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CAMDEN, NEW JERSEY, January 20, 1880. 

To Charles Ed. Rawlins, Esq., LIVERPOOL.

DEAR SIR, -‑ Your letter of the 8th ult. was duly received. I noted its contents, and read with attention all you said about our tariff system and your ideas with regard to free trade.

I do not see these questions as you do; indeed, I entertain views directly opposed to yours; and I have but little doubt, if you should ever visit this country, you will either agree with me, or at least modify your views upon these matters before you leave us.

You will see what Protection has done and is doing for us; that under its fostering and benign influence we, in almost every branch of manufactures and human industry, are supplying ourselves with products quite equal in finish and quality to those made anywhere, and in very many branches we are now in the market with our goods and products competing with the world. Our cotton goods are being largely exported, and we are your competitors in cotton fabrics everywhere.

We are sending clocks, watches, dental instruments, edge; tools, and other manufactured commodities to England, locomotives to Russia and Brazil, and carpets to Norway and Sweden.

With every variety of climate and soil, and almost unbounded mineral resources, in a, few years --- if our tariff system should remain  [4]   as it is --- we shall become independent of Europe in almost everything; and in very many, if not most, be actual competitors with you in all the markets of the world.

In this small State of New Jersey over ten thousand four hundred people are now engaged in the manufacturing of silk. The fabrics we are making equal those made in France, while our sewing silk is said to be the best made anywhere. We expect next year to export the last named to England, and before two years have passed to supply Europe with sewing silk.

I single out and refer to the silk business from among many other and vastly larger and more important branches of industry because it is new, --- the growth of only the last eight or ten years and clearly and entirely the child of Protection; and I have con fined it to New Jersey because I have not got the statistics of this industry in any of the other States.

Our census, which is to betaken this year, will show a condition of things with regard to our products, manufactures, and industries which will astonish Europe. We are making rapid --- most rapid strides and progress in every branch of human industry.

With regard to commerce, I do not see how free trade will even help us to build ships, though I am ready to concede that free trade will create a demand for ships.

Protection means to transport the people where the food is raised and the product for manufacture is produced, and manufacture the commodities there.

Free trade means the reverse of this --- the people are to remain where they are, and the food to feed them and the material to be manufactured are to be taken to them. To transport the rave material (cotton) across the ocean, and then the food to feed the operatives, requires ships and costs money, and the consumer of the manufactured product, whoever or wherever lie may be, has to pay this cost.

Fortunately for us, our people in the West have already seen this, and are now largely engaged in manufacturing, whilst the people at the South have commenced to see it, and consequently are beginning to build manufactories, and the coming census   [5]   will show an advance. in the South and West which will surprise you. Chicago will appear as one of the largest manufacturing towns in the country, and the State of Ohio and those to the west. of it will soon equal the East, if not in kind, at least in quantity and value of the commodities they manufacture.

You build ships, we build and equip railroads and steamers for our rivers and lakes. Your commerce is mainly on the sea, ours. more on the land. I presume we put more money in railroads, locomotives, cars, and steamers for our rivers and lakes than you put in ships.

When we find it more profitable to build steamships for the ocean than we do railroads and steamers for our inland navigation, we shall do it; and the day may come, and is probably not very far distant, when, even without the  subsidies which you give to your lines of steamers, and which to this extent is but Protection in another form, you may again find us your competitors upon the ocean as well as on the land.

The Agricultural Department at Washington has just published an estimate of some of the agricultural products of our country for the year 1879. The value is put. down at $1,904,480,659. I suppose this is greatly undervalued, but taking it as stated let us look at it, and make an estimate as to what we consume at home and what we sell abroad

Grain (or corn) of all kinds is valued at .  
$1,247,112,000

Our hay crop at... ... ... ... ... ... ... ... ... ...
325,851,280

Cotton at ... ... ... ... ... ... ... ... ... ... ... ... 
231,000,000

Potatoes at …  ... ... ... ... ... ... ... ... ... ... 
78,971,000

Tobacco at .. ... ... ... ... ... ... ... ... ... ... ...
21,545,591

In 1878 the total value of corn which you imported from all countries amounts in value to £59,064,S75. ‑ This, I suppose, is the. computed value when landed in England, and not the value at the place from whence imported. Of this quantity only a fraction more than one‑half was from the United States, say what we took  in value in our money, $142,936,995; and if other foreign countries took $60,000,000 more in value, then, supposing you should take of the crop of 1879 the same as you did they year before, you would leave at home for domestic consumption $1,044,178,005.

[6]

The hay crop is nearly all consumed at home, so with the potatoes. The one is valued at $325,851,280, the other at $78,971,000.

The value of cotton imported by you is stated to $33,519,549, Supposing two‑thirds of this is from the United States, the value of what you import from our country would then amount in our money to $108,156,411; and if we shipped to other foreign ports $10,000,000 in value additional, it would leave for home consumption $102,843,589.

The value of unmanufactured tobacco imported in England is stated at about two and a half millions sterling.

Now, if two‑thirds of this came from the United States --- say $8,066,666 --- there would be over thirteen million dollars' worth remaining for home consumption. The result is this: of the articles named we, or our manufactures at home, use or consume in value, as the figures stand, over one thousand five hundred and seventy‑five millions of dollars' worth.

Whilst I have given you, as I think, full credit for all, if not more than you took of what we exported, I am satisfied the amount we consumed or used at home was at least one‑fifth more than is stated, owing to under‑valuation of our production, and that our consumption of these five articles of agricultural product amounted in value to over nineteen hundred millions of dollars, as against less than three hundred and fifty millions which we exported or sold abroad.

