Gains and Losses from Trade
A. Gains

1. Ricardian Specialization. Specialization according to given comparative advantage permits consumption outside the production possibilities of an autarkic regime.  (See Mankiu for full discussion.)
2. Smithian Specialization. Three gains from a finer division of labor, conditioned on the wider extent of market derived from increased trade.

i. Greater skill stemming from greater learning and/or more focused learning deriving from more focused tasking.
ii. Saving in set-up time or time between tasks due to the allocation of personnel in the most efficient proportions for the various work tasks, including simultaneous tasking as well as production line tasking.

iii. Technical change or organization change deriving from the increased knowledge of the technical and work process associated with observing and practicing the greater division of labor.

3. Smithian Agglomeration Gains.  To the extent that trade and the division of labor leads to a concentration of firms in a city, for example, a finer division of labor is permitted across firms, a greater degree of communication across firms is permitted on common technical and organizational problems, and a more concentrated labor market is permitted.  The gain from a more concentrated labor market takes the form of permitting a finer division of the available labor.  Also important is the possibility of extra-firm training based on economies of scale in learning, i.e. vocational learning arrangements set up by private enterprise, by labor organizations, and by urban governments.
B. Losses
Net losses to owners of physical and human capital due to reallocation of capital and labor to industries with stronger comparative advantages.  Empirical studies have repeatedly shown that labor, particularly skilled labor, earns a lower wage for a long period after loss of jobs due changing trade patterns.  Skills are often company specific, acquired by formal and informal training and experience; these can be easily lost when a job disappears and the lower wage is a likely consequence.  Physical capital is also often industry- or firm-specific and hence losses value in secondary markets.
