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CHAPTER 8

THE CLASSICAL VIEW OF TRADE

THE ECONOMY IS LIKE
A WELL-OILED MACHINE, .

...AND TRADE GIVES IT
A TURBO BOOST!




THE WAY THAT CLASSICAL ECONOMISTS LIKE ADAM SMITH LOOK AT
INTERNATIONAL TRADE IS SIMPLE AND POWERFUL, .

"IF A FOREIGN COUNTRY CAN SUPPLY US
WITH A COMMODITY CHEAPER THAN WE
OURSELVES CAN MAKEIT. ..

...BETTER BUY IT [FROM] THEM
WITH SOME PART OF THE PRODUCE OF
OUR OWN INDUSTRY, EMPLOYED IN A
WAY IN WHICH WE HAVE
SOME ADVANTAGE.”

...AND COMES DIRECTLY FROM THE VIEW THAT THE MACROECONOMY
IS LIKE A WELL-ORGANIZED FAMILY,

"IT IS THE MAXIM OF

EVERY PRUDENT MASTER ... NEVER TO ATTEMPT TO
OF A FAMILY. .. a MAKE AT HOME WHAT IT WILL
[

COST HIM MORE TO
MAKE THAN TO BUuy.”

ALTHOUGH TRADE CREATES LOSERS AS WELL AS WINNERS,
CLASSICAL ECONOMISTS FOCUS ON THE GAINS TO SOCIETY AS A WHOLE,

TRADE IS PRETTY
AWESOME, .. ...JUST LIKE
TECHNOLOGICAL
PROGRESS!



CLASSICAL ECONOMISTS ALSO EMPHASIZE THAT TRADE BETWEEN
TWO COUNTRIES CAN BENEFIT BOTH COUNTRIES,

JUST LIKE TRADE
BETWEEN TWO
PEOPLE, .

... CAN BENEFIT
BOTH PEOPLE!

IN 1817 DAVID RICARDO’S THEORY OF COMPARATIVE ADVANTAGE SHOWED THAT
THESE MUTUAL BENEFITS ARE POSSIBLE WHEN COUNTRIES ARE DIFFERENT., .,

PORT“LG;:: E‘AFS : ENGLAND HAS A LET'S TRADE BOTTLES OF WINE
G,?OD CLi TA 2’5 GOOD CLIMATE FOR FOR BAGS OF FLOUR! -
Sl iiet Ll Lz GROWING WHEAT. :

- ‘r-{&\ .
‘e
4

... BUT MODERN ECONOMISTS BELIEVE THAT MUTUAL BENEFITS
ARE POSSIBLE EVEN WHEN COUNTRIES ARE SIMILAR,

SWEDES MAKE GERMANS MAKE
VOLVOs, r\m“ BMWws,
)4 ?“ WE CAN BOTH

GAIN FROM
. TRADE!

PAUL KRUGMAN WON THE 2008 NOBEL PRIZE
FOR HIS WORK IN THIS AREA,

AND IF WE EVER START
TRADING WITH OTHER PLANETS, CONGRATULATIONS,
I CAN EXPLAIN THAT TOO! YOU WIN THE
' NOBEL PRIZE!

101




THE BENEFITS OF TRADE ARE MOST OBVIOUS WHEN YOU THINK
ABOUT FAMILIES TRADING WITH OTHER FAMILIES. .,

214

| %‘:‘

WITHOUT You,
MRS, TAYLOR,
MY LIFE WOULD BE
THREADBARE!

OH, BLESS YOUR SOUL,
MR, SHOEMAKER,

... BUT YOU CAN ALSO EASILY SEE THE BENEFITS
OF TRADING WITH OTHER COUNTRIES., ..

LOOK, HERE COMES
MONSIEUR CHAPEAU!

WITHOUT THE FRENCH,
I DON'T KNOW HOW
WE'D GET AHEAD,
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...OR EVEN
WITH ALIENS,

TAKE ME TO YOUR
LEADING ECONOMIST.
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YOU MIGHT NOT THINK THAT ADAM SMITH
WOULD HAVE MUCH TO SAY ABOUT ALIENS, .,

LIFE ON OTHER .-~
PLANETS?

I'M STILL GETTING USED
TO THE IDEA OF LIFE IN
SOUTH AMERICA,

...BUT IN FACT CLASSICAL ECONOMICS TEACHES US
AN IMPORTANT LESSON ABOUT INTERSTELLAR TRADE:

IF WE ENCOUNTER BEINGS FROM ...AND IF BOTH SIDES ENGAGE
ANOTHER PLANET., ., PEACEFULLY IN FREE TRADE, ..
OR IF THEY WANT THIS
CANDY BAR? THEN YOU HAVE TO
A e TRADE ME FORIT, .,

: ...AND NO
' BULLYING!

... THEN THIS ALIEN ENCOUNTER WOULD BE
PRETTY AWESOME FOR BOTH SIDES,

I'M BETTER OFF,
AND SO IS MY NEW

FRIEND ZANTROK! ZEEKROX FLOUDZ,
HOOGHA HOO

GHOW ZGR STEVE!
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WE EARTHLINGS WOULD BENEFIT REGARDLESS OF WHETHER
THE ALIENS WERE LESS ADVANCED THAN US,

PLUS THERE WOULD BE ADDED BENEFITS FROM
SHARING NEW VARIETIES OF FOOD AND ARTS,

r
CAN YOU BELIEVE THAT g
THE PRICE OF ADMISSION IS

JUST ONE AVOCADO? n

WHAT'S
AN AVOCADO?



