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This paper studies the impact of trade openness between a developed and a developing country
on skilled-unskilled wage inequalities. The linkage between international trade and income distribu-
tion has been examined mostly by using the Heckscher —Ohlin (HO) framework. The well known
Stolper —Samuelson (SS) theorem states that, in response to North-South trade openness, the rela-
tive wage of skilled labor in the less skill abundant developing country must fall. Departing from
the HO framework, this paper introduces endogenous directed technical changes, originally dis-
cussed by Acemoglu (1998; 2002),

trade induces the directed technical changes, which add further impact on the relative wage of

into a North-South trading model. An opening of North-South

skilled labor. We show that if the positive effect of the trade-induced technical changes (TITC) on
the relative wage of skilled labor is sufficiently large, the SS theorem is not valid in the developing
country. The elasticity of substitution between different factors determines how powerful the ef-

fects of TITC are. If the elasticity of substitution is sufficiently large, the relative wage of skilled

labor rises in response to trade openness.
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