Now, this estimate of the agricultural products of our country is limited to five named articles, and does not include the meat crop --- hogs, cattle, sheep, or horses; or the vegetable crop (excepting potatoes), which in this country, both in variety and quantity, is enormous, and constitutes a large item in the food of our people; or the fruit crop, including the apple, peach, pear, or grape; or the smaller fruits that are raised by the ton; or the fish, poultry, eggs, rice, butter, or cheese. None of these are included, and when taken together they amount in value to many millions of dollars. Now of the agricultural products which we raise I do not suppose one‑fifteenth part is exported abroad, certainly not exceeding  [7]   this quantity, whilst the balance remains at home and is consumed or used by our people. You thus see the value of the home as compared with the foreign market, and how vastly more important it is to us than the foreign; and the more we stimulate and increase it the better it is for the agricultural as well as every other interest and industry of the country. Protection does this it builds up and sustains manufactories, thereby making a market for the farmers.

It even does more, for it encourages enterprise. But for our protective tariff we should not have had the silk manufactures. The ten thousand four hundred people in the State of New Jersey engaged in this business are all fed by our farmers.. The nation is benefited as well. It gives employment to our people, and the profits to the manufacturer on the thirteen millions of dollars in value of goods manufactured are saved here; that is, whatever they make are made in this country, and go towards making up and swelling the wealth of the nation; and the capital thus saved or accumulated here is employed in developing the country and its numerous resources and industries.

One manufacturer in the silk business at Paterson, in New Jersey, is said to have made one million of dollars, and I am informed he has invested all this money in the town where he lives in building houses and in other improvements. Now, who is injured by this? Not the people, because the duty on silk is just the same now as it was when it was imposed years ago as a mere " revenue " duty, for silk goody are cheaper now than they were at the time when the  duty was imposed; the fact being in this, as in many other instances of production, a reduction in price of the goods produced by reason of domestic competition.

Steel rails a few years ago, before we began to manufacture them, cost us in England one hundred and forty dollars per ton. We are now manufacturing them here at very less rates, and within the past two years forty dollars per ton. So with cotton fabrics: they are cheaper than they ever were; indeed, so cheap that we have been sending them to England by the million of yards and competing with you in your own market. It is no   [8]   answer to say that, of some of these commodities, steel rails for instance, they are cheaper in England than they are in America. So far as the rails are concerned, this at the present time map be true, but not so with cotton goods, watches, clocks, and many other kinds of protected goods which we are sending to your market. They are cheaper here and cheaper when exported to England than those which you manufacture; hence we are competing with you in your own market. And with regard to steel rails,. everyone knows that if we were to stop manufacturing them, and to rely upon you for what we require, the price in England would not remain as it is, but would immediately advance to an extent probably more than the difference now existing between the price, in our country and the price in your country; so that the end would be, we should have to pay you more than we are now paying for those made here. This is the natural consequence of trade, and follows just as surely as the night follows the day.

You may reply, that if we can produce cotton fabrics, watches, &c., cheaper than you, why do we require Protection for these commodities ? My answer is, that it is quite probable in some particular descriptions of cotton fabrics and manufactured products we cannot compete, and require the Protection to enable us to work up to these particular description of goods; but in those we can and', are competing with, we require the Protection to maintain our market steady and to keep up the domestic competition.

 It is a fact, in the commercial world, of which you do not require an example, that foreign competitors, when there are no impediments, will, in order to disturb markets and break down 

competition, sometimes combine to flood the foreign market. They will actually sell without profit to accomplish their purpose, in the hope that in the end, with the confusion in business and destruction in trade, in breaking down domestic competition, they can make up more than they lose. I myself have known a foreign manufacturer to sell his goods in America for a less price than you could buy them in England, and less than he was actually selling the same kind of goods there. Whilst consul at Liverpool, numerous, instances came to my knowledge where there were two prices, --- one​   [9]   for the goods to be consumed in England, and another and lower price for those that were to go abroad, --- and the manufacturer's profits were made up on the average price of the goods sold at home and those sold abroad.

There is gambling in trade as well as in stocks.  Our tariff checks, if it does not entirely prevent, this, at least so far, as foreign competition is concerned, and enables our small capitalists to freely enter our markets with their limited means and become domestic competitors where they would not, indeed dare not, if exposed to the large foreign capitalists. It is our policy to, encourage these and all such persons; for everyone who starts in this way tends to cheapen the article produced, whilst be increases our home market for our agricultural products, helps create and accumulate capital here at home, and in this way adds so much to the national wealth.

There is another matter I must call your attention to, an error which most of you English gentlemen fall into. It is this that what you buy from us‑depends upon what we purchase or take of you. In other words, if we do not purchase your manufactured goods you will not buy agricultural produce from us.

Our friend Thomas Bayley Potter, Esq., in his recent visit to this country, fell into this error, and in most of his speeches laid great stress upon it. He told our people, in substance, that this result would follow if we persisted in retaining our tariff. Now, there never was a greater fallacy. You, like all other sensible people, buy where you can buy cheapest, and sell where you can obtain the best price for what you sell. If you can buy your grain and breadstuffs in Russia cheaper than you can in America, you buy them there; if, on the other hand, we can sell you cheaper than Russia, you‑buy of us. It is price that regulates and controls, and not the balance of trade between the two countries.

Do you suppose that any grain‑dealer in England ever looks to see whether the balance of trade is for or against his country when he is about to make a purchase? He buys wherever he can obtain the grain at the lowest price. As proving this, take the trade of your own country with that of Russia for the last twenty years. There has not been one year during this period but what   [10]   you have purchased of her greatly in excess, and in most years more than double in value what she has bought of you. Take the year 1878, the last statement of your trade you have published, and it stands as follows:

    Your imports from Russia . … … …
= £17,808,752

    And your exports to Russia … … …
= 9,458, 729

And the year before, 1877, your showing is still worse; you imported from her £22,142,422, whilst you exported or sold to her only £6,243,973, --- less than one‑third of what you imported.

