Partial Equilibrium
Case 1: Return per unit of capital in Country A > Return per unit of capital in country B 
                         Capital moves from Country B to Country A
	
	Country B
	
	Country A
	World

	
	Before Capital Movement
	After Capital Movement
	Changes 
	
	Before Capital Movement
	After Capital Movement
	Changes 
	

	Capital stock
	OBM
	OBM’
	     =  MM’
	
	OAM
	OAM’
	     =  MM’
	

	Return per unit of capital
	
MH = OBH’
	
M’E = OBR
	
     =  RH’ 
	
	
MC = OAC’
	
ME = OAR’
	
     =  C’R’ 
	

	Total return of capital (from GNP)
	OBMHH’
	= OBREM’ + MM’EG
= OBRGM
:OBREM’ for investment in country B
: MM’EG for investment in country A
	   
     =  RGHH’
     
	
	
OAMCC’
	
OAMGR’
	
   =  C’CGR’
     
	

	Total return of capital (from GDP)
	OBMHH’
	OBREM’
	=  REIH’ – MM’IH
	
	OAMCC’
	OAM’ER’
	=  MM’EG – C’CGR’
	

	Total return of labor
	DHH’
	DER
	     =  REHH’	  
	
	FCC’
	FER’
	     =  C’CER’	  
	

	Country GNP
	OBMHD
	= OBRGM + DER
= OBDEGM
	     =  EGH
	
	OAMCF
	= OAMGR’ + FER’
= OAMGEF
	     =  ECG
	= EGH + ECG
= ECH

	Country GDP
	OBMHD
	OBM’ED
	     =  MM’EH	  
	
	OAMCF
	OAM’EF
	     =  MM’EC  
	= MM’EC – MM’EH
= ECG


Case 2: Wage in Country B > Wage in country A              Labor moves from Country A to country B
	
	Country B
	
	Country A
	World

	
	Before Labor Movement
	After Labor Movement
	Changes 
	
	Before Labor Movement
	After Labor Movement
	Changes 
	

	Labor
	OBM
	OBM’
	     =  MM’
	
	OAM
	OAM’
	     =  MM’
	

	Wage per unit of capital
	
OBW3
	
OBW2
	
     =  W2W3
	
	
OAW1
	
OAW2
	
     =  W1W2
	

	Total return of labor (from GNP)
	
OBMFW3
	
OBMGW2

	
   =  W2GFW3
     
	
	
OAMCW1
	
= OAM’EW2 + MM’EG 
= OAM’GW2
: OAM’EW2 for labor worked in country A
: MM’EG for labor worked in country B
	
     =  W1CGW2
     
	

	Total return of labor (from GDP)
	OBMFW3
	OBM’EW2

	=  MM’EG - W2GFW3
	
	OAMCW1
	OAM’EW2
	=  W1IEW2 – MM’IC
	

	Total return of capital
	DFW3
	DEW2
	     =  W2EFW3	  
	
	HCW1
	HEW2
	     =  W1CEW2	  
	

	Country GNP
	OBMFD
	= OBMGW2 + DEW2
= OBMGED
	     =  EGF
	
	OAMCH
	= OAMGR’ + FER’
= OAMGEH
	     =  EGC
	= EGF + EGC
= EFC

	Country GDP
	OBMFD
	OBM’ED
	     =  MM’EF	  
	
	OAMCH
	OAM’EH
	     =  MM’CE  
	= MM’EF – MM’CE
= EFG
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