Source: Wayland & Chapin,

Principles of Political Economy, (1886)

EXCHANGE:  THE PROTECTIVE TARIFF

[376]

The fact that the protective policy has had the sanction of long usage, and is still sustained by the advocacy of not a few wise trod able statesmen, must be admitted, and at first view it seems to have weight in the discussion. But tracing the policy back in history, we find its origin in the old doctrines that nations are natural enemies to each other‑drat in every profitable exchange what one gaits anus! be, another's loss‑that commerce can benefit one country only as it injures another --- and that, according to   [377]   the old Mercantile System, a nation's wealth is increased only as money is brought in and held fact. These false doctrines formerly led to most harassing restrictions on all commercial intercourse. The different trades were organized as rival and hostile guilds, each fenced round with secrets, and endowed with peculiar privileges. Tolls were collected at every city's gates on all goods brought in. Each nation sough to build up its own industry by breaking down that of others. Happily with the advance of civilization and improved facilities fur intercourse, other and better views have supplanted those old doctrines, and the absurd regulations have been for the most part abandoned. Yet the protective theory still lingers the last phase of feudal isolation, and strange to say, roles with strongest sway tire policy of our tree republic. One reason for this is that what the few protected manufacturers gain is obviously clearly seen fry all, while what the many consumers lose is concealed from view. If the losses of the million were as patent and palpable as the profits of tire few, no nation would tolerate tire system for a day.

Furthermore, to any one who has studied the tariff discussions in our Congress for the last fifty‑ years, it is plain that it is almost impossible to secure there a fair consideration of tire question on its merits. Personal and party interests sway the decision far more than a regard for tire highest general welfare. One who has carefully investigated tire matter sass, "It can be historically demonstrated that no protective duty was ever laid in the United States from tire beginning of this government till this hour, except at the instance and under the pressure of the very area who expected thereby to get artificial prices for their wares at the cost of their countrymen." "The strength of Protection has been in the greed of men who hoped to be aggrandized thereby." We are not justified in saving that alt who, in our national legislature, favor protective tariffs   [378]   are swayed by the lobby force, of able men, backed by a great money power, who watch closely all tariff discussions; but it is plain that between that influence and considerations affecting the ascendancy of this or that political party, it is not easy to find a statesman whose vote expresses an independent, disinterested judgment on the subject. The tendency is now strong throughout Christendom, to set aside past usages and throw off all artificial restrictions on international trade. It is certainly to be hoped that our government will not long resist the spirit of liberty and fraternity which is rallying all nations to mutual good‑will and co‑operation.

Positive Objections to the system of Protection are urged by the advocates of Free‑trade, on account of evils which proceed from the actual operation of the system as follows

1. Protection introduces and fosters antagonism between the different industries of a country. The idea of giving protection to every branch of industry is absurd. The theory implies special encouragement to the production of certain articles. But when government interferes to favor one industry by raising the price of its products, it taxes all other interests. The duty on foreign coal is a benefit to those who work our coal‑mines, but an injury to every manufacturer who uses coal. Hence collision of interests between the producers and the consumers of coal. The wool‑grower finds that the duty which protects the woolen manufacture increases the cost of his clothing, while the competition of cheap wools from abroad keeps down the price of his product. He applies for protection. But if granted, this will reduce the manufacturer's profit, and be protests and resists. Thus two parties whose interests are really one, are set against each other in a conflict injurious to both. The boot and shoe manufactures of our country,   [379]   through the Yankee genius for invention, with no special protection, grew naturally into one of our most profitable branches of industry. But a duty laid on leather and hides, for somebody's protection, robbed our manufacturers, in part at least, of their rightful advantage in the world's market. The duty on foreign steel profits thirty-five hundred persons engaged in the direct manufacture of steel in the United States to the disadvantage of two hundred thousand who use steel as raw material for tools, etc. ‑‑‑ and at increased expense to fifteen hundred thousand who have occasion to use the products of steel. The few more easily combine to perpetuate their advantage, on account of each one's large and immediate interest; while the disadvantage is distributed in smaller proportions to the many and their eyes are only half opened to discern its measure and its cause. But the conflict begins to be defined and the issue must in due time be joined.