Your trade with Russia for the last twenty years foots up as follows:---

    Your imports from ... .. ... ..
=  $369,782,059

    And your exports to ... .. ... 
= 158,436,122

In other words, you buy of her much more than double what she does of you. And if you will examine the statistics of your trade with other foreign countries, you will find the same result. The same inequalities in trade exist that there is with your trade with Russia, proving what I have. said, that what you buy of a nation is not dependent upon what they buy of you --- that it is price, and not the balance of trade, that regulates and controls the business you do.

In the discussion of the question of protection and free trade, your people do not take into consideration the difference between our country and yours with regard to land and population. You have a scarcity of land and a redundancy of population, and in consequence cannot raise sufficient food to feed your people. We in the United States have a redundancy of land and a scarcity of population, and in consequence can not only raise sufficient food to feed our own people, but a very large surplus for export. There is scarcely a single article of food that you can raise or produce in sufficient quantity to supply or feed your own people, whilst with us there is not a staple but what we can raise in abundance and with a large surplus. Of course I do not mean to include in this category articles of foreign production, such as tea and coffee, but domestic articles, in most instances those common to both countries.

It is admitted that your agricultural productions vary in quantity one year from another: a good harvest yields more than a   [11]   bad; but there is no year when you produce sufficient to feed your people. You do not and cannot raise sufficient. Now, let us look at this a moment and see to what extent this exists; and we will take as an example the year 1878, which is not an exceptional one. You paid during this year as follows:

For Cattle, calves, sheep, and lambs, alive  
£7,252,606

Meat, including beef and pork, &c.
12,838,899

Butter  ... ... ... ... ... ... ... ... ... ... ... ... ...  ...
9,954,653

Cheese ... ... ... ... ... ... ... ... ... ... ... ... ...  ...
4,946,686

Breadstuffs, including corn, flour, wheat, &c. 
9,064,875

Eggs  ... ... ... ... ... ... ... ... ... ... ... ... ... ... ...
2,511,096

Fish  ... ... ... ... ... ... ... ... ... ... ... ... ... ... ..
1,541,830

Lard  ... ... ... ... ... ... ... ... ... ... ... ... ... ... ..
1,787,874

Potatoes   ... ... ... ... ... ... ... ... ... ... ... ... ..
2,386,143

Rice ... ... ... ... ... ... ... ... ... ... ... ... ... ... . .
3,200,843

Total ... ... ... ...  ... ... .
£105,484,905

Making for the ten articles above named, in our money, over five hundred and ten millions of dollars.

Now, this being your condition, and having every year to buy these staple and indispensable articles of food, it is your interest to get them as cheaply as possible, hence  your policy is to induce and persuade other nations, including the United States, to devote themselves to agricultural pursuits, for the more foreign people or nations you can persuade to engage in this industry, the cheaper the food will be which you are compelled to buy, and to this extent you are or will be the gainers by the operation.

But you not only want cheap food to feed your people, but yon want good orb; dear markets in which to sell your manufactured commodities.' Now, if you can induce the United States or any other country to give up manufacturing and. devote itself to agricultural pursuits, yon not only thereby cheapen the price of food to this extent, but you accomplish another result, which also works to your advantage: you check foreign competition and create another market for your manufactured goods or products. You are doubly benefited, and must necessarily grow rich. It is a gain to you on both ends, You bud for less and self for more.

[12]

But how is it with the nation that is weak enough to be misled by delusive arguments ? It loses all and more than you gain; and if you thrive and grow rich, it starves and grows poor, and it requires not much reasoning to demonstrate that bankruptcy and ruin must soon follow if this policy is persisted in.

We think we understand these questions and what our true interest is, so far as they apply to our people and country, and we do not regard ourselves as benighted because of the policy we have adopted, or behind any other country in the world, not even England, in civilisation and progress. Indeed, we look with great satisfaction, if not pride, upon the rapid advance we have made as a people, and as a nation, in population, wealth; and intelligence, and think that history, either ancient or modern, does not show a parallel example. 

You will permit me to say, in conclusion, that we attribute no small share of this progress and development to the American System of Protection in contradistinction to your so‑called system of free trade.

Very truly‑yours,







Thomas H. Dudley

[13]

REPLY

-----

Rumford COURT,

LIVERPOOL, 5th March, 1880.

My DEAR MR. DUDLEY,

Your very interesting letter of 21st January last, in defence of your Protective Tariff, reached me when under the excitement of a contested election for Liverpool, and since then pre‑engagements have until now prevented me giving it the attention it deserves.

In my reply I will take your figures for granted. To my mind, the question of Free Trade is, primarily a question of principles rather than figures, though figures may, if rightly used, illustrate the principles.

The rapid progress you state to have been made in your manufactures may haply present a strong presumptive proof how little they needed Protection, or it may show how powerfully Protection has acted as a stimulus to a singularly inventive and industrious people. At all events, if you should succeed in your expectations of successfully competing with Free Trade countries in neutral markets you will certainly need Protection no longer.

What I understand to be the subject of discussion between us is‑not the abstract merits of Free Trade or of Protection, but their comparative merits as applied to the United States of America.

You entirely agree with me that the policy of Free Trade is the best policy for an old country, obliged to import a large proportion of the food required for its redundant population; but you contend that Protection is the best policy for the United States, with their redundancy of land and their scarcity of population‑nay, that a Free Trade policy would bring " bankruptcy and ruin."

[14]

On this contention, then, we join issue.

