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PREFACE.

THE Congress, of which this volume contains the Report, was

suggested at a private dinner given by Mr. Russell Rea at the

House of Commons towards the close ot the Parliamentary

Session of 1907. The suggestion was made by Mr. John de

Witt Warner and Mr. Harvey N. Shepard, two American Free

Traders, who were among Mr. Rea's guests on the occasion.

It was heartily supported by the late Prime Minister, Sir Henry

Campbell-Bannerman, who was also present, and who promised,

if the Congress were held, to give every assistance in his power

to make it a success. His death prevented him from fulfilling

that promise ;
but the Committee of the Cobden Club, to whom

the task of summoning the Congress was entrusted, desire here

to acknowledge their great indebtedness to Mr. Asquith for the

readiness with which he assumed as his own the promise of his

predecessor, and for the manner in which he carried it out.

The Congress was the first of its kind, and was the most

important and representative gathering of Free Traders that

has ever been held. The United States, Canada, Australia.

India, and every country in Europe, except Norway, Switzer-

and, Portugal, Greece, and Turkey, were represented at it ; and

the delegations from Belgium, France, Germany, Italy, and the

United States were specially large and distinguished.

The discussions were on a high level, and they revealed a

startling identity of experience as to the operation and effect

of protective tariffs. They showed that everywhere these

tariffs operated in the interest of capital and against labour.

They showed that wherever the people of a country were depen-

dent on foreign sources for any portion of their food supply.
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the tariffs operated to the advantage of a few large landowners

at the cost of small landowners, tenant cultivators, and the

whole body of consumers. They showed that the producers of

the raw materials of manufacture, such as coal and iron and

steel, were benefited at the cost of the manufacturers depen-

dent on these materials for the production of the finished articles.

They showed that as a means of raising State revenues, pro-

tective taxes were enormously costly and entirely unreliable.

They showed, with absolute unanimity, that protective tariffs

isolated nations and bred ill-will and suspicion among them.

And finally, and with equal unanimity, they showed that Pro-

tection debased public morals and corrupted government at its

very source.

A body of evidence such as this, never before placed at the

service of Free Traders, contributed by men distinguished either

in the field of theoretical economics or in the actual practice of

industry and agriculture, and representing every great country

of the world, cannot fail to have a large and, it is hoped, lasting

effect on the controversy that is being waged throughout the

world on the question of commercial policy, and that finds its

centre at the moment in the United Kingdom. In face of it,

for the people of this country to adopt a protective tariff would

be, not only to restrict their material resources, but to hand

themselves over in many of their most sacred interests to the

management of narrow, selfish, and corrupting influences.

The Committee of the Cobden Club desire to express their

gratitude to the foreign members of the Congress for the very

valuable contributions they made to the discussion of the subjects

brought under review. If in some cases their speeches are less

fully reported than their merits deserve, it is hoped that they

will give consideration to the fact that it is always difficult

to do justice to speeches delivered in a language different from

that in which they are reported.

J. A. MURRAY MACDONALD.
October, 1908.
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The following was the Programme of Subjects as submitted

to the writers of papers. It was, however, understood that the

writers on the second subject were not bound to follow the

suggestions submitted to them for its treatment, but were at

liberty to pursue the plan tha might seem best to them:

1. Free Trade in its bearing on International relations.

2. The effect on Industrial and Agricultural Development of

the Commercial Policy of the State in respect of Tariffs.

It is suggested that a paper on this subject should be prepared by a

selected writer from each of the countries represented at the

Congress, and that the writer should illustrate the subject by
reference to the actual industrial conditions of his own country,

special consideration being given to such points as the following :

(a) The volume of employment of Capital and of Labour, and

the regularity and stability of the employment :

(/>) The national loss caused by the uneconomic employment of

Capital and Labour ;

(c) The wages of Labour, prices of Commodities, and the

consuming power of the people.

It is further suggested that the papers should contain a brief account

of the present position and prospects of the Free Trade movement

in each country.

3. Political morality, as illustrated in the making and operation

of Tariffs, and the establishment of favoured interests

within the State.

4. The Revenue Aspects of Protective Duties.

5. The present utility of Commercial Treaties.

6. The establishment of a Permanent International Committee

for the promotion of Free Trade.



