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[0 O Although the Classical model seems limited in todays complex production world, economists have been
interested in the extent to which its general conclusions are realized in international trade. In particular, economists
have focused on the link between relative labor productivity, relative wages, and the structure of exports. One of the
earliest empirical studies was conducted by G. D. A. MacDougall in 1951. In this classic study, the relative export
performance of the United States and the United Kingdom was examined, using the export condition utilized
throughout this chapter. MacDougall wanted to see if export performance was consistent with relative labor
productivities and wage rates in the two countries. He argued that, relative to the United Kingdom, the United
States should be more competitive in world markets whenever its labor was more productive than that of the
United Kingdom, after taking into account wage rate differences. Another way to state this is that the value of
U.S.commodity exports should be greater than that of U.K. commodity exports whenever the ratio of labor
productivity in the United States to that in the United Kingdom in that industry is greater than the ratio of wages
between the United States and the United Kingdom O i.e., the ratio of labor input/unit in the United States to that
in the United Kingdom is less than WuK/Wus[J . Whenever the ratio of U.S. to U.K. productivity in a given
industry is less than the ratio of U.S. to U.K. wages, the United Kingdom should dominate in exports of the good.
O O The early results of MacDougall and later studies by Stern [J 19621 and Balassa [J 19631 con firmed the
initial hypothesis. Some of MacDougalls early findings are conceptually repre sented in Figure 1. The relative
productivity of more than 20 exporting industries in each of the two countries is plotted on the vertical axis; the
relative volume of individual industry exports is plotted on the horizontal axis. In 1937, U.S. wages were on average
twice those of the United Kingdom. A horizontal line is drawn intersecting the vertical axis at the value of 2. If a
vertical line is now drawn intersecting the horizontal axis at a value of 1 [1 as a dividing line between U.S.
dominance of exports and U.K. dominance of exports[] , four quadrants are formed. If the basic thrust of the
Classical model holds, U.K. dominant exports should lie in the lower left-hand quadrant and U.S. dominant
exports should lie in the upper right-hand quadrant. You can see that the empirical results tend to confirm the
Classical prediction.
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