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One major theme of Hermry Beorge'’s life work was that
free trade serves human welfare. Protection (restriction is
a better term) does needless harn.

He wrote brilliantly conmdemning the use of the coercive
power of goverrment to restrict cpportunity to buy and sell
across natiornal boundaries. For ancther occasion I gathered
a few selecticns from PROTECTION OR FREE TRADE. Anmyorne who
wishes may have a copy from the AMERICAN JOURNAL OF
ECONDMICS AND SOCIOLO6GY.

“Free" and "freedom” are terms whose gemneral sense we
urderstand. At the marpins of application, as it were, they
do have elements that can be subject to debate. For present
purposes, however, we cam think of freedom as being limited
by goverrmentally (politically) created restrictions on what
humar beings may do. ThHe limitaticors inmposed by govervment,
one must recognize, may pravide support for private actions
(moropolistic) that also limit what othevs can do.  For
example, "voluntary"” restrictions on the steel and autos and
textiles that way be exported from other courntries to the
United States embody, in fact, goverrnmental actions. They
burden Americarn consumers without yielding reverue, as wowld
a tariff. '

Growth of International Exchannpe

Buying, selling, and investing across matiornal
boundaries are not as free from governmerntal restrictions as
George would have wished. But the mammoth size——and it is
mammath——of transactions today must testify to both
opportunity and its successful use.

There has beern growth. Measuwrement of the increase
from decade o decade presents problems. Trhe creaticn of
two or mere countries, where there was one, has sometimes
made what would have been domestic trade into international
-—kEast-West Germany, for example. New products and services
are not readily compared with those of the past. InfFlat iom
and the use of many new currencies greatly complicate the
use of money figuwres for comparisons over time. The rumbers
callected have srrorg—-various kinds of services, as well as
smugnling, escape counting, and record keeping is
incomplete. Mary final products cornmsist of the assembly of



parts fabricated in several different countries, frequently
by the same multinational company.

Yet a few figuwres are at least suggestive. [Data ta be.
supplied. They will show impressive expansiorn.]

One conclusicm must stand out:  the growth of
international trade, both goods and services, has been very
mreat indeed. The same applies to bath short- and long-term
investment of capital.

Ecornomice Progress

This growth of irmternational trade and investment has
eer part of striking economic progress. Try to compare
economic comditions five or fouwr or three decades agoe with
those today, (I sugpest S0 years because it was then that
the United States was embarking on its campaign for the
reciprocal reduction of tariffs. SBecretary of Btate Cordell
Hull had succeeded in getting awthority to use treaty power,
as apainst Dorpressiomal determirnation of specific tariff
rates.)

e 8. population today is 248 million (115 million, or
90 percent, move than in 18339). The increased rnumbers of
pecple have also raised their levels of economic well-being.
Adgusting for inflaticrn, one finds that personal consumption
expenditures per capita have risern by around 1350 percent.
Sirice World War II the populations of many other, but rnot
all, lands have likewise achieved remarkable improvement in
levels of living.

One source of what has been the substantial human
accompl ishmernt of higher living standards for more persons
has beer the opporturnity to deal more freely across national
bouwndaries——buying and selling goods, the provision and
receipt of services, and the irnvestment of capital. . 5.
Bross Natiowmal Product in today's dollars is nearly 20 times
that of 1250 (well after World War I1). Foreinn trade
inereased, relatively, @ver mnooe. Exports from this country
are arocund 25 times, and imports 30 times, as high. {These
figures show orders of magrnitude, not precise amounts.)

Bernefits of Free Trade: M Few Words on a Subject That
Deserves Mawny

When Foreign trade grows from year to year, people must
not only expect to bewvefit, but alsao suecceed in doing sSco.

The reason for, and sowrces of, benefits from exchange
deserve note, even though space limitations restrict us.

Nature did not distribute resowrces equally aver the
world., Climate and conditicns vary. Denver carmot
aceommodate ccean 1iners. Copenhagen does rnot of fer good
comditions For skiing. Fortbunately, exchanpe can overcome
abstacles that irvhere in nature. Residents of Denver drink
coffee, and Darnes ski. Iv short, we can overcome the
effects of obstacles growing out of the way the world was
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created. Domivg so often reguires movement across national
bhoundari es.

It is wmot only natuwral resouwrces that are distributed
unenual 1y, Through history the accuwnmulations of capital
eguipment and humarn skills differ widely over the world.
Trade permits consumers and producers, even those in lands
not yet developed, to draw through international commerce
upor Facilities in other couwntries.

