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PREFACE TO THE ENGLISH EDITION 

I am very conscious afthe various shortcomings of this book 
as publiehed in German two years ago. N evertheleee I have agreed 
to the publication of an English translation without substantial 
changes from the German original, because I hop,e that, even 
in ~ present form, it will be of aome use. 

Apart from improvements in detail and statistical reeearehes . / ' . 
with a vie.w to verifying and apply4>g to COll<)rete cases the general, 
theoretical statemente, it seems to me that the theory of inter
national trade, as outlined in the following pages, requiTes further 
development, in two main directions. The theory of imperfect 
c;""petition and the theory of short-run oscillation (busineee cy.cle 

,theory) must be applied to the problems of international trade. 
It will soon be possible to do this in a systematic _y, since mnch 
progress has been made in both :field. in recent years. 

With regard to the first of these questions, there is the liter .... 
ture which centres around the two outstanding books, MonopolutM; 

Ocnnpetition by 'Professor E. Cham berlin and Imperfect Oom
petition by Mrs. Joan Robinson. In the seoond field where further 
development i. required, it is not so easy to rider to a body of 
accepted theory. But it seems to me that a certain measure of 
agreement as to the nature of the cumulative processes of general 
economic expansion and contraction is gradually beginning to 
emerge. ,By starting or reversing, aec&lerating or retarding these 
cumulative processes, changes in the international economic reI .... 
tions of a country may give an unexpected and perplexing turn 
to evente, not predictable on the basis of a more rigidly static 
analysis. There is certainly" wide :field of international economic 
problems which promises a rich crop if tilled with the aid of 
imperfect competition and busine... cycle theory. The theory b.f 
cammercial policy, in particuler, will profit therefrom.' 

Being occupied by work on adilierent subject, 1 have, unfor-
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tlUl.&tely. had no time to revise the book thoroughly along the 
linea indicated above. I hope, however, to be able to do this 
on a later occasion. 

During the last two years great progress ha.a been made in 
the technique of Protection. Not only have tarifts been piled on 
tarilfa and quotas on quotas; not only have ·the old methods been 
uaed much more boldly and unheeitatingly than before; but new 
devices have been invented: clearing and eompenaation agr ...... 
ments, export and import monopoli..... discriminating exehenr, 
ratea, methods of controlling .tourist traffic and expenditure, atand
still agreements and ao on, with an infinite number of variations 
in detail. Many interventionist measures, which seemed two years 
ago either technically impoasible or 80 manifestly undesirable as 
to be quite out of the question, are to-day adopted without reluct
ance. I have tried elsewhere" to go a little more deeply into 
the details of the new commercial policy. in the present book. 
I have confined the diacuesion for the meet part to fundamentals. 
After all, the general principles and the technique of analysis 
ha~ remained unaltered and are just as applicable to. the new as 
~ the old methods. If one has a firm grasp of these principlee. 
it j~ comparatively easy to apply them to the new techniquee of 
PJOlaetion. 

Chapters I-VIII have been translated by Mr. Alfred Stonier 
(with aasistance from Mr. Hugh Gaitskell), and Chepteril IX-XXI 
by Mr. Frederic Benham. in translating they both have,'I think, 
improved the original version and eliminated a number of 
inaccuracies. I am also indebted to Mr. ~na.r Nurkee, who ha.a 
read the greater part of the manuecript and proP"!'ed many improve
ments. I have taken this opportunity of. revising the ... hole 
manuscript and making a number of small'~ in the ian. 
The section on exchange control has been largely ~writtsn. 

Gon-FlIIED V. HAlIIIRLE!I.. 

• T-ib.ral. VM plmawm.cAaftli.lu R .... dm,.,u'iJ:, Berlin, 1934. 



