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[0 O Although international trade can promote dynamic gains in terms of increased productivity, the comparative
advantage realized by producers of a particular good can vanish over time when productivity growth falls behind
that of foreign competitors. In the post-World War 11 era, for example, many U.S. steel companies produced steel
in aging plants in which productivity lagged behind that of foreign companies. This contributed to U.S. steel
companies loss of market share to foreign firms. Other U.S. industries that went the way of steel were machine tools
and consumer electronics. By the 1990s, Japanese computer suppliers had begun to compete effectively with U.S.
producers in markets including printers, floppy-disk drives, and dynamic random-access memory chips. This was
particularly disturbing to those who considered computers to be a treasure of U.S. technology and a hallmark of
U.S. competitiveness. Let us see how changing comparative advantage relates to our trade model.[J [ Figure 2.3
illustrates the production possibilities schedules, for computers and automobiles, of the United States and Japan
under conditions of constant opportunity cost. Note that the MRT of automobiles into computers initially equals
1.0 for the United States and 2.0 for Japan. The United States thus has a comparative advantage in the production
of computers and a comparative disadvantage in auto production.
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