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PREFACE

TH1s book is intended for the student commencing the study
of that side of economics with which it deals, and for the
general reader who is sufficiently interested in the problems
of international trade and tariffs to seek to understand the
main principles involved. It is an introduction which, it is
hoped, will enable readers to turn with profit to more advanced
and more technical works.

My purpose in writing it was to bring together, and to treat
in an elementary fashion, two sides of the study of trade ques-
tions which are often separated, I believe, to their mutual detri-
ment. To discuss tariff problems without having a grounding
in the theory of international trade is a mere waste of time;
but, on the other hand, a grasp of the pure theory of integ:
national trade will not enable us to express any but the most
general judgment on a particular tariff issue. In a sense, the
whole of the case against protection, the whole argument as
to the effects of duties, is contained in the first proposition
as to the advantage to both parties concerned of exchange
arising out of differences in costs of production. But complex
appearances hide the simple realities with which the pure
theory deals, and therefore it is necessary to expand and
elaborate the substance of the first few pages of this book.
The questions discussed in Part II are of a different character,
but I have tried to deal with them generally, merely illus-
trating from actual cases. If, in the future, Great Britain
is going to follow a definitely protectionist policy, it is desir-
able, I think, that what is being done shall be fully appreciated
by as many people as possible. To desiderate a ‘scientific

"tariff"—if that can ever be translated into reality—is not
! to admit that a tariff is desirable in itself; it is merely to see
 that, if we are to have a tariff, it shall be so devised as to
,obtain its objective with the least possible incidental harm.
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viii PREFACE

The scheme of this book was thought out some time before
the events of last autumn brought these questions into the
foreground of public attention. It would, however, have been
pedantic to ignore those developments altogether, as of merely
momentary concern, and, in consequence, more emphasis is
laid on some sides of the problem than was originally intended.
But in so far as what has been said about the terms of inter-
national trade, and the technique of tariffs, is sound, it is
not affected by any change in a country’s position or policy,
though its practical application may be. Anything written
about the gold standard system may shortly be out of date—
but a new international regime has yet to be established.

It is impossible to write an introductory book of this kind
without owing more than any specific acknowledgment can
express to the leading works in the field. Professor T. E.
Gregory’s Tariffs: A Study in Method is the foundation of
all English studies in the subject, and his three smaller books

. on the gold standard are equally valuable. Professor F. W.
Taussig’s International Trade is a comprehensive and funda-
mental treatment of that side; while Fisk and Peirce, Fnier-
national Commercial Policies, gives a wide survey of technical
questions. Without these in particular, it is doubtful whether
this book could have been written.

R.A H.
1932
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INTRODUCTION

IT is now fairly generally accepted that economics is 2 method
of study, rather than a body of doctrine ; and that this method
is a specialization in application to economic problems of the
mental instruments common to all branches of science. To
give a complete and exact description of the method used
in the study of economics needs a treatise in itself,? and is
a task outside the scope of this book; but it is necessary to
give the reader who has not encountered it before a prelim-
inary explanation, The method of reasoning to be employed
has two sides: the inductive, which broadly means the exam-
ination of data with a view to framing a theory that shall
account for what we observe, and the deductive, which,
broadly, means the working-out of the logical consequences
of certain assumptions, subject to whatever conditions we
may have to consider in the course of our argument. The
inductive method is generally experimental or statistical or
historical in process, and has achieved its most signal
triumphs, therefore, in the natural sciences; but it cannot
be used exclusively in any study. The deductive method is
more frequently used in economics simply because it is more
appropriate; there are relatively few subjects in which the
economist has a sufficient body of proved facts to justify
induction. Even where there is an apparent wealth of data,
in statistical form as in a country’s trade returns, for example,
it is usuvally the case that these have to be used with con-
siderable caution, ®* and cannot be regarded as in themselves

1 Buch g treatise for the general reader is provided by J. M. Keynes'
Scope and Msthpd of Political Economy, still of considerable value,