And first, a word or two in definition of our term.

In England we have almost entirely abjured the principle of Protection. I wish I could say with equal truth that we had as entirely adopted the principle of Free Trade. But there are many advanced thinkers among us, and among you also, who believe that so long as any portion of our revenue is drawn from duties on imports, to that extent is the principle of Free Trade violated. What they desire, and hope yet to see, is a revenue raised exclusively by Direct Taxation --‑ the annihilation of Custom Houses ‑‑  trade between countries as free and unfettered as it. now is between counties. To them the very word Tariff has an ugly sound. They recall that small seaport town in Spain, Tarifa, on the Straits of Gibraltar, occupied by the Moors before their expulsion from Europe in the 16th century. Those Moors were pirates. They wanted money, and they levied black mail on passing vessels.  That black mail was called a Tariff.  Their Tariff simply did, as it seems to Free Traders all Tariffs have done since, abstracted so much from the gain of the voyage. True, the Moorish Tariff was plunder, but whether for plunder, or Protection, or revenue, all Tariffs act on the same line, and mean so much taken out of the gain of the proposed exchanges.

The least objectionable of Tariffs is one discarding all idea of Protection, and adjusted solely with a view to Revenue. But so long as there is the alternative method of Direct Taxation, by which nearly all that is taken from the. people goes into the National Exchequer, indirect taxation can only be regarded as a financial blunder.

In looking over our English Tariff, I do not find a ingle protective duty. In all respects it is carefully non‑protective. We tax the import of seventeen foreign products, but we give no preference to any foreign country, nor even our own colonies. Where the article taxed is made in this country an equal excise duty is levied on the home production.   [15]   In the case of tobacco, its home growth is entirely prohibited. Foreign ships enter and, leave our ports on the same terms as English ships. Even our coasting trade is open to all alike.

I shall use the term " Free Trade," in its conventional and not its scientific sense, as applicable to a country partially or wholly drawing its revenue from import duties, but carefully avoiding protection.

And now, as to the word Protection. Mr. Welsh, your late Minister to England, has, in a small pamphlet you have sent me, strangely perverted its economic meaning. He speaks of "Protection under the Guise of Free Trade," as practised in Great Britain and Ireland. And of a, system containing not a single protective or differential duty, he remarks:--

"The first distinctly marked improvement in the trade, of Great Britain was in 1849; since then, its trade has grown to its present vast proportions. The wealth which has been accumulated has been enormous, and every other nation, without exception, because of the loans made to them by the subjects of Great Britain, is to a very large extent contributing to its income. The policy which has produced this prosperity is an evidence of the wisdom of men whose names are written on the roll of fame. It has a resemblance in a few particulars to Free Trade, but it is in reality a wise Protective system, adapted, after a careful study of all the conditions of the Kingdom, to the promotion of its best, interests, fortunately aided by the coincidence of a new stimulus which, whilst it added to the wealth, as well as to the wants of other nations, and made them large consumers, consequently made them large customers of Great Britain." --‑ Protection under the Guise of Free Trade, &c., p. 7.
The italics are not mine.

Mr. Welsh is perfectly right in describing our policy " as a wise protective system, adapted, after a careful study of all the conditions of the Kingdom, to the promotion of its best interests." But this is not Protection in its economic sense.

By Economic Protection is meant the imposition of an import duty on a foreign article in order to encourage its home growth or manufacture --‑ not otherwise profitable. Its declared object is a check upon imports, and sometimes it is absolute prohibition. If it is not one of these it fails in its object.

[16]

I hear of two classes of Protectionists in America. One class frankly acknowledges the greater cost to the nation of your system. But they say it fosters infant manufactures, assisting them over their first difficulties, and resulting in what they regard as a blessing‑national independence.

The other class contend that, from the very beginning; the gain by Protection preponderates over the loss; that, the capital expended, the employment given, the traffic excited, the profits made, and the re‑investments following‑all are so many gains otherwise lost.

With the former class of Protectionists there is no use arguing. Their case is that of a man who; having Capital to invest, deliberately prefers a business not immediately remunerative, but presenting, as he thinks, a splendid future, to one specially adapted to his position, and immediately profitable.

Though sometimes, with individuals of great forethought and energy, this may be a sound policy; nationally, and when not so guarded, it is a mistaken one. Its great danger exists in this‑that it is difficult to withdraw the Protection when (if ever) it ceases to be needful. And the difficulty is increased by the fact that even the protected interest, very profitable, perhaps, at first, soon ceases to be so by the natural rush of Capital into it, and the resulting competition, cutting down its profit to the ordinary rate. Removal of the Protection may then mean, for that particular interest, absolute ruin.*

* The Philadelphia North American, a well‑known supporter of the principle of protection, in a recent number makes the following avowal of free‑trade opinions: "when so strong a protectionist country as France finds it necessary to overhaul and reconstruct her whole tariff and revenue system, in order to revive the drooping fortunes of her foreign commerce, it is time for our own Republic to review her own revenue system in the interest of both internal and external traffic. For in both cases the export trade is essential to the prosperity of the domestic productions, and when that suffers, the internal trade cannot be flourishing. The American system, being founded on intense hostility to foreign monopolies, cannot be continued merely for the defence of domestic ones. Its true mission is to foster, to encourage, to multiply, to create, to propagate, to develop American interest on a grand scale, and having done that effectually for the national industries, it is monstrous to suppose that this system must perforce be applied to the discouragement of competition and to the destruction of legitimate American commercial enterprise in the foreign trade of the world, and to the ruin of American shipbuilding and shipowning." ‑‑ Quoted in Manchester Examiner, 4th March, 1880.

