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As | have said elsewhere after Ricardo (the thinkes has done most towards clearing up
this subject) “it is not a difference in thbsolutecost of production, which determines the
interchange, but a difference in tb@mparativecost... because the commodity which he
receives in exchange, though it has cost us lessidvhave cost him moré.”
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2 Robert TorrensThe Economists Refuteti808.

3 David RicardoPrinciples of Political Economy and Taxatid#rd edition, 1821, Ch. VII.

4 John Stuart MillPrinciples of Political Economy7th edition, 1871, Bk. lIl, Ch. XVII; Universitgf
Toronto Press, 1965, p. 589.
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It is the maxim of every prudent master of a famigver to attempt to make at home what it
will cost him more to make than to buy. The taydoes not attempt to make his own shoes,
but buys them of the shoemaker. The shoemakerrdegtempt to make his own clothes,
but employs a taylor. The farmer attempts to madithar the one nor the other, but employs
those different artificers. All of them find it foheir interest to employ their whole industry in
a way in which they have some advantage over tigghbours, and to purchase with a part
of its produce, or what is the same thing, withphiee of a part of it, whatever else they have
occasion for. What is prudence in the conduct efgyrivate family can scarce be folly in
that of a great kingdom. If a foreign country cap@y us with a commaodity cheaper than we
ourselves can make it, better buy it of them withne part of the produce of our own industry
employed in a way in which we have some advantage.
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5 Adam SmithAn Inquiry into the Nature and Causes of the WealtNations 5th edition, 1789, Bk.
IV, Ch. II; Modern Library, 1994, pp. 485-486.
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6 “Regarding the debate that continues today omebgective roles of “nature” and “nurture,” Smith
was an uncompromising—and even a dogmatic—"nutttiridmartya SenDevelopment as Freedom
Oxford University Press, 1999, p. 294.
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An extended market for its produce—an abundantwopson for its goods—a vent for its
surplus... to designate the uses and recommendatiaxmsnmerce with foreign countries...
It is in truth a surviving relic of the Mercantildheory... Adam Smith’s theory of the benefit
of foreign trade, was that it afforded an outlettfte surplus produce of a country, and
enabled a portion of the capital of the countryeqolace itself with a profit... Either of these
suppositions would be entirely erroneous... the lalama capital which had been employed
in producing with a view to exportation, would fiethployment in producing those desirable
objects which were previously brought from abroad:. in producing substitutes for them...
The only losers... would be the consumers of thetbfme imported articles... that the
capital now employed in foreign trade could notifamployment in supplying the home
market... is the fallacy of general over-productiof...

7 w3k 4 https://web.ntpu.edu.tw/~guan/courses/SmithOnAdaepdf

8 Hendrik Willem van LoonThe Story of Mankindipdated edition, Liveright, 1999, p. 440.
9 Friedrich List,The National System of Political Econgrit41, Ch. IV.

10 Mill (1965), pp. 591-593.
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12 paul R. Krugman, “Scale Economies, Product Difidegion, and the Pattern of Tradéinerican
Economic Reviewl 980, 950-959.

13 Marc J. Melitz, “The Impact of Trade on Intra-Irstity Reallocations and Aggregate Industry
Productivity,” Econometrica2003, 1695-1725.

1 Ronald H. Coase, “Durability and Monopolygdurnal of Law and Economic$972, 143-149.
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What Mill overlooked was the entire absence, urdsumptions of predominant foreign
trade, of comparable alternatives in purely domgstbduction; for by the very fact of
specialisation for foreign trade... such concentratiblabour and capital on little land would
not be possible. What is more significant, perhapdailed to see the relation of international
trade to national economic development, spreadtiower For him the problem was one of
cross-section value analysis upon particular asanmgpabout mobility of factors.

% John H. Williams, “The Theory of International @ReconsideredEconomic Journal1929,
195-209.

16 Bertil Ohlin, Interregional and International Tragédarvard University Press, 1933.

17 suddenly realized the remarkable extent to Wwhite methodology of economics creates blind
spots. We just don't see what we can’t model.” dadarsh Knowledge and the Wealth of Natipns
Norton, 2006, p. 186.

8 Hla Myint, “The “Classical Theory” of Internatioh@rade and the Underdeveloped Countries,”
Economic Journal1958, 317-337.

9 Williams (1929), pp. 204-205.
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Between whatever places foreign trade is carriedhay all of them derive two distinct
benefits from it. It carries out that surplus pafrthe produce of their land and labour for
which there is no demand among them, and brings ibaeturn for it something else for
which there is a demand... By means of it, the namess of the home market does not
hinder the division of labour... By opening a mor¢éeasive market for whatever part of the
produce of their l[abour... it encourages them to owprits productive powers... A new set of

20 Nassim Nicholas Talelgkin in the GameRandom House, 2018, pp. 222-225.
21 paul M. Romer, “New Goods, Old Theory, and thefdvel Costs of Trade Restrictiongdurnal of
Development Economic$994, 5-38.
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The new market... would create, if one may say swva produce for its own supply; and

that new produce would constitute a new capitat&rying on the new employment... Itis
rather for the manufactured than for the rude pcedf Europe, that the colony trade opens a
new market... It is chiefly by encouraging the matiiees of Europe, that the colony trade
indirectly encourages its agricultuie.
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22 Smith (1994), pp. 475-476.
2 |bid., p. 657-659.
24 Alexander HamiltonReport on the Subject of ManufactyrBgcember 5, 1791.
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Those trades only require bounties in which thecimant is obliged to sell his goods for a
price which does not replace to him his capitajetber with the ordinary profit; or... less
than it really costs him to send them to markete Hhunty is given in order to make up this
loss, and to encourage him to continue, or pertapsgin, a trade 28
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25 Smith (1994), pp. 888-890.

% |bid., p. 540.

27 Scott L. Montgomery and Daniel Chirdthe Shape of the New: Four Big Ideas and How They
Made the Modern Wor|dPrinceton University Press, 2015, pp. 241-243.

28 “For if orthodox economics is at fault, the eri®to be found not in the superstructure, which has
been erected with great care for logical consistelmat in a lack of clearness and of generalitthim
premisses.” John Maynard Keyn@sie General Theory of Employment, Interest, andeyion
Macmillan, 1936, p. v.

2% “Economic theory has suffered in the past fromikufe to state clearly its assumptions.” Ronald H.
Coase, “The Nature of the FirmEtonomica 1937, p. 386.
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30 Staffan Burenstam Lindefn Essay on Trade and Transformatidohn Wiley & Sons, 1961.
31 paul R. Krugman, “The Increasing Returns RevolutioTrade and GeographyXmerican
Economic Review2009, 561-571.

32 Warsh (2006), p. 183.
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