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Abstract

The standard Heckscher-Ohlin-Stol per-Samuel son framework, with its assumption of
factor immobility and on the basis of differing factor-endowments, explains the
equilibrium price level and the corresponding equilibrium amount of two goods
produced by two trading countries. As such, it does not take into account the possibility
of foreign direct investment (FDI) and international labor migration as a consequence of
market dis-equilibrium at the national level. This is obviously at odds with casual
empirical observations. A revised model therefore takes into consideration this
limitation from a dis-equilibrium viewpoint and allows for international factor mobility.
Then in the short run, relatively capital-abundant (or unskilled labor-scarce) economies
export capital-intensive products and import unskilled labor-intensive products, while at
the same time experiencing net outflow of FDI and net inflow of unskilled workers. On
the other hand, relatively capital-scarce (or unskilled labor-abundant) economies export
unskilled labor-intensive products and import capital-intensive products, while sending
unskilled migrant workers and receiving FDI. In the longer run, both countries
“converge” to an identically resource-endowed status. Some descriptive evidence and a
more rigorous econometric analysis both appear to support this overall model prediction,
yet a more rigorous analysis on the basis of a detailed dataset and a more refined
formalization is awaited for a fuller investigation of the linkages among these
international economic measurements.