OF COURSE, THERE WOULD BE A DOWNSIDE:
INTERSTELLAR TRADE WOULD CREATE
LOSERS AS WELL AS WINNERS,

BUT CLASSICAL ECONOMISTS RESPOND TO
CONCERNS ABOUT OUTSOURCING.

IT'S NO WONDER
YOU LOST YOUR JOB,

NOTHING IS
MADE ON PLANET
EARTH ANYMORE,

WE DO? THAT'S WHY THERE ARE
__ How? WELL, YOU DON'T BAKE SO MANY FAMILIES NAMED .
'- YOUR OWN BREAD, SHOEMAKER AND TAYLOR .- AND SO FEW

Do you?! FAMILIES NAMED
o AND BA'_‘ER o EVERYTHING.,

WHETHER YOU'RE A FAMILY, A COUNTRY, OR A PLANET,
OUTSOURCING ALLOWS yOU TO FOCUS ON WHAT YOU'RE GOOD AT,

WE'LL MAKE

JETPACKS. .. ... WE'LL MAKE

PHARMA.CEUTICAI-S... _..AND WE'LL ALL

GAIN FROM TRADE!
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THE IDEA THAT OUTSOURCING

1$ %?,osé,,,f sngc,f,A?Gc' ETY ... BUT REMEMBER THAT CLASSICAL ECONOMISTS
o VIEW THE ECONOMY AS A FINELY TUNED
Y] JOB-CREATING MACHINE,
HOW CAN IT BE
GOOD WHEN |
- LOSE My JoB? “q NO BIG DEAL, THE
: F. 1 ECONOMY WILL CREATE
&> A NEW JOB FOR You!

[z

s

THIS ALSO EXPLAINS WHY CLASSICAL ECONOMISTS
BELIEVE THAT THE BEST THING ABOUT TRADE
ISN'T ESPORTING. ..

TALKS ABOUT HOW TRADE
CREATES JOBS. .. ... BUT WHAT'S REALLY

EVERYBODY ALWAYS

GREAT IS ALL THE COOL
STUFF WE CAN Buy,

AS ALWAYS, THIS CLASSICAL VIEW PARALLELS THE PERSPECTIVE OF
A WELL-ORGANIZED FAMILY,

THERE'S ALWAYS WORK
TO DO HERE AT HOME,

L]

Ll

SO THE ONLY REASON TO
GET A JOB WORKING FOR M
SOMEBODY ELSE... 's"o's,L%GCE ;N%Allfz
| STUFF!




CLASSICAL ECONOMISTS ALSO TAKE AN UNEXPECTED POSITION
ON ISSUES OF UNFAIR COMPETITION,

E¥CHANGE 31 Fop_

...LkE CURRENCY MANIPULATION .

THEY'RE KEEPING THEIR
CURRENCY ARTIFICIALLY CHEAP
TO PROMOTE THEIR EXPORTS!

...AND DUMPING,

THEY'RE EXPORTING RAY GUNS
TO US AT PRICES BELOW THEIR
COST OF PRODUCTION,

THAT'S DUMPING, AND
THAT'S NOT FAIR. ..

... THEY'RE TRYING TO
STEAL THE MARKET!

THE CLASSICAL VIEW OF THESE ACTIVITIES IS THAT You
SHOULDN'T WORRY ABOUT THEM,

CURRENCY
MANIPULATION
AND DUMPING ARE
GOOD FOR US,
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AS WITH OUTSOURCING, THIS CLASSICAL VIEW IS DRIVEN BY
A CONFIDENT ATTITUDE ABOUT JOB CREATION., ..

WE EARTHLINGS MIGHT HAVE TO STOP
MAKING RAY GUNS, BUT THE ECONOMY
WILL CREATE JOBS ELSEWHERE,

IT'S CREATIVE
DESTRUCTION!

...AND BY A Focus oN IMPORTS, NOT EXPORTS,

CURRENCY MANIPULATION

AND DUMPING MEAN THAT

WE PAY LESS FOR THE
STUFF WE WANT!

AND ONCE AGAIN THERE IS A PARALLEL WiITH FAMILIES,

ON SALE !

149,999 GLAKONS
(oNLY $999 5911)

WOULD YOU COMPLAIN IF
MR, SHOEMAKER WAS
SELLING YOU BOOTS AT PRICES
THAT WERE TOO LOW?

. THEN DON'T WORRY,
WELL, NO, BE HAPPY!

DUH,

@ 4
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AS WE'LL SEE IN THE NEXT CHAPTER, THIS CLASSICAL PERSPECTIVE
CAN BE A LITTLE SIMPLISTIC, Q!

ON THE ONE HAND, WHAT ABOUT

THERE'S THE CLASSICAL ON THE OTHER HAND, THE 3RD, 4TH,
VIEW OF TRADE, THERE ARE SOME AND STH HANDS? o
5 COMPLICATIONS, 9 ‘

NONETHELESS, CLASSICAL ECONOMICS CONTRIBUTES VALUABLE IDEAS TO
DISCUSSIONS OF FREE TRADE, WHETHER IT'S WITH A NEIGHBORING PLANET., ..

...OR WITH A NEIGHBORING HOUSEHOLD OR COUNTRY,

"COMMERCE, ,, OUGHT NATURALLY
TO BE, AMONG NATIONS,
AS AMONG INDIVIDUALS, .,

...A BOND OF UNION
AND FRIENDSHIP, . ."”

1o
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