It is with Protection, advocated for its own sake as a permanent advantage to the United States, that we have to deal.

[17]

When England adopted lieu Free Trade policy she made no reservations. She urged no plea of reciprocity. She simply trusted in the power of example; that other nations would regard their own interests as we had regarded ours, and thenceforth buy, sell, produce, consume, and exchange, under the most favourable circumstances. It is the universal belief that we have immensely benefitted. You yourself admit it.  It now only remains for her to say all she can to induce other nations to follow in her path.

We regard Free Trade as a great moral principle, destined yet to knit nations together in the bonds of a mutual interest; to promote peace, to mitigate the severity of labor, by moderating the cost of its products, end thus at once increasing and equalising the enjoyments of life.

But we regret to find that, even in your free country, there are many who begrudge us the right of international discussion, as if great moral principles were not the property of universal humanity!  In advocating the free interchange of national superfluities we are accused of seeking a one‑sided advantage. In your letter you say:--

“But you (England) not only want cheap food to feed your people, but you want good or dear markets in which to sell your manufactured commodities; now, if you call induce the United States, or any other country, to give up manufacturing, and devote itself to agricultural pursuits, you not only thereby to this extent cheapen the price of food, but you accomplish another result which also works to your advantage: you check foreign competition and create another market for your manufactured goods or products.

“You are doubly benefitted, and must necessarily grow rich. It is a gain. to you on both ends. You buy for less and sell for more..

“But how is it with the nation that is weak enough to be misled by such delusive arguments ? It loses all or more than you gain, and if you thrive and grow rich by it, it starves and grows hour, aid it requires not much reasoning to demonstrate that bankruptcy and ruin must soon follow if this policy is persisted in.”

It is thus brought as an accusation against us that we want to buy our food as cheaply as possible and sell our manufactures as dear as possible. But is not that the principle lying at the root of all commercial interchange ? To quote your own words‑-- “Do not all sensible people buy where they can buy cheapest and sell where   [18]  they can obtain the best price.”  The free interchange we seek, you Say, would be a double gain to us but to you it would be a double loss And this double gain to us is thus us expressed --‑ "A gain fact both ends." We are "to buy for less and sell for more." Less than what --‑ more than what? Surely you lose sight of the fact that all trade is and must be barter, and money only a medium of barter. The barter we propose is the exchange of some thing costing less labour with us than with you, for something costing less labour with you than with us.  Here are two economies, not given, but exchanged‑-- not forced, but suggested by conviction of mutual advantage; and yet, you conclude, that while we should thrive and grow rich, you would starve and grow poor," and finally wind up in " bankruptcy and ruin."

Allow me to draw your attention to the nature of Exchange and how it becomes profitable to the parties exchanging.

When the Agriculturalist grows his corn or raises his cattle, it is not, beyond a very small proportion, to supply his own wants. So, too, with the Manufacturer. Each has produced something he did not want, and so far is poorer rather than richer by his labour. But let these two exchange their products, and both have become richer. Now Nations are but multiples of individuals. The advantage of international Exchange lies in this, and in this only, that each Nation exchanging gets what it wants with less labour than would have been required to make it for itself. The largest possible benefit is enjoyed when, of two Countries, each is employed in producing what is most favoured by surrounding circumstances, to be followed by a free and unfettered exchange of their products.

Then we are accused of trying to delude other nations into giving up manufactures and taking to the growth of food. A more mistaken perversion of the Free Trade principle never existed.

First, it involves a very common error that the growth of food differs in some essential way from what is conventionally called a manufacture. And yet, the difference is entirely conventional. Both are manufactures to all intents and purposes. It is only in the process, that the growth of cotton differs from its spinning into yarn, and its weaving into cloth.

[19]

Secondly, Free‑traders favour no one manufacture above another. They advocate freedom to, all alike. To leave every man to plant, sow, twist, weave and mould whatever he finds most convenient; and to exchange the produce of his labour in doing so for whatever he requires without let or hindrance, forms the simple yet comprehensive creed of a free commerce.

If we can bring cotton across the seas --‑ convert it into cloth with less labour than you, and return it to you in exchange for the produce of your soil, your mines, your oil wells --‑ will not the greater cheapness of the cloth to you be the complement of the greater cheapness of that produce to us ? And if your thought be realised in the future that you can work up your own. cotton to more advantage, we shall then welcome your cheaper cloth as we now do your cheaper corn.

The assertion that if you decline to admit foreign produce the export of your own must be limited, seems to have somewhat exercised your mind. And yet, this is one of the most elementary axioms in the theory of commercial exchanges.

There must be two sides to a bargain, and two articles to an exchange. What we want to buy, you must want to sell. What we want to exchange, you must want to have. Unless a mutual advantage be obvious no exchange can take place. In other words, a check on imports is a check on exports.

" Labour," says Henry Clay, “or what is the same thing, its embodiment in the form of produce, is the first price given for everything we value, and it is a commodity that all have to offer in exchange. The ship, the road, the mill, and money are all portions of the machinery of exchange not the things exchanged."

Between two countries, then, one under the policy of Free Trade, the other under that of Protection, if there be any difficulty in exchange, it must originate with the latter, because it will not take what the former has to offer.

It is not certainly what is generally termed an adverse " Balance of Trade " that can ever prevent England purchasing from other countries any produce she may require. It is what causes that adverse balance --‑ viz., the check those countries may put upon the import of manufactured articles in which England can   [20]   alone pay for them. Perhaps I ought to except the small balances which are sometimes paid in gold or in bills of exchange, both, however, in themselves articles of merchandise.