ORDER OF PROCEDURE.

There were in all eight Sessions of the Congress.

The first and second sessions were devoted to a considera-

tion of the fiist subject of the Programme, the third and fourth

to the second, the fifth to the third, the sixth to the fourth, the

seventh to the fifth, and the eighth to the last subject.

Except in the case of the first subject the papers were taken

as read, printed copies of them having been previously cir-

culated among the members of the Congress. In most cases,

however, the writers opened the discussions by giving a

summary of their papers.

In the general discussion a time limit of ten minutes was

imposed upon the speakers.



International Free Trade Congress.

REPORT OF PROCEEDINGS.

FIRST SESSION. TUESDAY, AUGUST 4.

SUBJECT: FREE TRADE IN ITS BEARING ON
INTERNATIONAL RELATIONS.

THE CHAIRMAN : Ladies and Gentlemen, The Cobden
Club tenders to you its hearty welcome at the opening
of this great Congress.

It is fitting, I think, that the meeting of the first Inter-

national Free Trade Congress should take place in the

country which originally made Free Trade the maxim and

principle of its Government ; and we are proud to receive

to-day so many celebrated economists, so many eminent

representatives of the' doctrines which we hold in common.
It is true that at the present moment the prospect of

Free Trade throughout the world may be said to be some-

what clouded, and Protection is advancing in very aggres-
sive fashion, but although in the ebb and flow of public

opinion the tide for the moment may seem to be setting

against us, yet we Free Traders have unflinching faith

in our creed. The cause which promotes liberty at home,
and friendship and peace abroad, is the cause that must

ultimately triumph.
I declare the Congress open, and I will now ask Mr.

Winston Churchill, the President of the Board of Trade,
and the representative of His Majesty's Government,
which is in such cordial union with us upon this great

question, to address you.
The Right Hon. WINSTON S. CHURCHILL (President of

the lioard ol 1 rade) said : I am very glad to come here

A



this morning, and say, first of all, a word of sincere welcome

on behalf of His Majesty's Government to all those repre-

sentatives of so many countries who have gathered here

in support of a great international cause. It is a source

of pleasure to all of us, British members of Parliament,
that this country should at the present juncture be the

scene of such a meeting as this, and that we should find

ourselves holding out hands which are grasped in return

by Free Traders from every other land.

So far as the subject of discussion which is first upon
our agenda is concerned, we in Great Britain have, I think,

a substantial contribution to make. When we are asked

to consider Free Trade in its relation to international affairs

we, at any rate, can produce a substantial object lesson

that it is possible for a nation to pursue a Free Trade

policy, and yet remain prosperous and powerful.
We bring to this discussion, in the first place, the evi-

dences of successful experiment. During the last sixty years
we have indulged in no tariff wars

;
we have fallen back on

no elaborate devices^ or shrewdly, too shrewdly, calculated

plans for negotiation or retaliation
;
but yet we find that our

( goods enter all the other countries of the world on as good
1

1

terms as have ever been secured by any nation through the

7 most elaborate use of fiscal weapons. We levy_no_discrimi-
*

nating duties, nor do we seek artificially to stimulate our

exports ; and yet we find ourselves with a rich and fertile

home market, and able, man for man, to export to

foreign countries, in spite of all their tariffs, more than

twJceasjnuch, man for man
f
as has yet been achieved

by any~ country in the_ world. In spite of the fact

that we levy our customs duties on a very small

number of articles, we find no difficulty in raising an

enormous revenue from year to year ;
and so far as our

Colonies are Ixmcerned, we have found that the extending
to them, without any demand or request for exclusive

preferences In return, all that we may justly and fairly

give from this country, has enabled us to secure loyal,



prosperous and profitable Colonies, and has also enabled us,

when we come to consider our great tropical and eq

possessions and protectorates, to secure for them and for J
dufcbntrol over them, the immense support of public opinion
all over the world^^because they are thrown open freely to

fhe commerce of alfmankind, to buy and barter as they will.

