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Heckscher-Ohlin led to the identification of other factors that encourage or inhibit trade such as price, and transportation. It devolved two models that accounted for trade in a technology gap and the introduction of new products and accounted for tastes and the introduction of differentiated products. These models allowed an explanation of why competition could occur even when countries had similar production capacity.  Heckscher-Ohlin theorems underpin the thesis of this work.

To explanation the thesis that the law of comparative advantage is relevant in the question at hand, it is first necessary to demonstrate that there has been an increase in the growth of trade in services relative to the growth in trade in goods.  Figure 1 provides that evidence.
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Figure 1

Source: www.statsics.gov.uk