1" The critical facnlty should be very alert when statistics are in
question; the published heading may be pedantically and officially
correct, but it will not contain such a statement as ‘every word is used
in a technical sense and has a special meaning only known to the
officials who made the compilation, the part that is not recorded is
more important than that which is, where the facts are not known,
an estimate has been made by a method which cannot for depart-
mental reasons be divuiged, and the method of computation has been

x1



xii INTRODUCTION

sufficient basis for a final and comprehensive statement. The
result is that the normal approach to the subjects discussed
under the heading of International Trade is the well-tried
one by which a simple case (not supposed to be a description
of any actual circamstances) is stated, and the logical outcome
of a hypothetical development argued: as, for instance, where
two countries trade with one another on given terms, what
would be the effect on these terms of an alteration in the
costs of production of one country? One condition after
another, requiring a qualification of one step in the argument
or another, is then introduced, until cur simple imaginary
case has become as like the complex reality in which we are
interested as we can make it, and our conclusion, therefore,
if our arguments have been sound, as near the truth about
the real case as possible.

The method has, at least, one practical disadvantage—that
the layman is sometimes wearied by the logical processes it
involves, and distrustful of the results that are attained
through consideration of hypothetical and perhaps unlikely
cases. But it must be insisted that, under present conditions,
at least, it is the only method that is likely to give us any
results of general value in the study of the fundamentat prob-
lems of international exchange. We have not yet got the
statistical material that would be required by the inductive
method attempting the same task.! And, further, the work-
ing out of purely hypothetical cases may provide us with
suggestions of practical usefulness as to the situation likely
to arise and the policy to adopt if certain circumstances
should occur. Extreme cases of a fall in the value of money,
for instance, might well have been considered before the War
as the mere logical exercises of pure economics, remote from
the world of reality; yet had they been exhaustively worked
out, the post-war inflation might not have gone to the lengths

modified since the last issue of the numbers,’ yet part or all of this
is sometimes implied.''—Bowley, Official Statistics (Humphrey Milford),
.11,
1 See, in this connection, Part II, Verification, of Professor F. W.
Taussig's Internaiional Trads (Macmillan).
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it did in countries where its consequences were not fully
realized until a great deal of avoidable social damage had
been done. The somewhat formal discipline of the orthodox
argument must, therefore, be faced by the student if a clear

conception of the elements of international trade is to be
obtained.
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BIBLIOGRAPHY

(A signifies Advanced.)

THE following suggestions for further reading are limited to
books, most of which can be found in any good library. There
is a vast amount of polemical literature on Free Trade and
Protection, the bulk of which is of small interest and value.
Important articles are to be found in the files of such period-
icals as The Economist (weekly) and Economica (quarterly).
Particulars of British and other tariff developments are re-
ported week by week in The Board of Trade Journal, and
accounts of the trade and tariff position of foreign countries
are given in the Reports issued by the Department of Qver-
seas Trade, at about yearly intervals, separately for each
country. The Dominions also issue official year books, which
contain statistical and other information as to trade, and
(usnally) a review of recent tariff history. The statistics of
the overseas trade of Great Britain are available in the
Monthly Statements of Trade and Navigation, and, in a sum-
marized form, and for periods of fifteen years, in the Statistical
Abstract. (See Note at end.)

t. THe THEORY OF INTERNATIONAL TRADE,
The classics—
Adam Smith, The Wealth of Nations, Book IV.
David Ricardo, Principles of Political Economy, Chapter VI
John Stuart Mill, Principles of Political Economy, Book V.
The development of the orthodox theory of international ex-
change may be traced through these books.
Modern general treatises— '
Cannan, Wealth, Chapter XIV,
¥ Marshall, Monsy, Credit, and Commerce.
The latter carries the analysis of some problems in the pure
theory of intermational trade much further than do the other
works mentioned, '
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Special studies—

Bastable (ed. Gregory), The Commerce of Nations.
¥ Taussig, International Trade.

Taussig’s work is in the straight line of descent from Ricardo
and Mill so far as the pure theory goes, but he takes the argument
further at some points. Part II, Verification, is an attempt to
test out the propositions of Part I with reference to certain im-
portant eveats, such as the effect of the payment by France
after 1870 of her indemmity to Germany. Part III deals with
international trade under inconvertible paper currency conditions.
2. MONETARY QUESTIONS.