And lastly, we have found that, without making any pro-
vision to protect our coastwise trade, without embarking f

l 'jJ

upon bounties or subsidies for shipping lines, we have been jj
*'

fortunate enough to secure and to preserve, in uney*MHpfiT
measure, the greatest share in the carrying trade of the

whole world.

Now, I say that that is a substantial contribution to

the discussion of Free Trade in its international aspect, for

after sixty years of being ruined, after sixty years of being
walled in by hostile tariffs, of paying, as we are assured,
the taxes of all other nations besides our own, of being
inundated year after year with all the good things from

all parts of the world, rushed in upon us in almost measure-

less abundance, we find ourselves still here unrepentant,
still conducting business on a gigantic and unexampled
scale, and still with a shot in the locker for a rainy day.

But, as Lord Welby has reminded us, we cannot

close our eyes to the fact that many of the most
curious delusions still claim a large measure of popular

support. We know how numerous is that school of (7\

thought, and how powerful, in every country, which

believes that a balance, an adverse balance, of imports
must be defrayed by an immense drain of golden sovereigns.
We know how largely spread is the notion that there/^)
is in the world a definite limited heap of trade in which all^-

ITave to scramble, and which, when it is exnausted, leaves

the unfortunate competitors absolutely starving. We know
how the delusion, that it is possible for a nation to raise

its revenue at the expense of other peoples in other

far beyond its territorial sovereignty and control, is still

widely and persistently shared. How evil in their nature,



how injurious in their character, are all those suspicions and

superstitions! Do they not, every one of them, march
towards a common point of ill-will, of distrust, and of discord

between the nations of the world ? We believe that all these

misconceptions, which are so sedulously fostered, tend only to

breed disunion between all great peoples ;
we believe that

they tend only to delay the march of mankind towards a

larger and a more harmonious synthesis. How absurd it

is continually to employ the language of war, and the

metaphors of war, in relation to the peaceful transactions

of commerced For whereas in war both parties lose

whoever wins, in commerce out of every peaceful
transaction there is an advantage for both parties. The

buyer gains that which he requires, the seller finds a

market for the article he has made. Every transaction

that takes place upon an equitable basis renders a fresh

transaction possible. Every exchange which takes place
between nations renders another exchange possible in

consequence of it. Multiply exchanges and you multiply

goodwill ;
increase goodwill and you increase international

security.

We are often invited to suppose that nations trade with

one another as nations. That is a misconception. Indi-

viduals, in different nations, trade with one another as

individuals, and the most severe competition which the

manufacturer has to face is not the competition of

the foreign importer, handicapped as he .necessarily must
be by the freight and the insurance of his goods, and
the difficulties of bringing them to the local market

;
it is

the competition of his fellow-countrymen within his own
bounds and his own frontiers.

We also realise that the welfare of nations must be

judged actually and not relatively. It does not matter

very much to a man that he should be able to say, "I
have had a much better dinner than you." What matters

is that he should be able to say,
"

I have had enough."
And from all these points of view, is there a single one



which upon the Free Trade side does not lead to an increase

of goodwill, and trust, and mutual confidence between

different races and different peoples ? Is there one of the

counter-propositions of Protection which does not arrest

and delay that great and noble process ?

I am prepared to admit, however, that there is a certain

conflict between the international and cosmopolitan con-

ceptions of Free Trade, and the highly nationalised, the

crudely nationalised, and embattled ambitions which we
see around us in the modern world. There is a difference

unquestionably, and it must be a part of the constant duty
of the Free Trader, of whatever country he may be a

subject or a citizen, to labour to abate undue national

rivalry, and to dissipate all forms of national jealousies.

And there is no form of international rivalry so de-

structive, so perilous, and so crushingly burdensome, as

t In- international rivalry in respect of armaments, whether

by sea or by land. No Free Trader who comes forward

to advocate the doctrines of free exchange can possibly
have completed his work, his battle in life, unless he also

inculcates those doctrines always associated with free

exchange goodwill and peace among nations, retrench-

ment in public finances, and reduction in the preparations
for war.

