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RONALD W. JONES
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I. INTRODUCTION

of applied economics that has not
made some use of the simple general
equilibrium model of production. For
years this model has served as the work-
horse for most of the developments in the
pure theory of international trade. It has
been used to study the effects of taxation
on the distribution of income and the im-
pact of technological change on the com-
position of outputs and the structure of
prices. Perhaps the most prominent of its
recent uses is to be found in the neo-
classical theory of economic growth.
Such intensive use of the simple two-
sector model of production suggests that
a few properties are being retranslated in
such diverse areas as public finance,
international trade, and economic
growth. The unity provided by a com-

IT 18 difficult to find any major branch

1T am indebted to the National Science Founda-
tion for support of this research in 1962-64. I have
benefited from discussions with Hugh Rose, Robert
Fogel, Rudolph Penner, and Emmanuel Drandakis.
My greatest debt is to Akihiro Amano, whose dis-
sertation, Neo-Classical Models of Inlernalional
Trade and Economic Growlh (Rochester, N.Y.: Uni-
versity of Rochester, 1963), was a stimulus to my
own work,

mon theoretical structure is further em-
phasized by the dual relationship that
exists between sets of variables in the
model itself. Traditional formulations of
the model tend to obscure this feature.
My purpose in this article is to analyze
the structure of the simple competitive
model of production in a manner de-
signed to highlight both the dual rela-
tionship and the similarity that exists
among a number of traditional problems
in comparative statics and economic
growth.

The model is described in Sections II
and III. In Section IV I discuss the dual
nature of two theorems in the theory of
international trade associated with the
names of Stolper and Samuelson on the
one hand and Rybczynski on the other.
A simple demand relationship is added in
Section V, and a problem in public
finance is analyzed—the effect of excise
subsidies or taxes on relative commodity
and factor prices. The static model of
production is then reinterpreted as a neo-
classical model of economic growth by
letting one of the outputs serve as the
capital good. The dual of the “incidence”
problem in public finance in the static
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