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Abstract:
We discussthe circumstancesunderwhichimprovementsin productivityin a tradingpartnerare
beneficialto the home countryand whentheyaredetrimental. We showthat there are gains fromtrade
that a countrycan capturefrom a partlydevelopedtradingpartnerthat stronglyexceedthe gainsit
can obtainby tradingwith eithera fullydevelopedtradingpartneror one that is relatively
undeveloped. Oncea tradingpartnerpassesthis partlydevelopedstate, furtherimprovementsin the
tradingpartner's productivityusuallydecreasethe welfareof the home countryso that we have
an inherentconflict in the interestsof the two countries.
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