And, after all, when we come to ask,
" What is the

bearing of Free Trade upon international relations ?
"

I

say that question is very easily answered. It is answered

in one word. The bearing of Free Trade upon international

relations is
*'

Peace/' The fundamental idea of Pro-

tection is exclusion and isolation. The fundamental

idea of j^ree Trade is unity and interdependence.
Hie arrangement of Europe or of the Great Powers
of the world, which our Protectionist friends appear
to contemplate, is that there should be a number of

very powerful self-contained States, producing within

the circle of their frontiers everything which is necessary
for peaceful industry or warlike preparation, indepen-
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dent of their neighbours, requiring from their neighbours
no services, or scarcely any services, rendering them
but few in return, and able to break off all relations,

whether commercial or diplomatic, at any moment
with the minimum of inconvenience. The European
arrangement to which the Free Trader looks forward is

a co-operative commonwealth, a great banding together
of all the peoples of Europe, of Christendom, and

ultimately of the world, so that their affairs and

interests may become inextricably interwoven, so that

they cannot tear them apart even if they would, so that

every one of them is dependent upon every other member
of the vast confederation.

And which of these two philosophies if you can

apply the word "
philosophy

"
to that which has scarcely

ever produced serious arguments in a scientific or literary

form which of those two doctrines or policies, I should

like to know, points the more certain path to the peace
of great communities ? Who can possibly suppose that

the Free Trade policy is not the surest, perhaps in the

end the only really sure, road to international peace ?

My noble friend, Lord Welby, spoke of the Free Trade

prospects being over-clouded. I never was more con-

fident than I am now of the victory and triumph in

this country, and all over the world, of the ideas which

we exalt and respect in common. Which of those two

ideas is winning at the present time ? Is it the isolation

of nations, or is it their union and their intercourse ?

Why, with every year that passes over the globe, with

every improvement in communication, with every
decision of a Hague Tribunal, with every meeting of a

Peace Conference or an International Congress of any
sort or of any kind, the unity of the civilised world,
and the interrelation and interdependence of all civilised

modern communities, is being steadily and irresistibly

advanced. Yes, in spite of the folly of armaments and

tariffs/in spite of the unwisdom of so many of our political



and journalistic hot-heads, the unity and solidarity of

the civilised world grows stronger from year to year,
and almost from month to month. "

All the men
Diderot said,

"
in all the lands have become necessary

another/* And this process of consolidation and amalgama
tion which is going irresistibly forward, which is in the centre

of the whole movement of the modern world, is taking

place, let it be observed, without the slightest loss of

national traditions, of love of national characteristics, of

the culture and development of each community in itself

and for itself. On the contrary, as mankind has become
more united and more civilised, you find that study of

the past, that introspective examination by each race

of its own past, of its own history, of its own innate charac-

teristics, which everywhere is producing a great and innocent

growth, a harmless growth, of peaceful nationalism within

the larger internationalism of the world

Wnat is it that preserves the peace of Europe at the

present time ? Ministers can do something. Kings and

Presidents can do much. And we take every occasion to

recognise the services which many of those who occupy

great thrones and situations of authority in the world have

rendered of late years to the cause of international peace.
We shall ask our foreign friends who are gathered here

to-day to pardon us if, with insular pride, we place as the

leading spirit among Sovereigns in the movement for peace
His Gracious Majesty King Edward VII.

But, in spite of all the efforts which are being made,
and which are growing from year to year, of individuals

and of sections of society in this country and in that, 1

should not feel the assurance which I do of the peaceful

development of European politics in the next twenty

years, were it not for tin- blessed intercourse of trade

and commerce, in combining the liatforis Togetherjigamst
their wills, in spite of tneir wius very often, uncon-

sciously, irresistibly, and unceasingly weaving them

together Tif one solid inferdepericTehf mass. During nearly

j "" > /

r as

i Xto one J /

gama- '



forty years no two great, highly organised, commercial

Powers have drawn the sword upon one another. Crises

there have been, and quarrels and disputes of all sorts and

kinds, grave headlines in the newspapers, long faces pulled

by wiseacres, gnashing of teeth by fierce military and

journalistic men, but something always happens at the

critical moment to smooth away the difficulty before it

breaks into actual rupture. And what is that something ?