(1) The Mechanism of Iniernational Scitlements: Foreign Ex-
changes.

* Withers, The Meaning of Money,

A general introductory textbook, with a good chapter on Bills
of Exchange.

Spalding, The Finance of Foreign Trade; Foreign Exchange

and Foreign Bills,

Technical studies, dealing with their subjects from the banker’s
point of view, but containing much interesting material.

Woalters, Foreign Exchange and Foreign Debls. -

A general textbook of more theoretical treatment than Mr.
Spalding’s.

» Gregory, Foreign Exchange, Befove, During, and after ihe

War. A.

This deals only with the immediate post-war years; it is not
easy reading, but constitutes a wvaluable training in the logic
of the subject.

(2) The Gold Standard System.

Gregory, The Return o Gold (1925); The First Year of the
Gold Standard (1927) A.; The Gold Standard and its Future (1932).
The second is chiefly a detailed study of the problems arising

out of the stabilization of currencies by various nations, inclnding
Great Britain. The Return o0 Gold is an introduction to the nature
and working of the gold standard system.

(3) The Balance of Trade.

This subject is treated in most of the general textbooks, A
discussion of the British trade position since the War is to be
found in Loveday, Britain and World Trade.

A specialist study is—

¥ Boggs, The Iniermational Trade Balance in Theory ond

Practice. A,

3. ProTECTION AND FREE TRADE.

Nathan, Free Trade To-day.
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A restatement of the Liberal point of view, with a good deal

of information about safeguarding (to 1928).
Brooks, This Tariff Question.

An able presentation of the modern case for Protection.

v Beveridge and others, Tariffs: the Case Examined.

All the aspects of the contemporary English Protectionist
arguments and proposals examined one by one, by a committes
of economists under the chairmanship of the Director of the
London School of Economics.

Historical studies—

Asbley, Modern Tariff History, A.
A study of the tariff histories of some leading countries.
Fuchs (trans. Archibald), The Trads Policy of Great Brilain
and Her Colonies Since 1860. (1905.)
Young, Greal Britain's Recent Tyend Towards Protection.
A readable survey from the American standpoint.
4. TARIFFS,

General textbooks— v

¥ Gregory, Tariffs: a Study in Method. A.

A very elaborate treatment of the technical problems of tariffs.
A standard work, indispensable to the serious student. It deals
with developments up to 192I.

Fisk and Peirce, International Commercial Policies.

Somewhat similar to Tariffs, but covering a wider field in much
less detail. Written from the American viewpoint, so the United
States bulks large.

Special studies—

Higginson, Tariffs at Work.
A little book on Customs practice, based on pre-war experience.
Taussig, Some Aspects of the Tariff Question.

Essays on the history of various American industries under
the tariff.

~ Viner, Dumping, a Problem in International Trade. A.

A standard work, containing a thorough examination of the
whole subject up to 1923.

Greig, The Open-Door and the Mandates System.

¥ The “Balfour” Committee on Industry and Trade, .

First Reporton ** A Survey of Overseas Markets.” Contains ab
attempt to measure the level of duties against British exports.
(The last essay in Loveday's Britain and World Trade is a tech-
nical discussion of the making of Tariff Level Indices.)

Final Report, Section VIII, on British Customs Policy in Rela-
tion to Competitive Power. A useful discussion on tariff policy,
reviewing the McKenna and Safeguarding Duties.
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¥ Documentation for the Internationa! Economic Conference,

1927. A.

Short treatises on various subjects, mostly prepared by experts,
ziving mach valuable information.

Viner, Memorandum on Dumping.

Trendelenberg, Memorandum on the Legislation of Different
States for the Prevention of Dumping, with Special Reference
to Exchange Dumping; Cusioms Nomenclalure and Customs
Classification.

Page, Memorandum on European Bavgaining Tariffs; Memor-
andum on Discriminatory Tariff Classifications.

Serruys, Commercial Treaties: Tariff Systems and Contractual
Meihods.

Brunet, Stability of Customs Tariffs.

Gliwic, Export Duties,

Report of the Trade Barriers Committee of the ‘Inter-
national Chamber of Commerce.

