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SUMMARY

This article is about the effect of foreign trade on the domestic distribution
of income in static equilibrium and it consists of three parts; introduction, He-
ckscher-Ohlin tiieorem and the effect of the protective tariff on the domestic
distribution of income,

(1) The introduction is a study on the meaning of distribution and the neces-
sary condition for which we can treat the effect of foreign trade on the domestic
distribution of income,

J.M.Clark said that there are three kinds of distribution-contractual distri-
bution, personal distribution and functional distribution and that eccnomists
have treated only the functicnal distribution,

A.C. Pigou explained that it is because one person has not a single factor of
prcducticn, tut meny factcrs, Clessic economists censidered the quality of
the factors of production as the same when they studied foreign trade.

J.E. Cairens, however, said that the facters of production are not the same
quality, but that there are non-competing groups and that competition can not
be done freely between these groups,

Haberler also said that we must assume that there are many different qualities
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of labor as well as factors of production,

It means the various levels of wages for that the quality of factors of pro-
duction are different and so,

We can study the effect of foreign trade on domestic distiibution of income,

T) The content of Heckscher-Ohlin theorem is about th> decision of foreign
trade patterns of each country and equalization of factor prices between trade
countries, In the mean, since this article is on income distribution, only the
equalization of factor prices between tradz countries s:ill be discussed,

Eli Heckscher assumed that the quality of factors of production has no cha-
nge, moved freely between industries, and a constant of amount of factors of
production in a country, even if the country begins foreign trade.

He also assumad that the levels of techiniques are the same between trade
countries, and that there is not the possibility of substitution among the factors
of production,

Foreiga trade takes place because of the difference of comparative ccst, and
fre: trade makes absolute prices of all commodities equal and tiis makes not
only relative prices of factors of production, but absolutz prices equal,

Ohlin also supported the theorem of factor price equallzation as Heckscher
did. But their explaining process is different.

Heckscher insisited that production tecniques of similar goods are the same
even if the relaiive prices of factors of preduction are different, eand this is
what makes the comparative cost of each goods different, On the contrary, Ohlin
said that the technique coefficient of similar goods is different, because relative
prices of factors of production are different in each country., Therefore, the
result is that the comparative costs are unequal.

I) Samuelson and Stolper insisted that a protective tariff makes domestic prices
of imported goods higher than those of exported goods, so free trade makes the
standards of living of laborers worse in a country which has relative scarcity
of labor.

But Me.zler explained that the theory of Samuelson and Stolper is right only
when the elasticity of demand of the importing ccuntry to the commodity of
exporting country is larger than 1, but if the demand of the iyorting coun-
try is inelastic, all of the tariff revenu2 is used fos being exported cummogities,

In conclusion I tried to apply this theory to our country,but now it is beyond

my ability,
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