You have quoted Russia as an example, but your own country furnishes a more instructive illustration. Between 1874 and 1879, inclusive, your exports of merchandise only, exceeded your imports by $744,000,000, thus:‑‑​

*Exports ...
$3,639, 790,000

Imports ... ...
2,895,180,000


744,610,000

$290,000,000 of this balance was to England only.

How, then, was this large excess of exports paid for?  It could not be in gold, for I find that during the same period, 1874 to 1879, your exports of gold exceeded your imports of gold by the further sum of 160,000,000, thus:‑‑​

*Imports ... ... ... ... 
$157,000,000

Exports ... .. ... ... 
317,000,000


160,000,000


160,000,000

* Stateman’s Year Book, 1880, page 599-600.

For England the case is reversed. Her imports both of merchandise and gold; have for many years exceeded her exports.

In all these instances the same principle is at work‑imports paying for exports, and exports for imports. Our loans to foreign countries are scattered all over the civilised, and, I had almost added, the uncivilised, world, and were made not in money, but in our manufactures. Our excess of imports in a great measure represents the interest thereon, and to a small extent re‑payments. Our commerce being free, that interest and re‑payment are paid in the products of the‑country indebted to us, and sent direct to our own ports.

We must come, therefore, to the inevitable conclusion that, with the occasional exception of small balances between two countries being paid by transmission of the precious metals, imports are always paid for by exports, and exports by imports; and, therefore, a check upon one must be a check upon the other.

You give me a magnificent idea of the value of your agricultural produce. Over. two thousand million dollars per annum --‑ not one​   [21]    fifteenth part exported --‑ the remainder consumed at home, to a large extent, by your Protected Manufacturers. You go on ---

"You thus see the value of the home as compared with the foreign market, and how vastly more important it is to us than the foreign; and the more we stimulate and increase it, the better it is for the agricultural, as well as every other interest of the country. Protection does this. It builds up and sustains manufactories, thereby making a market for the farmers. It even does more, for it encourages new enterprises. But for our Protective Tariff we should not have had the silk manufactures."

With regard to your agricultural produce --- large as it is --- it might be still larger if you would give your agriculturists the open market of the world for all they can produce.

But I cite this passage of your letter as an illustration of a fatal difference I always observe between Protectionists and Free Traders in their method of studying Economic questions. The Free Trader considers the interests of Consumers as paramount to all other interests. The Protectionist, on the contrary, would expend all his care on the Producer. Though it may be demonstrated that a given article cannot be made at home as cheaply as it can be imported from abroad, the Protectionist still imagines that the extra expenditure, through the employment it gives, adds to the wealth of the country. His error is maintained, as the French Economist Bastiat has pointed out, by only looking at the good concentrated, and failing to see the evil diffused. He sees what the Producer gains, but fails to see what the Consumer loses.

But surely the object of all production is consumption, and the end must be of far greater importance than the means. It seems a great thing to sum up the statistics of a large manufacture --- as you have done by that of silk in New Jersey --- the number of men employed, the capital absorbed, the sum total of its product. But it was not for the sake of all these the manufacture was commenced and carried on. Positively the only advantage to the country of the whole series of labours, from the laying of the foundation stones of the factories, to the sale of their products, is this, that the Consumers are supplied with what they require. And it is they who really provide the means of carrying on the manufacture in the price they pay for the article. To them it is indifferent where the article is made. Their only interest is to get it as cheaply as possible.

[22]

On the other hand, if the Consumers are not forthcoming, or, in the ordinary language of Trade, if there is a slack or no demand, their silk goods are left on the manufacturers' hands; and, if this sluggish condition of Trade lasts very long, and at the same time the manufacturers are deprived of a foreign market, like bees, “they are smothered in their own honey.”

You say Protection sustains the manufactories. To a certain ex​tent it does, but at the expense of the Consumer. It is they who pay the difference between the natural cost and the enhanced cost. In other words, they have to produce more by harder or longer work, in order to buy the “protected” article, or else to be content with less of it. Does it not seem an odd way of “stimulating” a market, to tax all those who have to buy in it!

But you will, perhaps, tell me the Consumer in question is himself protected in his turn. Not certainly if he be an Agriculturist, or the producer of any natural produce of the country. But his craft will, very probably, be sustained if he be a Manufacturer.

And so you will say the account is balanced, and the country gains by the "Home Market." How can this be?

Two negatives make an affirmative, but how do two losses make a gain?

Again, I object entirely to your theory that Protection makes a Home Market for the farmers. Do you really mean to say Protection creates home Consumers who otherwise would not have existed? If so the assertion is obviously contrary to the fact. All that Protection can do is this. It can say to the Capitalist, "A want is felt in the country for a certain article. It cannot be made here as cheap (with as little labour) as it can be imported, but a duty on its import shall be levied. This will raise the price of it, and then you can produce it at a profit." Thus the Capitalist is induced to embark in an undertaking really unprofitable. Without that induce​ment he would have found some other investment favoured by surrounding conditions.

All you do for the agriculturist by Protection is to confine him more or less stringently to a Home Market, for when he sends his​ surplus produce to foreign countries, Protection restricts him in the   [23]   choice of the products they offer in return, and after a certain point entirely prevents an exchange.

To reply that your Capitalist could not have found a natural and profitable investment in a country with unbounded. resources, with millions of acres of virgin soil, with vast mineral treasures, with a varied climate, with numerous navigable rivers penetrating into its very heart, with an extended coastline, being nearly surrounded by two oceans and a chain of mighty lakes; above all and before all, occupied by a nation politically free, and stimulated to a remarkable degree by a " quick, piercing, and ingenious spirit," without which their great storehouse of wealth would have been as. effectually sealed as it was to the Aboriginal Tribes, is to confess that all these natural advantages are insufficient for the profitable employment of capital without artificial aid.