Note. A good elementary handbook to British trade statistics
is Bowley, Official Statistics: Whas they Contain and How lo Usa
Them.
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TRAINING FOR TRAVELLING SALESMEN. By FRrANK W. SHRUBSALL,
In crown 8vo, cloth gilt, 90 pp. 2a. 6d. net.
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O.B.E., M.A., M.Se¢., LL.D., Barrister-ai-Law, and R. H, Cope HoOLLAND,
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demy 8vo, cloth gilt, 162 pp. 78. 6d. net.

'HE FUTURE OF EMPIRE TRADE. By J. E. Rav. With a Foreword by
The Rt. Hon. L. S, AMErY. In crown 8vo, paper, 128 pp. 23, net.



26 PITMAN’S BUSINESS HANDBOOKS

FOREIGN LANGUAGE DICTIONARIES

ill(fI'IONARY OF COMMERCIAL CORRESPONDENCE IN SEVEN LAN-
GUAGES: ENGLISH, FRENCH, GERMAN, SPANISH, ITALIAN, PORT U-
foEBS‘F: AND RUSSIAN, Third Edition. In demy 8vo, cloth, 718 pp.

Ba « net.

ENGLISH-FRENCH AND FRENCH-ENGLISH DICTIONARY OF BUSINESS
EVORDS AND TERMS. Size 2in. by § in., cloth, rounded corners, 540 pp.
8, net,

FRENCH-ENGLISH AND ENGLISH-FRENCH COMMERCIAL DICTIONARY
of the Words and Terms used in Commoreial Correspondence, By F. W,
SMITH. Second Edition. In crown 8vo, cloth, 576 pp. 78, 6d, net.

'GERMAN-ENGLISH AND ENGLISH-GERMAN COMMERCIAL DICTIONARY.
?g J. BrrueLL, MA. Second Edition. In crown 8vo, cloth gilt. 992 pp.
8. net.

A NEW GERMAN-ENGLISH DICTIONARY FOR GENERAL USE. By
F.C. HEBeRT and L. HirscH. In crown 8vo, cloth gilt, 1769 pp. 1568 net.

ENGLISH-GERMAN AND GERMAN-ENGLISH DICTIONARY OF BUSINESS
EVORDS AND TERMS. Size 2 in. by 8 in., rounded corners, 440 pp., cloth.
8 net.

SPANISH-ENGLISH AND ENGLISH-SPANISH COMMERCIAL DICTIONARY.
of the Words and Terms used in Commercial Correspondence, By G. R.
MacpoNALD. Third Edition, Incrown 8vo, cloth gilt. 833 pp. 12s. 6d. net.

ITALIAN-ENGLISH AND.ENGLISH-ITALIAN COMMERCIAL DICTIONARY.
By G. R. MacpoNALD. In crown 8vo, cloth gilt, 1180 pp. 808, net. .

BARETTI’'S ITALIAN AND ENGLISH DICTIONARY. Compiled by Gue-
L1eLMO COMELATI and J. DavenrorT. In two volumes, cloth gilt, Vol. I,
796 pp.; Vol. II, 752 pp. 245, net. (Reprinted.)

PORTUGUESE-ENGLISH AND ENGLISH-PORTUGUESE COMMERCIAL
i)GIL‘I‘IONAB.Y. By F. W. Sumrtu. In crown 8vo, cloth gilt, 486 pp.
8. net.

A NEW DICTIONARY OF THE PORTUGUESE AND ENGLISH LANGUAGES.
Based on a manuscript of Julius Cornet. By H. MickaeLis. In two
volumes, demy B8vo, cloth gilt. Vol. I, Portuguese-English, 736 pp.!
Vol. I, English-Portuguese, 742 pp. Each 218, net. Abridged Edition,
783 pp. 268. net.

TECHNICAL DICTIONARY OF ENGINEERING AND INDUS'_PI‘!IAL SCIENCE
IN SEVEN LANGUAGES—ENGLISH, FRENCH, SPANISH, ITALIAN,
PORTUGUESE, RUSSIAN, AND GERMAN. Compiled by EaNEST
SLATER, M.1.LE.E., M.I.Mech.E,, in collaboration with leading Authorities,
compiete with index to each language. In five voiumes, Each in ¢rown
4to, buckram gilt, £8 83, net complete.
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PITMAN’S

“ART AND LIFE”
SERIES

GENERA!.. EDITOR:

WRIGHT WATTS MILLER, B.A.