Peaple in one area (nation) can bernefit by specializing
arid ntilizing intensively those resowrees that are
relatively plentiful at home, and importing goods and
services that are relatively more plentiful elsewhere.

The divigion of labor-—--specialization—-permits human
beings to develop skills., Goods and sevvices that wouwld be
utterly wnobtainable can be had when people specialize and
exchange. Intricate and expensive equipment canm be wsed
whern ernough customers can be served to permit the costs to
e recovered. Comsumers who cowld not possibly afford such
production facilities can reap thelr fruits by exchanpge, not
only the exchange that is possible within the boundaries of
their own country but over the world.

For many reasons larger volume often permits lower cost
pey uwrit. There are economies of scale-—the larger the
scale of cutput, the lower the cost per umit. The lowest
eost, bernefiting all customers, may require volumes of
ocutput For which markets in jgust one country are too small.

The freer that trade i over the world, the greater the
frorces of compebition. Tendencies toward monopoly are
weakerned by competition in a larger area. As obstacles are
reduced, opportunity increases for more and more human
beings——and in ways beyond the obvious.

Despite the bernefits of freedom and the burdens fram
restrictions, govermments continue to impose obstacles-——mari—
made impediments to the achievement of higher levels of
Tivirgg. But, through painmstaking effort, charnges that Hewry
George would have praised have beenm achieved.

Moves to Reduce Man—made Rarryiers and to Erect Mew Urnes

The last half century-—especially the period after
Wordld War Il-—has seen drastic reduction in tariffs and the
freeing of carrency movements and investment. Moreover,
agreegments among goverrments to resist pressures to erect
mew aobstacles have undoubtedly headed of f moves to oreate
new barriers and to raise old ones.

Scune Examples of Tariff Rate Reductiorn

No ane can krnow what would have come about in the
absernce of the Lerneral Agreement on Tariffs and Trade
(GATTY, with its bubttressing of Fforces of freedom.

Political leadership continues generally tao endorse support
for encouraging trade. {lLip service 1s not always matoched
by action.) The widely articulated intellectual support fooo
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freedom may have had imspiration in Hernry George’s work, but
army cormection 1w Forming opinicm will have been rather long
AL,

Today, however, there are still all too many
restrictions and pressures to oreate new ones, chiefly norn-
tariff bharriers. There are quotas and cther guantitative
restrictions, such as "voluntary" agreements, oorderly
marketing arrangements, arnti-dumping rules, sanitary codes,
and  so0oor.

Hernry George's world did not know many of the kinds of
restrictions imposed boday. Human ingerity finds rnew ways
to use, or propose bto use, the compulsicorn of govermment to
impair freedom of trade and investment, devices to oreate a
"rew protecticonisms” Rationmalizations for doing so
challenpe those of us who advocate freedom. For example,
poalicies o regulate apgriculture for domestic reasons have
led to new impediments to world $rade. For a time, but less
sz today, I feel, plarmmers for the development of poor
ecomomies ofbterm believed trade restrictions could be used to
agdvance progress. Mercantilist-type considerations to
sErcourage @xports account fooo some government export
subgidies that lead obther governments to complain of
unfairness and counter with obstacles. Actual or allepged
dumping, e€.g., selling abroad at prices below those at home,
may lead others to inpose bhurdens such as UL 5.
countervalling duties. Euy American laws give domestic
sellers preference. Some povermnments impose domestic
comtent reguirements, .., 50 percent of the final value of
a product must consist of domestic input (labor and
components) .

PROTECTION OrR FREE TRADE, written more tharm a century
apoy  cowld nob discwss some of today’s realities. Yet
feorge’s reasoning stands. The case for freedom, for
opportunity, remains overwhelmingly convineing.

Why Pyopose Restrictions ("Protection”)?

Today, Jgust as a century ago when Herry George
presemnted the case for free trade, there are advocates for
restriction. {The term "restriction” seems preferable to
"protection, " with its cormotations of something good.)

Some arguments are the same. But there are elemernts that
are moadern. Space considerations limit comments here.

et us note a gerneral reality of great sigrnificance:
always there will be what someone believes to be copportunity
tor do good things by somehow concentrating onm a relatively
zmall range-—but wnot "Ffor free." There will be costs. They
may be completely ov largely hidden. Typically they take
small amourts from each of many to provide relatively large
hernefits for the few.

This type of imbalarnce exists often. For example, the
broadeaster gust told me and millions of octher listerners
that sugar makes up only a small fraction of the price of a
cantdy bar. His message: " You get a bargain.” RAs an
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geonomist, however, 1 know that U.5. trade restrictions keep
sugar prices in this country at a multiple of the free world
market price.

