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factors of production--often appear extremnely unrealistic, it is important to concentrate
on the insights provided by the resuits generated by trade theories.

The insights deriving from international trade theory are important because, in
spite of the restrictive assumptions of the models, they have weathered the test of
critical intellectual scrutiny over a very long period and, hence, have corne to be
generally accepted by political decision makers. As a resuit, these propositions represent
the underlying basis for trade policy, particularly in the major developed econon-des.
Thus, unless one has a basic understanding of trade theory, it 1$ flot possible to
comprehend the dynaxnics of nations' international commercial relations.

The Determinants of International Competitiveness
Since the earliest investigations of econorrtc activity, it has beeri recognized that firnis ini
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