It is the prosaic bond of commerce in which all civilised

and commercial States are becoming involved. And sure

I am of this, that the certain impoverishment of everyone,
the crash of exchanges all over the world, the wide-spread
ruin which would go through neutral lands, the arrest of

industry and trade, the collapse of credit upon which

modern communities depend all these tremendous facts,

placed as they are before the eyes of everyone from his own

daily experience, do impose an effective caution and re-

straint, even upon the most reckless and the most intem-

perate of statesmen.

And we find that the great force of capital, the great

subtle, omnipresent influence of capital, is engaged and
interested through every channel, during every crisis, in

averting the opening of hostilities. Well, if capital

is enlisted on the side of internationalism, what of labour ?

Is there not a similar movement towards unity on the

part of the workers all over the world ? Is there not a

great assertion on their part that the toilers of the world

are all members of one great family, are all the bearers

of one heavy burden, and that they will not allow the

sensational combinations of individuals interested in pro-

jects of government or diplomacy to precipitate great masses

of human beings at each other's throats in fratricidal strife ?

No, I do not think we need be afraid of the clouds which

perhaps are gathering. They have gathered before ; they
have been dispersed before, and Free Trade in this countn^

has always emerged the stronger in every attack which has

been made upon it. We may look forward with confidence,
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I think, to the days when the rivalries of nations will be

limited to attaining that just pre-eminence in the arts

and sciences and in learning and in peaceful industry, when
their pride will be to boast the highest development and
the widest extension of comfort and culture among the

masses of the people, and when Custom House Officers

and those who are engaged in the purposes of warlike

preparation will alike have followed the mammoth into a

deserved extinction. When that period arrives, it will be

our pride, who are gathered together to-day, to have taken

a part in the advancement of such happy and such glorious
< < inclusions

;
and it_will be our part in this small island,

I trust, to have kept the lamp of economic truth burning

brightly and steadily during years ot doobt ana disputation,
(lu ting years of darkness and delay, feeling confident that

under trie"m'iTd calm rays ot that lamp tfie time will come
\\ 1 1en all the nations of the earth will dwell iogetherTn

justice and in peace.

The CHAIRMAN : I am afraid we have an inexorable

enemy in time, and in consequence of that we have been

obliged to lay down the rule that, after the first speaker,

speakers should be limited to ten minutes, and I hope our

friends whom we are to have the privilege of hearing, will

not take it unkindly if, when seven minutes have elapsed,

they hear a sound from this bell.

Dr. THEODOR BARTH (Germany) : We are sitting hero

under the motto of the Cobden Club. When Goldwin Smith

formulated for the Club the motto,
"

Free Trade, Peace.

Good Will among Nations," he wanted to show the logical

cohesion between Free Trade and Peace. The same idea

was expressed by Mr. Gladstone 42 years ago in a speech
at the first of the Cobden Club dinners. Trade, he told his

hearers, is not only a law of wealth and prosperity, but a

law of friendship ;
and then he continued :

4<

Every single

transaction, of which thousands and thousands are at this

moment going on between this country and every other, is

forming one single thread in a web of concord woven between
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people and people." "This," added Mr. Gladstone, "is

one of the ideas now made familiar to us, but permit me
to remind you that it is a modern idea." Would an

orator be justified to-day in calling this a modern idea ?

I doubt it. It seems there is another more modern idea to-

day, the idea of economic imperialism, the doctrine that

markets are to be conquered not so much by the intrinsic

qualities of the goods offered to foreign consumers, but by
the force and the prestige, and, if necessary, the arms of

the producing country. Protection always has had mono-

polistic tendencies, and monopoly is based upon force.

Therefore, I believe we may say, just as there is a logical

cohesion between Free Trade and peace, there is a logical

cohesion between Protectionism and force. If you look

upon the relations of the different nations, then you will

find how true this is. Look, for instance, upon the relations

between England and Germany. You know that is a

very interesting chapter of our political history. In most

countries everybody speaks of his own peaceful aims, and
the peacefulness of the

"
Dreadnoughts

"
of his own

country ;
and he speaks, too, of the absurdity of a war be-

tween England and Germany, and of the benefits and the

blessings of peace. That is all quite true, but, nevertheless,

there is a constant ill-feeling, there is a mutual distrust,

based upon the suspicion that some time the open door

policy of England would be changed, that the markets of

the world would be closed by force and by the battleships

of England, and that then it would be necessary to reopen
them by arms.