2. The unnatural stimulus given by protective legislation leads to over production and consequent stagnation and failure. The first effect of a high duty is to raise prices and so to increase the profits of the protected industry. Men eager to get, this advantage turn capital and labor into this form of production and push their business with great zeal. Old establishments are enlarged, new establishments are hastily and ignorantly set up. They are run by untried managers, worked by inexperienced hands and turn out an imperfect product in great profusion, till the market is glutted, prices decline, and the end is stagnation, and with many, bankruptcy. No branch of industry in our country has been more clamorous for protection than the iron interest. None has been more constantly favored, and none has suffered more from these fluctuations.

[380]

3. Protection diminishes the legitimate revenues of the government, at the same time that it lays a heavy tax on the people. A government must be sustained by revenues derived from taxation.  The imposition of equitable duties on imports is admitted by the advocates of free trade as a legitimate mode of raising a revenue. A strictly revenue tariff has no disturbing influence on trade, nor does it conflict with the free development of a nation's varied industry. But a protective tariff has another end in view. That end would be most fully attained by duties high enough to prevent altogether the importation of certain articles. If it attains its end in any degree, it must restrict importations. In either case, it  reduces the revenue actually derived from this source. Meantime, the whole  community is taxed by the extra thirty, sixty, or whatever per cent is added to the price of every yard of silk, and every pound of iron, etc., consumed.

 4. The policy of protection, in its application must be unstable, disturbing the course of industry by frequent changes. This follows inevitably from the conflict of in​terests referred to. As soon as a high duty on iron shows its effects in prices, all who use iron as the material of their industry begin to clamor for a change of the tariff in that particular. Again, the advantage which protection gives is eagerly sought by all. Hence on the one side, a pressure to extend the tariff list, is resisted on the other by an effort to make the singular privilege exclusive. Under these influences, it is impossible to settle an order which shall be permanent. It is a historical fact that scarcely a session of our Congress passes without attempts to change the tariff. It never is nor can be made satisfactory to all. This changeful legislation works disaster on particular enterprises, and throws uncertainty into all arrangements and plans of business. A protective tariff can never be made   [381]   fair and equal to all, for its fundamental principle is an unjust favoritism against which those not favored instinctively protest and contend.

5. Protection tends to demoralize our national legislation. The so‑called "lobby influence" at Washington has become proverbial. It is an influence which works to carry through enactments of law by regard to private interests, rather than to principles of right applied to the public weal. The lobby is thronged with representatives of certain manufactures seeking to obtain or to perpetuate special protection. They use money freely, not perhaps in the way of direct bribery, but in a way to work influence. The consequence is that, to a great extent, legislation on the tariff is determined by the bearing of certain measures on a pending election, or on interests which especially concern the constituents of congressmen. Bargains are male to combine the friends of separate measures, when votes are given. This mode of disposing of questions becomes habitual. It opens the door for subsidies and other corrupt measures. All proposed acts come to be judged of not. by their real merits as right and good for the state as a whole, but by their relation to personal emolument, place and power. Genuine statesmanship is thus over‑ruled and degraded. These tendencies are not to be charged wholly on protection. But it is evident to every careful observer that these corrupting influences are the natural outgrowth of this policy, and concentrate around the measures which it dictates.

6. Protection. tends to corrupt the public morals and the public service. It offers strong temptations to the violation of law by smuggling. Against this temptation, the consciences of men oppose but slight resistance, because the tariff law rests on no grounds of absolute right. On   [382]    the contrary, it is easy for men to persuade themselves that these enactments :ire unjust. Respect for the law and its force, as a rule of action generally, are thus impaired. The nice sense of honor and right is deadened and the making of false invoices, the swearing of false oaths and direct bribery at the custom‑house are regarded as venial sins. Very naturally, government officials are drawn into direct collusion and partnership with these crimes and betray the sacred public trusts with which they are charged. The corruption which thus attends the collection of duties at the port of New York is notorious. Honest importers have been at times compelled to abandon the attempt to bring in foreign silks, paying full duties, because the market was full of smuggled goods. The same thing is true of many other articles on which the ditty is high. The Hercules who is equal to the task of cleansing that Augean stable, by some measure of "civil service reform" has not yet appeared. The evil is so inherent, that there is reason to believe it cannot be eradicated except by the overthrow of the system; meantime it is diffusing a subtle moral poison through our whole body politic.

Historical Results are often brought forward with confidence by the advocates of protection. The historian Froude says "It often seems to me as if history was like a child's box of letters with which we call spell any word ice please." In the use of this kind of argument, there is constant danger of running into the logical fallacy of "non causa pro causa" ‑‑‑ of giving a mere coincidence the force of a cause. The remark is especially true concerning the subject before us, because what seems like a state of industrial and commercial prosperity is often illusive, and where it is real, it is the effect of many causes combined, or the resultant of opposing forces. Thus the wonderful activity of business in our country just after the late weir closed,   [383]  was generally considered as betokening sound prosperity. Later experience has shown that the nation was then acting under the wild delirium of a burning fever.