One of the pleas for Protection has hitherto been that a manufacture may be rightly nursed. through its feeble infancy, but may be left to itself in its vigorous manhood. But you propose, I see, to go beyond this. The rules of the nursery are never to be relaxed. Once a baby always a baby. And your baby, originally an illegitimate, is destined never to measure his strength with his fellows under like conditions, because you would, under no circumstances, withdraw the Protection.

You are, no doubt, right that the home Manufacturer does sometimes offer his produce cheaper abroad than at home. By a singular misnomer you call this “gambling.” It looks more like charity. But in sober truth neither term is applicable. Such transactions are the mere eccentricities of commerce.  When they do occur the country of import is certainly never the one to be injured.. They are never large enough to seriously affect the market; but if the price be reduced the Consumer gets the benefit, and the import must be paid for in some article of domestic produce.

Protected countries are peculiarly liable to gluts and overproduction, and your proposed legislation of retaining the Protective Duty even when no longer required will have the singular effect of denying to your own countrymen an occasional advantage offered by foreigners, and given to foreigners, by your own countrymen!

[24]

You say in your letter:

" In the discussion of the question of Protection and Free Trade your people do not take into consideration the difference between our country and yours with regard to land and population. You have a scarcity of land and a redundancy of population, and in consequence, cannot have sufficient food to feed your people. We, in the United States, have a redundancy of land, and a scarcity of population, and therefore can raise not only sufficient food to feed our people, but a very large surplus for export."

An excellent argument, I should say, for the reciprocal advantage resulting from Free Trade between us.

But why should our population be considered as redundant? A city population is not redundant if it have free access to the source of subsistence. Nor is the population of a country redundant if it can freely exchange its products for food. And why do you talk of the redundancy of land? As well might you talk of a redundancy of coal, or timber, or minerals.

Your unoccupied territory is a. kindly provision for future generations. You make it an excuse for a tax on the present generation. And would not that territory come much sooner into cultivation without the legislation that protects manufactures at the expense  of farmers ?

You somewhat boast your exports of manufactures. In some cases it is possible that Protection was never required, and the exports being natural, the advantage is mutual. In others, it is probable there has been an actual loss, and the operations will not be repeated. But in no case can they require Protection at home, and yet be exported to a neutral market with a profit. The two positions are manifestly contradictory. At all events, they form a very insignificant portion of your total exports, which mainly consist of your natural productions.

“With regard to commerce”  you tell me:‑‑​-

“I do not see how Free Trade will even help us to build ships, though I am ready to admit that Free Trade will create a demand for ships.”

But when you wanted your State Line between Liverpool and the United States you found out how Free Trade, and Free Trade only, would help yon. You admitted all the iron that built them free of duty.

[25]

And, as you admit that " Free Trade will create a demand for ships," is not that as much as to say that more merchandise will be carried, more exchange made, more wants satisfied for the nations exchanging?

The effect of Protection of your iron interests upon your foreign marine is, as you know and acutely feel, most unsatisfactory.  In 1860, 70% of your foreign trade was carried in American, and only 30% in foreign bottoms. But, in the year ending June, 1878, the proportions are more than reversed, being outwards 26% American to 74°/ foreign, and inwards 25% American to 75% foreign; while your coasting and canal tonnage were also diminishing.*

* Statesman's Year Book. 603.

If you care to be logical (but Protection is never logical) why not carry out your principle within as well as without?  If your country benefits by independence of other countries, why should not each State benefit by independence of all the other States? Some such idea may have crossed your own mind when writing your letter. After proudly claiming for Protection that it creates and sustains manufacturing enterprises, you glory in the fact that the south and west are beginning to manufacture for themselves.

Now, in accordance with your own argument that employment of the People in production at home, no matter at what cost to the Consumer, brings wealth to a country, it would still further stimulate those southern and western manufactures if prohibitory duties existed between the States themselves, because the more labour that is expended in production the better for all! Practically impossible as this may be, it is the legitimate deduction from the Protectionist Doctrine.*

* An agitation for the repeal of the duty on imported chemicals is progressing in the western States. A Washington despatch to the Chicago Tribune shows that the various ingredients on which the paper makers paid duty yielded last year the following revenue:  Soda ash, $500,000; caustic soda, $497,000; belting for stretching paper, $50,000; alum, $50,000; ultramarine, $76,000; total, $1,181,000. Only a part, however, of this tax comes out of the paper makers, as these articles are largely used in making glass and bleaching woollens, and for other manufactures, including soap making. “The placing of these ingredients on the free list,” the Tribune says, “would materially benefit glass, soap, and woollen manufacturing as well as paper making, and to do so would be in the direction of wise protection of American industries, and no protectionist can object thereto if he is sincere in his professed belief. The Government does not need the revenue derived from the tax on soda ash, &c., as it is in receipt of ten or twelve millions a month of surplus revenue, and Congress is puzzled how to spend it.” ‑--Quoted in Manchester Examiner, 4th March, 1880.

[26]

I think I have now touched. upon all the debatable points of your letter. I have, as far as possible, avoided figures, believing the question between us to be one of principle rather than of statistics. But the latter lie abundantly around me.

Mr. Wells has pointed out that, for every four millions of your fellow countrymen within the wide circle of your Home Free Trade, the value of the produce passing over your railways annually amounts to about a thousand million dollars, and he contrasts this with your commerce with your Canadian neighbours. They number about four millions.