Where discrepancies—-much for a few taken from
millions in small amcunts——result from free cholce, such as
patronage of professional athletics, one can approve
{without necesarily applauwding) the choices of others. But
when the coercive power of govermmernt is used to force some
o many to pay others without any assuwrance, presumptiorn, oo
perhaps even pretense, of informed consent, must we not
condemn the process?

I carmmct vouech Ffory, but I can believe, figwes that
report that  more tham twice as many Jobs have been
destroyed in WS, companies using steel (many in export
producticm) than have beern saved iy steel productionm as a
result of restrictions on steel imports. Such restrictions
permnit U.5. steel companmies to charge higher prices. The
limits on the import of autos from Japan made American
consumars pay more Ffor cars thanm they would have if the
mar-ket were free; the presumed berneficiaries, employees of
ankto companies, generally get higher compensation relative
to effort and skill than most Americans. The program was
advarced and put irtc effect with talk about the bernefits,
which are to a relative few, and only minuscule attention to
the costs forced om the far larger nunbers of consumers whio
were to suffer (and continue to do sod.

The few have incentive to devobe corncentrated effort.
The many have so little at stake individually that they
carmot afford to organize and press theilir interests.

The infant industry arpgument does have appeal. Much
evidernce confirms the reality of the learning curve-—costs
decline as producers Qain BXperience. GFetting intao such
posit ions does provide strength for expansion and
competition in the world. But converting a theoretical
possibility imto practical, real-life achievement does rnot
work oot (Herey George’s figure of speech).

The use of tariffs and octher restrictions as
ingstruments for bargaining bas received support in Congress.
The usual case says to Fforeiom anatiowms, in effect, "We shall
impose burdens on fAmerican consumers to induce you to reduce
barviers that restrict exports from the U.5. (and burden
youwr comsumers). . Or, "Your companies are selling to
American conswoers for less tham to yowr domestic consumers-—
~dumping; we will therefore impose burdens at home that
reduce this unfair competition For Americarn producers.

Let us keep ocwr eyes aopen to see whether results can be
deternined and evaluated. I am skeptical about what will
result. The retaliation to be expected can start a series of
responses bthat lead to deplorable results.

Another consideration for the United States differs
from anybhing of Herry Georpe's day-—consideration for the
comtinuing deficit in the balance of international payments.
Will mot putting guotas, tariffs, and other restrictions on
imports help to reduce imports and improve the balance of

5



paymernts?  Probably ot mach, 1if any, and at excessive cost.
But orn these matters, in a world of flexible exchanpge rates,
o encounters complexities and uncertainties. Experts
helieve that trade restrictions lead not to reductions in
balarce of payments deficits so much as to lower real
iriceones.

Natiomal deferse looms larper in American life today
than in Herry George's day, and it deserves respect in the
formulation of ecornomic policy. BEut what, really, will
serve natiomal defernse? This guestion reqgquires far more
than the testimony of parties directly interested. I would
he reluctant to pass judgments on specific cases but am
inclined to be skeptical, especially as to the effectiveness
and efficiency of trade restrictions as a means of serving
the mational defense.

Foreinm Policy

Complications arise from the use of international trade
and finamce to try to help inplement foreign policy. A
variety of objectives is sought. In matters of foreign
pxlicy and trade, economic resulis do not include all that
will be taken into account. Evaluation carmot rest on
reasons that would be adeguate in a straightforward woeld.
e thinks of prohibitions applying to trade with South
fAifrica, Nicaragua, North Korea, the Republic of China, Iran,
arnd the Soviet Urnmicor.

Ore set of considerations invalves the desirability of
the rnormecononic Fforeion policy goals. Are they highly
meritorious?  Or are they of dubicus merit? Or definitely
w7

Thewn there will be consideration of the effectiveress
of the trade restrictions in achieving the goal{s).  Will
they really help? Predicting what is likely to come will
irmvolve guestioms. What retaliations may be imposed?
Evaluating what seems to have resulted in somewhat similar
cases, 1f any, will be difficult.

Thern one must ask the cost relative to the probable
bernefit. Will pgererally friendly courntries cooperate, or
try to take advantage of rnew opportunities to fill gaps left
by the U.8. withdrawal? And no good answer may be
available. The reactions of obthers are unknowable, although
ove may draw uporm some past experience for guidance. While
reason and available evidence may lead to likely
conclusions, most often one deals with unigue situations
with mo comparable precedents.

The domestic industries affected may, o may not, be
able to supply useful informatiorn. Carn biases be adequately
measured? Some fAmerican farmers did rnot welcome embargoes
ovr the export of graim to Russia. Interrelatiocns among
parts of the ecomomy and of the society as a whole carnmot
all be takewn account of adeguately.