It is a fact that the Jewish money‑lenders in mediaeval times, grew rich and thrived when persecuted, defrauded and oppressed without mercy by kings and feudal lords. Shall we say that their wrongs were the cause of their thrift; or that by their persistent energy under the passion for gain, they grow rich in spite of oppression? So also the industry and commerce of European cities from the twelfth to the fourteenth centuries steadily increased amid hostile rivalries between themselves, narrow restrictions on conflicting guilds and constant exposure to plunder by robber barons. It would surely be a mistake to say that the subjection to these rivalries, restrictions and robberies was the cause of their prosperity. It is a fact that in England, the protective policy has been till within the last forty years, persistently and vigorously maintained. It is also a fact that while this policy prevailed, England grew in wealth and power through her manufacturing and commercial industries. But does the coincidence of these two facts in time establish the relation of cause and effect between them? The truth is that where there are large material resources in a country, and vital energy in its people, industry will develop wealth in spite of all obstructions, just as from the vital force of an acorn dropped into a cleft of the mountain, will spring the oak, in its steady growth rending the rocks that cramp its roots, and defying the whirlwinds that twist and strain its gnarled branches.

Until within the last half century, the protective policy has ruled the industry of the world. Free trade has had scarcely a chance to try its experiment. Yet its principles have been clearly illustrated and sustained in the hundred years' history of our nation's independent life. The states of our republic, in their extent of territory, their diversity   [384]   of resources, the varied races and endowments of their population and their distinctive interests, constitute a world by themselves. Fortunately, our constitution forever forbids the protective policy to restrict their trade with each other. A broad arena is thus presented for the experiment of free trade. For more than forty years the course of that experiment has been watched in the unfolding growth of the young state of Wisconsin. Her main industry was at the first and must long continue to be agriculture. But as population bas poured in, and agriculture has yielded a surplus of home‑capital, and a basis of credit has been laid for the introduction of eastern capital, every kind of industry suited to her climate and conditions has been successfully established. Her mines have been worked, her water‑powers have been utilized, villages and cities have sprung up spontaneously, and the diverse genius and taste of her sons have found at home ample scope and stimulus for profitable exercise. According to the theory of protection, the competition of New England manufactures, brought in freely by the best facilities for transportation, should have precluded the making of like products here. But the facts are all against the theory. ,Woolen factories, cotton factories, shoe factories, watch factories, iron works, machine shops, paper mills, establishments for making agricultural instruments, etc., all have been started on a comparatively small scale indeed, but with a success and prosperity that promise to be abiding and expanding. This is the result of a brief but fair experiment of the principle of free trade. It confirms every phase of the theory and shows that what is philosophically sound and true is also practically safe and wise.

This discussion may fitly be closed with a few sentences quoted from Roscher, a German writer who treats the whole subject with nicely balanced judgment and good sense.

[385]

"The sacrifices which the protective system directly imposes on the national wealth consist in products, fewer of which with an equal straining of the productive forces of the country are produced and enjoyed than free trade would procure. But it is possible by its means to build up new productive forces, to awaken slumbering ones from their sleep, which in the long run may be of much greater value than those sacrifices."

 "If therefore the protective system could materially promote a national industry, or if  it made such industry possible, for the first time, the sacrifice connected there​with in the beginning, should be considered like the sacri​fice of seed made by the sower; but this can be justified only on the three following conditions: that the seed is capable of germination, that the soil be fertile and properly cultivated, and the season favorable."

“The industrial protective system can be justified :is ail educational means only, on the assumption that it may be gradually dispensed with; that is, that by its means there may be a prospect of attaining to freedom of trade. In the case of all highly civilized nations, the presumption is in favor of freedom of trade, both at home and abroad, and in such nations the desire for a protective system must be looked upon. as a symptom of disease."

"As a rule, only such industries should be favored which by reason of the natural capacities of the country and of the people, have a good prospect of being able soon to dispense with the favors accorded."

"The repeal of an import prohibition, or the abolition of a tariff approaching to a prohibition should be announced long enough in advance, to enable the capital invested in the protected industry to be withdrawn without, too heavy loss."

