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By focusing on what each does best, the two nations in aggregate produce

more of both wine and cloth, thereby improving efficiencies and lowering

costs. Ricardo concluded that Portugal is far better off trading wine for

cloth, and England cloth for wine, than continuing to produce both on

their own—showing how trade between nations can increase efficiencies
b even when one country has a natural advantage over the other.
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United States is an innovative powerhouse, a place where ideas are born
caised, and coaxed into profitable ventures. Indian and Chinese work |
indeed do good work, and they do it cheaply. But what held true for Ese
rade of wine and cloth in the eighteenth century does not necessarily
hold true in the post-Internet age.

The assumption that America is the land of endless innovation begs
4 critical question: Can the majority of us be—or do we want to be—
constantly creative and inventive? Even if this unlikely prospect were the
case, Americans hold no monopoly on entrepreneurial zeal, creativity, or
intellectual firepower. Jared Bernstein, the chief economic advisor for Vice
President Joseph Biden, is an expert on international labor markets. “It's
pure hubris to say that we have the market cornered on talent and
brains,” he told me. Hubris is probably understating it. India, China, and
other low-wage economies are ramping up scientific and engineering

research with a vengeance. They are also educating their workforces. It
is estimated that only 15 percent of the world’s PhD’s in 2010 will be
conferred on Americans, down from 50 percent in 1975, Nearly one-third
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bargaining position of workers in the advanced countries and in many

developing countries as well. Firms threaten to move facilities ¢
lower-wage settings or to import products made by low-wage workers if

their current workforce does not accept lower wages or working condj-

tions, to which there is no strong labor response.”
While Freeman does not believe that U.S. wages will be ratcheted

down to the China price anytime soon, he points out that how workers
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