
Free Trade 
by MILTON FRIEDMAN 

W E have heard much these past 
few years about using the gov- 

ernment to protect the consumer. A 
far more urgent problem is to protect 
the consumer from the government. 

The immediate occasion for these 
remarks is the bill that is being con-
sidered by the House Ways and Means 
committee to impose import quotas on 
textiles, shoes and other products. 
Such a bill will, like present tariffs, 
raise prices to customers and waste our 
resources. Unlike present tariffs, it will 
not even yield any revenue to the gov-
ernment. The higher prices will all go 
to the producers—mostly simply to 
pay for higher costs. The consumer 
will, be forced to spend several extra 
dollars to subsidize the producers by 
one dollar. A straight handout would 
be far cheaper. 

Tit for Tat 
The proponents of quotas say, "Free 

trade is fine in theory but it must be 
reciprocal. We cannot open our mar -
kets to foreign products if foreigners 
close their markets to us." Japan, 
they argue, to use their favorite whip-
ping boy, "keeps her vast internal 
market for theprivate domain of 
Japanese industry but then pushes her 
products into the U.S. market and 
complians when we try to prevent 
this unfair tactic." 

The argument sounds reasonable. It 
is, in fact, utter nonsense. Exports 
are the cost of trade, imports the re-
turn from trade, not the other way 
around. 

Suppose Japan were incredibly suc-
cessful in her alleged attempt to re-
strict imports into Japan, managing to 
dispense with them entirely. Suppose 
that Japan were incredibly successful 
in her alleged attempts to push exports 
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to the U.S., managing to sell us large 
quantities of assorted goods. What 
would Japan do with the dollars she 
received for her. exports? Take crisp 
greenbacks back to Tokyo to stash in 
the vaults of the Bank of Japan? Let 
deposits at U.S. banks pile up? Jolly 
for us. Can you think of a better deal 
than our getting fine textiles, shiny 
cars and sophisticated TV sets for a 
bale of green printed paper? Or for 
some entries on the books of banks? 
If the Japanese would only be willing 
to keep on doing that, we can provide 
all the green paper they will take. 

The Japanese might accumulate, as 
they have been doing, a moderate sum 
itt greenbacks or dollar deposits or 
dollar securities as a reserve for pos-
sible future needs. But they are too 
smart to do so indefinitely. Very soon 
Japan would take steps either to re-
duce exports or to use the dollars to 
buy imports (by changes in trade re-
strictions, or in the internal price level, 
or in the exchange rate between the 
yen and the dollar). We would again 
be under the unfortunate necessity of 
having to pay in real goods for real 
goods. 

But, you may say, what if the Jap-
anese asked for gold? Like green-
backs, gold would be useful to them 
only as a reserve for further purchases. 
They would derive no current services 
from the gold any more than we do 
from the gold buried at Fort Knox. I 
for one would rather have the useful 
goods than the idle gold. But if the 
U.S. authorities thought differently, 
they could readily refuse to sell the 
gold for the dollars at a fixed price 
of $35 an ounce. In that case, Japan 
would again have only the alternatives 
of greenbacks, deposits, dollar securi-
ties—or buying U.S.-produced goods. 



Hurt for Hurt 
Japan does impose numerous restric-

tions on trade—though in recent years 
she has been reducing them. Those 
trade restrictions hurt Japan and they 
hurt us—by denying them and us 
mutually profitable trade. In Japan no 
less than in the U.S., concentrated 
producers exert a greater influence on 
government than widely diffused con-
sumers and are able to persuade the 
government to fleece the consumer for 
the benefit of the producers. 

However, we only increase the hurt 
to us—and also to them—by imposing 
additional restrictions in our turn. The 
wise course for us is precisely the op- 

posite—to move unilaterally toward 
free trade. If they still choose to im-
pose restrictions, that is too bad but 
at least we have not added insult to 
injury. 

This is clearly the right course for 
action on economic grounds. But it is 
also the only course of action that is 
in keeping with our political position 
in the world. We are a great nation, 
the leader of the free world. Yet we 
squander our political power to ap-
pease the textile industry in the Caro-
linas! We should instead be setting a 
standard for the world by practicing 
the freedom of competition, of trade 
and of enterprise that we preach. 
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Property Rights Basic to human Rights 

THE Aspen Institute for Human-
istic Studies has an executive 

group of business and professional 
men examining widely held beliefs. 

A specific question before the ex-
ecutive seminar and also before lead-
ing scientists and philosophies is, 
when the pursuit of unrestrained 
(economic) expansion raises intoler-
able threats to the quality of human 
life, and if the doctrine of no growth 
is politically and morally unacceptable, 
how do we determine the desirable 
direction for economic development 
in the future? 

Two widely held beliefs to be ex-
amined are: (1) air and water are 
free commodities, and (2) most land 
and resources on it and under it may 
be used in accordance with the un-
restricted desires of its private owners. 

These deep questions may well be 
resolved by defining property rights, 
asking first, does man belong to him-
self or to God, or can he belong to 
another person? 

If a man belongs to himself this is 

truly a basis for human rights, and 
then it follows that the products of 
his labor are his and he may sell or 
give his contribution to the productive 
process as he sees fit. 

This is a far reaching conclusion, 
for man did not Create our planet. 
Man may be said to live on land hold-
ing it in trust for further generations. 
His human rights to all he produces 
on land then are subject to his ob-
serving the equal right of all other 
human beings to "his" land. 

This is quite different from English 
Common Law by which monarchs 
granted titles in perpetuity to their 
friends. How did the monarchs retain 
such rights? By getting "subjects" to 
fight for it, against other human be-
ings, some of them other monarchs. 

If human rights are defined as the 
right of a man to himself and his 
contribution to production, then pro-
tection of this right is the only pos-
sible basis for property rights. 

—LANCASTER M. GREENE 

HENRY GEORGE NEWS 