I wish that in good conscience I could endorse general
prinoiples about the use of restrictioms on forelign trade
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arncl irnvestment for varied noneconomic gosls of foreign
policy. BEut such presumption would not be responsible.
Conmditioms differ. What is clear is the rneed for the best
arnalysis possible, kept up to date. There is also need for
keeping opewn the opporturnies for revision o abandornment
when conditions warrant. Beware of coreating mew special
interests resting upon the trade restrictions.

The temptaticom to misuwse potential by positive
arguments for foreipgn policy goals can be strong. This
whoale range of conmsiderations presents disturbing aspects.
Arcd ore must also recognize that forelgn palicy goals can be
hampered by trade restrictions growing out of domestic
politics. LS. sugar regulations hurt the Philippirnes and
some Caribbean and Central American countries that the
United States would like to see i better comdition
ecomomical ly.

Chodces For Georpists

For a group like cows there may well be a guestion as
co bhe division of our limited resources of time, mowney, and
interest between issues of land and those of freedom of
intervat ional trade. Marny of us have concentrated on
matters of land policy. These issues are important, and we
all krnow that accomplishments over many years leave much to
be desired. We see that human wel fare could be advanced by
taking steps that are possible in revising the taxatiom of
property. Short of the long—run goals we seek, there are
attainable objectives Lo keep working for.

On qgquestions of land policy, the scernes of action in
this courntry will be local or statewide. And there are so
maryy localities! Compared with the potential for buman
benefit, what we can realistically hope to achieve will be
distressingly limited. Where property taxes are highest
(some older cities and some suburbs) and thus the potentials
for benefit from owre message the greatest, the ocutlock for
major change must seem less btham praomising. Ir
Permsylvania, where success stories are realities, the
portion of the proaperty tax embodied in charnge is less than
the whole. (School taxes, for example, are not included.)

But we are, I believe, the only organization carrying
the message of land value taxation. What pgets dorne through
persuasicon will be what Geomrgists and their associates do.
Ary let—up on our part wonld reduce an effort that is
already small relative to the magnitude of the challewnpe. I
see little public interest, but that interest must rnot be
allowed to Flicker out.

Intervational trade and firnance, in contrast, are
subjects of wide concern. Every country faces current
igsues of foreipgn economic signi ficance. The daily rews in
the United States and to varying degree elsewhere touches on
matters of trade barriers, currency exchange rates,
international loans, and cownditicons for compet it iorn. The
further reductiorn of barriers to exchange in Ewape



schaeduled for 1992, along with the recent Carnadian—Uwnited
States treaty and the comtinuwing rnegotiations under BGATT,
will keep the issues alive. There are matters for decision
at fregquent intervals. fAiction will bhe required—-—-even if the
decigior is bto do nothing.

Natiocrmal, not local, govermmernts are involved. In a
semnse, matters of rnaticral scope are at stake, as contrasted
with one community’s, or one state®s, consideration of
proaperty tax revisiorn. And large amounts, both financial
aried real, can be involved in trade acticonms that may hinge on
small differermces betweern two sides. Tipping the balarnce
arer way or the other can result from just & little more or
less effort and pressure by the public.

The temptationm, then, to shift ocur efforts to freer
irternaticrnal trade will be immense. Might we not hope to
make a difference ivn the debates that will be taking place?

Georgists would, I believe, be less concerned with
speci fie issues of detail tharm with general principles. Arnd
as Herry Georpge Knew, principles are impoartant. Our
potential lies in providing the public with the kind of
statemernt of privciples that Hermry Georpge has given.

His larnguage is so vivid that it can serve today. It
s tineless, Does the fact that Georpe's words have existed
for more than a century mean there is rnio reed to repeat the
message? Ry mo means. Ny more tharn & handful of persons
active today will have read Hemry George on free trade.
Whatever public opimicm inm this country and elsewhere today
seensg to be, the depth of comviction as to principle of
ecorncamic freedom can certainly use support. Where 1t is
weak, acdditiomal effort onm owr part could contribute to
construct ive action.

' However, unlike their role in property tax reform,
Beorgists would mot be the only advocates of the principles
of internatiormal ecornomics we endorse. There are octhers
providing support foorr freedom of intermatiomal excharnpe—-—
for Fewer obstacles. Not all carry the full messape we
would hope to convey. But ocur role in support of free trade
wld be less corucial thanm it is in owr efforts for property
tax reform.

Free trade deserves our continuing support, but we must
rever forget thalt we have a big jJob to do in propervty tax
reform.,