Lonpon (First Crass Hons.), M.Ep., MANCHESTER

Late Campbeil Clarke Scholar, University College, London,
Lecturer of the Borough Road College, and o L.C.C. Literary
Institutes and the Workers’ Educalional Associalion

A new series of popular intreductions to literature, the arts, and
other subjects of general interest. The volumes are specially
intended for evening students voluntarily attending the cultural,
non-vocational classes held by the L.C.C. Literary Institutes, the
Workers’ Education Association, and the University Extension
Boards, and for all general readers interested in self-culture.

NOW READY

ECONOMICS: THE STUDY OF WEALTH
By A. L. GorpoN Mackay, M.Litt.,, M.A., M.Econ. 5s. net.

BOOKS: AN INTRODUCTION TO READING
By WriGHT WaTts MILLER, B.A., M.Ed., Manchester.

ART: AN INTRODUCTION TO APPRECIATION
By RavmonD CoxoN, A.R.C.A., Lecturer at the Chelsea School of

Art,

THE FILMS: THE WAY OF THE CINEMA
By ANDREW BUCHANAN.

READY SHORTLY
ARCHITECTURE: A NEW WORLD
By RaymonDp McGratH, B.Arch., ARLB.A., Decoration Con-
sultant to the B.B.C.
THE PLAYHOUSE: A BOOK OF THE THEATRE
By D. NuGeNT MoNck, Direclor of the Norwich Players, Madder-’
market Theatre, Norwich.

Each in large crown 8vo, cloth, about zoo pp. 5s. net.

SIr Isaac PitMan & Sons, LTD., PARKER ST., KINGSWAY, W.C_.z
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COMMON COMMODITIES:
AND INDUSTRIES SERIES

-In each of the handbooks in this series a particular product or industry is
treated by an expert writér and practical man of business. Beginning with
the life history of the plant, or other natural product, he follows its develop-
ment untii it becomes a commercial commodity, and so on through the various
phases of its sale in the market and. its purchase by the ¢onsumer. Industries
are treated in a similar manner.

Each book in crown 8vo, illustrated. 83. net.

Asbestos Cotton Spinning Perlamery
Bookbinding Cralt and Drugs in Commeree Phetograph
Industry, The Dyes Platinum HMetals
Books from the MS. to  Engraving Pottery
the Bookseller Exploaives, Modern Rice
Boot and Shee Indesiry Fertilizers Rubber
Bread Making Fishing Indusiry, The Sait
Brush Making Furnitare Silk
Butter and Cheese Furs Soap
Button Indusiry, The Gas and Gas Making  Sponges
Carpets Glass Stareh
Clays Glovesand the Glove  Stones and Quarries
€Clocks and Watches Trade - Sugar
Cloths and the Cloth Geold Sulphnr
Trade Gums and Resins Toa
Clothing Trades Industry Iron and Steel Telegraphy, Telephony,
Coal Irontounding and Wireless
Coal Tar Jute Textile Bleaching
Coftee Knitted Fabries Timber
Cold Storage and Iee Lead Tin and the Tin Industry
Making Leather Tobaceo
Conerete and Relnforeed Linen ‘Weaving
Conerete Loeks and Lockmaking Wheat
Copper Mateh Indostry Wine and the Wine
Cordage and Cordage Moat Trade
Hemp and Fibres Oily Wool
Corn Trade, The British Paints and Varnishes  Worsted
Cotton Paper Zine

PITMAN’S SHORTHAND

INVALUABLE FOR ALL BUSINESS AND PROFESSIONAL MEN

The following Caitalogues will be sent, post free, om application—
EDpucaTioNAL, TECHNICAL, SHORTHAND, FOREIGN LANGUAGE, AND ART

LonDpon: SIk IsaAc PiTMAN & Sons, LTD., PArker ST., KINGsSwaY, W.C.2
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