They are willing, nay anxious, to traffic with you. Under a reciprocity treaty your exchanges increased, in thirteen years, from twenty million dollars in 1853 to eighty‑four million dollars in 1866. In the last‑named year you recalled that treaty, and, notwithstanding the increase of population and wealth on both sides the border, your annual trade now (1879) is hardly equal to what it was in 1866.*

*  David A. Wells, "Creed of Free Trade," Atlantic Monthly, August, 1873,

Whence this enormous difference in the amount of these exchanges ? On the one side of the border to the value of a thousand million dollars for every four millions of people; on the other of only eighty‑two million dollars for the like number. Whence but this ? that, in the one case, free communication is jealously guarded, in the other it is jealously limited !

Well may Mr. Welsh, all Protectionist though he be, desire to include Canada in your Zollverein of States.

Look, too, at the countries on the American Continent south of your border. They are not like your own, lands of settled Government, but they trade largely with foreign countries. Their united commerce, export and import, is thus no less than 520 millions dollars, and only 112 millions of this is with the United States.

Single them out, and each has the same story of international commerce, blighted by your Protective duties.

Chili imports from England 55 million yards cotton cloth; only 4 millions from the United States. Why? Because the   [27]    United States will not take from Chili what she has to offer in exchange. This is mainly copper ore. Previously to 1869 you admitted it largely at 5% ad valorem, and, mixing it advantageously with your native ores, did a large smelting business in New York, Boston, and Baltimore. In 1869 you imposed upon it a heavy duty, with this result, that your commerce with Chili has been destroyed, and those smelting furnaces extinguished.*

* Why we Trade and How we Trade, by David Wells. p. 39.

So, too, with the Argentine States. By prohibitory duties in 1869 you shut out her wool, her sheepskins, and her tallow, and you shut in the cotton cloth and other articles that would have paid for them. Nor has the American wool grower been more benefited. Higher prices and larger supplies prevailed for his wool before than since.*  [* Ibid p. 49.] 

Your experience with Venezuela tells a tale in the opposite direction, but no less decisively. Her great articles of export are coffee and hides. You admitted the former free in 1870, and the latter in 1872. And with this result. That your combined commerce with Venezuela in six years was increased 260 per cent., rising from $3,345,000 to $9,300,000.  I have a list before me of 22 of the principal articles of export. They include nearly all the conveniences of civilized life, from clocks and carriages to paper and pianos.*  [*  Ibid p. 54.]

This trade is illustrative of another pleasing fact. The free import of hides led in the same period to an increase in the export of tanned leather from $4,364,000 to nearly $9.000,000.

I can only briefly advert to the enormous increase in the cost of your railways, a great deal of it to be felt in perpetuity through your protective duties on iron and steel. You have over 80,000 miles, and 200 millions of tons of merchandise are carried over them. They have been constructed at not far from double the cost necessary, had English or Belgian iron been admissible at even a moderate duty.

"What this result," says Mr. Wells,   “practically has been, may be illustrated by stating that, in 1872 the Michigan Central    [28]    Railroad relaid the track at Detroit with steel rails, costing $97 (gold) per ton, while at a distance of half a mile (across the Detroit River) the Canada Southern Railroad was laying down the same kind of rails at a cost of $70 (gold) per ton.  Will the reader here ask himself, who pays the tax thus levied, in perpetually, on this road, or what is the same thing, on the privilege of using it, and whether any corresponding benefit, in perpetuity, accrues, from the, tax?”*

* Atlantic Monthly, August, 1875.

At the moment I write (March, 1880), our iron merchants will undertake to lay down, in New York or Boston, iron rails at $54 per ton, and steel rails at $56, now with your heavy duty selling at $65 and $80 respectively.

Heaven knows how many hundred millions of dollars more than were needful your great civil war cost through your Protective duties. That war was needful; but war, at the best, is destruction. Its raw materials should, therefore, be bought as cheap as possible. You made them as dear as possible. Every four years, it is calculated, your Protective system costs you equal to your war debt, now standing at 2,300 million dollars.

I think it was Mr. Carey who said that the best thing for the United States would be that the ocean should be a lake of fire, impassable from either side. What would your Agriculturists, now finding in foreign countries a sale for 550 million dollars worth of their produce, say to this?

And here, indeed, lies the great weakness of your position. Those Agriculturists are not and cannot be protected. The price of their produce is settled at the ports of delivery. Their returns must be, directly or indirectly, in foreign produce, and before they can receive it they leave to pay inordinate duties. In their exports they have to meet the competition of the world. In their imports they have to pay heavy redemption money to their own Countrymen.

Now, the growing Power of the South and West will not stand this much longer.

Says Mr. James Thornely, Commissioner of the "Textile Manufacturer," in his exceedingly fair and judicial report:​--

[29]

     * * * "Since 1874 wages have been reduced in the American cotton manufacturing districts by as much as 46 ½ %   * *   I not only talked with intelligent operatives, and heard their complaints about the great cost of clothing, &c., but I went out West, and heard what the farmers had to say about Protection. The opinion I came to was that the imposition of Protective Duties in America is not only felt by agriculturists to be an injustice, but that it is a source of danger to the Union. I should feel that we ran Great risk of a European war if I heard bitter expressions uttered by Englishmen towards any Continental nation, such as I heard from farmers in the South‑west towards the manufacturers of New England. This may, of course, be a remnant of the sore left by the war, but even if such be the case, it is the feeling that an injustice is perpetrated that keeps the wound from healing."*

* “American Competition in the Cotton Trade: the Truth about it.” By James Thornely, Special Commissioner of the “Textile Manufacturer.” Manchester, 1879.

Your Agriculturists are, then, your future Free Traders. Right on Free Trade your Democratic party is strong. Wrong upon it your Republican party is weak. Freedom of Commerce will make way in spite of, nay, by means of, party, and it may possibly be that the Party who so long upheld personal bondage may give you commercial Freedom.

Yours faithfully,

            CHARLES ED. RAWLINS.