That is, in my opinion, one of the sources of this constant

ill-feeling. We Free Traders know that the idea that a

Free Trade country could ever come to a policy of shutting
the doors, in order to have a monopoly for a certain trade

or for a certain market, is a stupid one. We Free Traders

believe in competition as a beneficent source of national

prosperity. The open door policy in our opinion is, there-

fore, not primarily a concession to other countries. It is
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a concession to the general and national interests of the

country that adopts it. If this is true, I believe every
leader of peace in the whole world may congratulate himself

that Free Trade England has maintained the sound economic

principles in a period when all the other great nations have

fallen back into the fallacies of Protection.

Free Trade is now by far the strongest guarantee of

European peace. It is a stronger guarantee than all the

Triple Alliances, and Dual Alliances, and Royal visits and

Hague Conferences
;

and I hope that England will

stick to its old policy. This I know, that all the world,
and all the leaders of peace in it, will be indebted to England
if it does stick to this policy. I hope also that common-
sense will be restored on the continent of Europe. There

has been some common-sense even there. In Prussia,

90 years ago, there was a customs tariff reform which

aroused the admiration even of England. You know
there exists a petition of the City of London to the House
of Commons, referring to the Prussian customs reform

as an example worthy of imitation. A policy based upon
such principles, the petition declared, would render the

commerce of the world an interchange of mutual advantages.
The chief author of this reform was Wilhelm von Humboldt.
From his pen are the words in the preliminary report of

1817: "The most prolific source of well-being is trade.

Just as in our own country, in order to advance our pros-

perity, the hindrances to free sale and competition are

removed, so it is undoubtedly for the welfare 'of the nation

and a matter of prudence to grant systematic Free Trade
in our intercourse with foreign nations." That was what
our great statesman Wilhelm von Humboldt said. I am
sorry to declare that among our statesmen in Germany
now, there is no Wilhelm von Humboldt

;
but there is

something else. There are millions of working men in

Germany who understand fully the gospel of the benefits

of Free Trade. Our greatest labour party in Germany
is the Social Democratic Party, as you all know. At



12

the last general election this party alone, this working
man's party, polled three and a quarter millions ofyotes ;

and this enormous afmy^aT voters is to the last man, 1 can

say, Devoted to Free Trade! They^have Tully^ understood

\
that whaT~isT called protection of national labour is in

reality nothing else than a favouring of capital and rent

at the expense of labour. They know that restriction

of international exchange of products of labour means
restriction of the labour market, and means lower wages.

Between Great Britain and Germany there is now a yearly

interchange of goods, which amounts in import and export
to about 100,000,000 sterling, 2,000,000,000 marks.

It is not an overestimate if we say that the economic

existence of at least one million working men, with a capital

of hundreds of millions of pounds sterling behind them, is the

strongest imaginable guarantee of peace against the passions
of chauvinism and jingoism. There is much talk now of

the isolation of this and that great Power. We have a

good many diplomatists who believe that this isolation

is now the principal business of diplomacy. It seems

to me that there is much danger in isolation. Protection

is economic self-isolation ; and it is in this form of isolation

that the greatest danger lies. Free Trade is the best

antidote against it, even a better one than a formal treaty
of alliance. Free Trade is a material alliance in itself.*

Mr. HAjanBt"'N. SHEPARD (United States of America )

said : If we were out upon the ocean on a voyage of unknown

length, upon a ship we could not leave, how careful we should

be to prevent any angry discussion or quarrel to impair
the harmony of the company. And yet that is exactly our

condition. This world is our ship. It is going through

space upon a journey of which we know not the end. We
cannot leave it while we live. Nevertheless, very much
of the time and effort of men from the beginning has been

spent, not in making that voyage peaceful and successful,

but in creating disturbances and misery among the people

* See note, p. 17.
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on the ship. For a little while, in the providence of God,
we are brought together upon this globe. One would

suppose that all our efforts would be bent to make the

voyage pleasant, profitable and agreeable, but it is not so.

