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International Value and Labor Productivity: a Discussion Relating to
Malthus

Yoshihiro Yamazaki

Abstract

This paper focuses on a tradition of the criticism to the discussion of the benefit from
international trade based on comparative advantage theory.

This tradition started at Malthus, who proposed commanded labor theory against
embodied labor theory of Ricardo. Ricardo said that exchange value was constant because it
is determined by production cost, while Malthus insisted that international trade would
increase the total exchange value.

Senior criticized comparative advantage theory’s proposition that if a foreign country
raised labor productivity of a good, all the other countries must be better off. When the good
was included in workers’ consumption goods basket, the real wage in the country must rise.
Because of this, all the other countries would have to pay much to the other goods whose
productivities didn’t rise.

Lewis proved that when the productivity of a exporting good from a developing country
to a developed country rose, the developing country’s term of trade must deteriorate. Instead
of that, the country could improve its term of trade by raising the productivity of workers’

consumption goods and the real wage.

JEL classifications: B120, B170, F160.
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