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5. Concluding remarks

This paper has discussed the impact of trade flows on within-country income inequality in

developing countries. We have argued that the interplays between trade opening and

technology adoption may constitute an important mechanism leading to a possible increase in

income differentials in the liberalising developing countries.

Theoretically, if the HOSS assumption of identical technologies across countries is dropped,

increasing exposure to international markets can foster the process of technology diffusion

across DCs, through both imports and exports. The technologies transferred from more

advanced countries are likely to be more skill-intensive with respect to those domestically in use

and thus the trade-induced technology upgrading may result in a labour demand shift in favour

of skilled labour, ending in a generalised increase in the skill premium and hence in a more

unequal income distribution.
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