PREFACE TO THE GERMAN EDITION, 

(Abridged) 

This book aims at a complete and systematic treatment of the 
main problems arising from international economic transactions. 
It attempts, especially, to give a thorough theoretical analysis 
ofthes~ problems. . . . I have not followed the tradition\l.!'· 
practice of beginning with the < pure' theory ,treating' this as 
the dominating topic and the question of the monetary mechanism 
as subsidiary. On the contrary, I begin at once, in section B 
of Part I, with th~ exposition of the monetary problems: that is, 
of the, mechanism which determines the exchange-value of a 
currency, eqnalises the balance of payments, and makes possible 
the transfer of unilateral payments. This is followed, in section 
C, by the 'pure theory.' Here I have endeavoured to c"mbine 
all the valid and relevant doctrines into a systematie' whole. For 
these doctrines are mostly not mutually exclusive, but, on the 
contrary, supplement one another, either covering dilferent parte oi 
the field, working on, dilferent levels of abstraction, or employing 
,different methods of analysis. ,. 

I have also endeavoured to avoid the too common practice 'of 
placing the theory of international trade and the discussion of 
trade policy in quite separate compartments without any connection 
b\t~een the two. Instead, I have tried to apply the theoretical 
analysis to every question arising from trade policy. Indeed, any 
discussion of trade policy_which, attempts more than a mere account 
of the legal and administrative devices in force, or than a state
ment of the criteria by which. the various policies should be 
evaluated must inevitably consist in the application of economic 
the~ry. 

In the various places where facts ha,ve been cited, they have 
been introduced not for their own sake but in order to illustrate 
the argument. The only exception to this is section C of Part II, 
which attempts a systematic account of the MOUS measures which 
have served as instruments of trade policy. 
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80me readers will d~ubtlBS8 be surprilled that the poliey of 
Free Trade,. which is in glaring contrast to the poliey actually 
adopted by nearly every country in the world, should be advocated 
in this book. The universality of Protection inspires 811 il18tinctive 
distrust of a theory whose conclusiol18 are nowhere accepted in 
practiCE!. Can a policy which is rejected with such unanimity t.. 
correct? 

But this is not an argument. It would be absurd to expect 
economic science to reverse the verdict of its 8I1alysis, based upon 
accepted judgments of value, just· because in practice it is con
sistently ignored. . Nobody would dream of asking medical scien08 
to change its findings just because everybody followed some custom 
which it had pronounced injurioUa to health. 

Nevertheless it cannot be denied that the principles stated in 
this book as ' economically correct '1 have hardly ever been com
pletely applied. The disagreeable task of having to declare 
current practice misguided, thereby provoking the accusation of 
unfruitful doctrinairism, is one which the present volume shares 
with most scientific writings on international trade. Economiete 
are J?early as unanimous in favour of a liberal trade poliey as 
are Governments in favour of the. contrary. It is true that very 
few writers attempt the hopelesa task of proving" priori that no 
case i. conceivable in which the 'general welfere' would be 
promoted by 80me kind of intervention. Most economists, including 
the present writer, concede that cases are both conceivable and 
liable to occur in practice in which tarilfa or other restrictiOI18 on 
international trade would be advantageous. At the same time, 
there is fairly general agreement among them that such cases 
are on the whole unimportant, 80 that a poliey of complete Free 
Trade would diverge ouly slightly from the optimum. The vast 

. majority of economiets ere convinced that the actual trade policies 
of nearly all countries are founded upon the crudest errors and 
have no shadow of justification. Upon this point there is surprising 
agreement of expert opinion not only among liberals but also 
among socialists. 

1 The' meaning of _ phrue is diaeuaaad iD oIIap. xiii and DV. 
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The fact that nearly all economists unite in condemning Pro
tection explains. why some of them devote 80 much ingenuity to 
conatructing hypothetical cases in which a tariff might ·be bene
ficial and why economic works give so mnch space to such cases. 
Exceptioll:" are alway. more interesting, to the scientific mind, 
than mere illustrations of the general rule. . . . But experience 
haa underlined the truth and wisdom of Edgeworth'. judgment: 
" A. I.read it, protection might procure economic advantage in 
certain cases, if there was a Government wise enough to discriminate 
those cases, and strong enough to confine itself 'to them; but this 
condition is very unlikely to be fulfilled." 

. . . I am very grateful to Dr: Erich Schiff, of Vienna, fOJ 

his help with the 8~tistiC&1 work. G. H. 
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