trade

—An Analytical Framework Different from Samuelson’s
CAI Jiming CHEN Chen WANG Yong GAO Hong WANG Kang

Abstract: This paper compared Samuelson’s Ricardo—Mill Model with the analytical
framework of the General Theory of Value for U. S. —China trade. It argues that the contin-
uous technological progress of China’s export sector with comparative advantages can
benefit both China and the U. S., but benefits China more. Although China’s innovation in
the import sector with comparative disadvantage may, in the short term, reduce real
income per capita in the U. S. while increasing the real income per capita of China; the
trade benefit redistribution is entirely the result of fair competition and equivalent exchange
based on the principle of equal rate of comparative benefit. In this case, the real income
per capita of both countries is still higher compared to autarky. In addition, when the di-
rection of comparative advantage reverses for China and the U. S. due to the continuous
technological progress of China, the new pattern of trade will improve the real income per
capita of both countries again, and the real income per capita of the U. S. will not suffer
any “permanent loss” . Based on the analysis of General Theory of Value, trade protection
is irrelevant to which country the above situation would occur and which country’s trade
benefits increase or decrease, and whether it is a reversion to autarky or a re-starting of
the international division of labor and exchanges. The reduction of the trade benefits of a
country can only be attributed to its own relative technological backwardness of the related
industries and cannot be blamed on the technological progress of other countries.

Keywords: Technological Progress; Trade Pattern; Gains from Trade; Comparative
Advantage ; General Theory of Value
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