We must seek many causes for this. Some of them are

natural, but most of them, I am sorry to say, are of our

own making, and one of the most fruitful sources of all

the wretchedness and misery which come to us to-day is

to be found in protective tariffs tariffs with their unjust

discriminations, and with their teaching of the most
selfish principles.

What, then, are we to do, in order to change this lament-

able condition of affairs ? How are we to win the world

to the motto of the Cobden Club ? How are we to gain
the assent of the common people the plain, common

people, as our great President, Abraham Lincoln, called

them to Free Trade, to peace, to goodwill among the

nations ? In part, of course, by the teaching of political

economy. That has its place. It is something that even

in Protectionist countries, in the United States^ for instance,

you cannot go into one of our universities or colleges and
rind a single professor oF repute in the Department of

rolitical Economy, who presumes to Teach anything like

a protective tariff? In my native city of Boston wo have

ffie largest library in the world that is supported solely by
a municipality, and upon the shelves of the library you can-

not find one book in a hundred which advocates or supports
Protection. Nevertheless the United States is a protective

country. There are no better intellectual teachings in the

domain of political economy and of the advantages of Free

Trade than are found here among your English writers.

No one more successfully exploded the fallacies of Protec-

tion than that eminent Frenchman, M. Bastiat. And yet

to-day France is a protective country ;
and when English-

men leave England and go to the Colonies, or go to the

United States, they do not remain Free. Traders, they
become Protectionists. Every English Colony to-day,
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with scarcely an exception, if there be one, is a protec-
tive Colony.

I was aghast a few years ago at a meeting in Boston of

a club called the "Victoria Club," a club which gathered
in the evening more than a hundred in number. Every-
one present, except myself and one other, were of British

birth, and yet I, and I alone, was the advocate of a Free

Trade policy. The most pronounced Protectionists in the

United States are men who have come to us from Great

Britain. Why is this ? It is because intellectual con-

viction is not enough. It is easy to show that there is a

waste of capital under Protection. It is easy to show that

labour suffers, that wages no longer purchase as much as

they used, that there come gluts and strikes and shutting

up of factories and misery and distress. It is easy to

show that a protective tariff means a tax, the revenue of

which does not go simply to the Government, but largely
into the pockets of favoured industries. It is possible

to show all these things. But these things are not

enough. You must appeal to the heart as well as to the

head if you are going to triumph in this great cause.

You must win the moral, as well as the intellectual,

assent of mankind.

We have been through that struggle in the United

States upon another subject. It was easy to show the

great waste of slavery, that it was an unprofitable kind

of employment of labour, but it was not until William

Lloyd Garrison and his associates immortal names in the

history of the world appealed to mankind that it was

wrong, morally wrong and indefensible, to hold human

beings in slavery, that we won the victory, and human

slavery was abolished in the United States. That is the

way that we must uplift our banner in this cause. I have

no fear in regard to the triumph of Free Trade. Why, it

is impossible that Protection ever finally should win the

victory a cause that dare not come out into the light of

day, a cause that rests upon deception of the people and the
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corruption of rulers. Just as sure as there is a Christianity

which teaches us goodwill among all mankind, just so

sure will the day come and the wisest man knows not

how soon when all the world will be won to that proud

motto,
"
Free Trade, Peace, Goodwill among the Nations."

THE PRINCE DE CASSANO (Italy), who spoke in French,
said he came from a country which was as Protectionist

as the United States of America. In Italy there was hut

a very small minority who tried to spread the doctrines of

Free Trade. It was true that Protection benefited barely

more than a third of the population of Italy ; nevertheless,

Italians did not understand the situation and their losses.

They had an idea that the world ended at the Italian

frontier, or, in any case, that there were two worlds one

within the Italian frontier and the other without and

that if anybody within the Italian frontier made 1,000,

then Italy was 1,000 richer, but if anybody else outside

the limits of the frontier made 1,000, then Italy was 1,000

the poorer. That was their conception.
The words that had been spoken that day, especially

by the President of the Board of Trade, in which he in-

timately connected politics and economics, would be of

very great use to their propaganda in Italy.

