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FA4T 4 F e VA— F—OMBz 7 hREEEF (The theory of comparative
cost) ITILEBMOER & TN, EREEDOR b ERNH AR ERL
ENTW5, HOBEH, EEYOENMEREL, EEICSVTHEHE, »H25VI2RE
IBRTENDFBHOBICKAITHE VI WhW 5 THHMEDS ) (labour theory
of value) IZHIL T3,

1RITESE “In the Principle of Political Economy and Taxalion” (2%
BLOBBIORIL 1230\ THBELOREE RO X 5 (KR~ TL 5,

Under a system of perfectly free commerce, each country naturally
devotes its capital and labour to such employments as are most beneficial
to each. This pursuit of individual advantage is admirably connected with
the universal good of the whole. By stimulating industry, -by rewarding
ingenuity, and by using most efficaciously the peculiar powers bestowed
by nature, it distributes labour most effectively and most economically :
while, by increasing the general mass of productions, it diffuses general
benefit, and binds together by one common tie of interest and intercourse,
the universal society of nations throughout the civilized world. It is
this principle which determines that wine shall be made in France and
Portugal, that corn shall be grown in America and Poland, and that
hardware and other goods shall be manufactured in England.®
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In one and the same country, profits are, generally speaking, always
on the same level ; or differ only as the employment of capital may be °
more or less secure and agreeable. It is not so between different countries.
If the profits of capital employed in Yorkshire, should exceed those of
capital employed in London, capital would speedily more from London
to Yorkshire, and an equality of profits would be effected ; but if in con-
sequence of the diminished rate of production in the lands of England,
from the inctease of capital and population, wages should rise, and profits
fall, it would not follow that capital and population would necessarily
move from England to Holland, or Spain, or Russia, where profits might
be higher.®
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Experience, however, shews, that the fancied or real insecurity of
capital, when not under the immediate control of its owner, together
with the natural disinclination which every man has to quit the country
of his birth and connexions, and intrust himself with all his habits
fixed, to a strange government and new laws, check the emigration of
capital. These feelings, which I should be sorry to see weakened, induce
most men of property to be satisfied with a low rate of profits in their
own country, rather than seek a more advantageous employment for their
wealth in foreign nations.‘®
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This exchange might even take place, notwithstanding that the com-
modity imported by Portugal could be produced there with less labour
than in England. Though she could make the cloth with the labour of
90 men, she would import it from a country where it required the labour
of 100 men to produce it, because it would be advantageous to her rather
to employ her capital in the production of wine, for which she would
obtain more cloth from England, than she could produce by diverting a
portion of her capital from the cultivation of vines to the manufacture
of cloth.® _
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(1) (This) explanation of the international exchange of goods and services in
terms of the comparative advantage of the alternative allocation of resources
in each of the trading countries, was originally developed in the writings of

" David Ricardo and other so-called classical economists of the late eighteenth
and the early nineteenth centuries. It still constitutes the basis of the modern
theory of international trade. The theory of comparative costs—as many other
economic theories—reigns, however, in the pages of college text books
without actually governing the practice of empirical economic analysis.

Until recently, we had so little systematic knowledge of the productive
structure of our own or of any other national economy that the application
of such general theoretical principles to the analysis and explanation of
actual foreign trade relationships has been practically out of the question.
Most of what has been said on that subject consisted of reasonable common
sense conjectures or of plausible examples which...... serves well enough to
illustrate the logic of the theoretical argument, but had hardly any specific
base in detailed facts and figures. (Wassily Leontief, “Input-Output Econo-
mics” New York Oxford University Press, 1966, pp. 68~69)

T ANE WW. U v F 4 273 TEREBISHT] FREER BREESH
LYODEFIATHS,

(2) The Works And Correspondence Of David Ricardo, Edited by Piero Sraffa
with the Collaboration of M.H. Dobb, Cambridge univ. press, 1962 Vol. 1,
“On the Principles of Political Economy and Taxation”, Chap., VII On
Foreign Trade, pp. 133~134.

(8) % BRRTF4T4F - VA—VUEE] HRERE B—% 156H

(4) D. Ricardo, The Works., Vol. 1, p. 134

(5) 3B KRR A8 156H~15TH

(6) D. Ricardo, The Works., Vol. 1, pp. 136~137.

(7) B BRI MafH) 1598

(8) RIRIZEEMICZHITHEERDOIEIENNLIGEEZATRE LTESDORERYR
DESTHLE T3,
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To give the monopoly of the home-market to the produce of domestick
industry, in any particular art or manufacture, is in some measure to direct
private people in what manner they ought to employ their capitals, and must,
in almost all cases, be either a useless or a hurtful regulation. If the produce
of domestick can be brought there as cheap as that of foreign industry, the
regulation is evidently useless. If it cannot, it must generally be hurtful. It
is the maxim of every prudent master of a family, never to attempt to make
at home what it will cost him more to make then to buy. The taylor does
not attempt to make his own shoes, but buys them of the shoemaker. The
shoemaker does not attempt to make his own cloaths, but employs a taylor.
The farmer attempts to make neither the one nor the other, but employs those
different artificers. All of them find it for their interest to employ their whole
industry in a way in which they have some advantage over their neighbours,
and to purchase with a part of its produce, or what is the same thing, with
the price of a part of it, whatever else they have occasion for.

What is prudence in the conduct of every private family, can scarce be folly
in that of a great kingdom. If a foreign country can supply us with a com-
modity cheaper than we ourselves can make it, better buy it of them with
some part of the produce of our own industry, employed in a way in which
we have some advantage. The general industry of the country, being always
in proportion to the capital which employs it, will not thereby be diminished,
...... , but only left to find out the way in which it can be employed with
the greatest advantage. It is certainly not employed to the greatest advantage,
when it is thus directed towards an object which it can buy cheaper than it
can make,,,.... According to the supposition, that commodity could be pur-
chased from foreign countries cheaper than it can be made at home. It could,
therefore, have been purchased with a part only of the commodities, or, what
is the same thing, with a part only of the price of the commodities, which
the industry employed by an equal capital, would have produced at home,
had it been left to follow its natural course. (Adam Smith “An Inquiry into
the Nature and Causes of the Wealth of Nations,” Clarendon Press, Oxford,
1976, Vol. 1, pp. 456~457)
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D. Ricardo, The Works., p. 135
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