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Abstract

Comparative advantage is the backbone of international trade, but little is known about
its changes over time. First, I empirically show that developing countries used to have a
comparative advantage in low-skill-intensive industries, but this relationship has weak-
ened since the late 1990s and has disappeared after the 2000s. This decoupling of skills
and comparative advantage is particularly present in sectors exposed to automation and
fragmentation. Second, I develop a multi-sector, multi-factor trade model with automa-
tion and fragmentation. I characterize the effect of automation and fragmentation on
changes in comparative advantage. Automation and production fragmentation allow
developed countries to rely on machines or foreign labor, making domestic skill endow-
ments less important in comparative advantage. Finally, through counterfactual exer-
cises, I demonstrate the greater importance of automation and illustrate that, without
automation in developed countries, developing countries would have specialized in low-
skill-intensive sectors.
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