He thought that one o! the means of bringing about peace
was to show that Free Trade was based on co-operation, and

that led him to consider the greatest step in the way of co-

operation, namely, the federation of the States of Europe, not

as a menace against, say, America, or as a means of fighting

the supposed but non-existent yellow peril, but the federa-

tion of Europe as a first step towards the larger federation

of all the nations of the world. It was not progress to extend

your frontiers, your progress was to do away with your
frontiers altogether ; and, therefore, he concluded by inviting

the members of the Congress to take part at the Congress
which would be held shortly at Rome, for the purpose of

trying to bring about the federation of the European
States.
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M. A. DE VARICK (Holland) spoke in French, and
said he was more than ever convinced that Free Trade
was the barometer of civilisation. Those nations who

hedged themselves round with Protection were very often

but superficially civilised, and their Protection was based

mainly on the desire of having all that was necessary
for maintaining those huge armaments which were vestiges
of barbarism. The nations had no real antagonistic interest

one against the other. Let the nations be free in their

intercourse, and there would be an end of causes of quarrel.
Twice the Powers had met in official conference with a view

to reduce the armaments, and twice they had failed to

find any means of doing so. Let there be, then, a conference

to restore the natural rights of trade and commerce. Let

them endeavour to disarm first from the economic point of

view, and then it would be comparatively easy to disarm

from the military point of view. He submitted a

resolution as follows :

' ' The Cobden Club proclaims that the third Peace

Conference should inscribe on its programme of subjects
Universal Free Trade, as being the most effective means of

preventing international conflicts, of arresting excessive

armaments, and of securing the peace of the world."*

Mr. A. ROSENTHAL (England) said that originally he

was a Protectionist, and that he contested a seat at the last

election as a Protectionist. Closer study and investigation,

however, had made him a convinced Free Trader. Nothing,
he believed, could stop the march of progress towards

universal Free Trade and universal peace.
Mr. T. SHERWOOD SMITH (England) said that he was

probably the oldest Free Trader at the Congress, the son

of a father who gave evidence nearly a hundred years

ago before a Parliamentary Committee on the effect pro-

duced by the passing of the Corn Laws on the Colonial

* The committee charged with making the arrangements for the Congress
had decided that no resolutions were to be submitted. This resolution was,

therefore, not voted upon.
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trade and the agricultural industry in the West of

England.
Free Trade must be the aim of all who desired to see

their country happy and prosperous. The free exchange
of commodities was a law of nature and could not be

violated with impunity. A lax on any article must, of <

necessity, increase its cost to the consumer, who would

have less money to buy other things, so reducing production
and increasing unemployment. Before Free Trade could

become universal all monopolies must be abolished. When
that time came we should have universal peace and pros-

perity among all nations, bound together by the ties of

mutual interest and goodwill.
Sir WILLIAM BAILY (England) said that he came from

Manchester and was proud to be the son of one of the

first members of the Anti-Corn Law League, a friend of Mr.

John Bright, and also of Richard Cobden. He thought
it was a good test of a man's sanity whether or not he

was in favour of Free Trade, or in other words, in favour

of the utmost utilisation of God's bounty ;
and maintained

that a free interchange of commodities was the best means
of uniting the nations of the world.

The Congress then adjourned till 2.30 p.m.

NOTE TO DR. BARTH'S SPEECH.

Sir Frederick Pollock, in a letter which appeared in the Westminster Gazette
of Aug. 17, quotes the following comment on Dr. Harth's speech from the
Berliner Tageblatt of Aug. 9 :

There it no ground for ciprcting the principles of our [Germany's] economic *ys'om to be
reconnected within ;mv assignable time. Mill there is no doubt at this day th.it Germany has
been forced into an isolated position ihii flr by her protective tariff. Doubtless I he re were various
rcasoes for Herr Battermann's complaint, in the spetch already mentioned [on the reform of

German Imperial finance-], that mistrust and unfriendliness confronted us on every side. But one
cannot well disagree with Herr Hand's opinion in his discourse at the London Krcc Trade
Congress, that the ti-k of isolating oneself is far greater thtn that of being isolated by diplomacy,
whereas Free Trade is the best antidote to isolation, and better than a formal treaty of alliance,

being a c///<tf/i< al.iancc of iivll.

Certainly no one willuswrt nowadays that Free Tiade is a dogma to which the whole world
must submit. The tame policy doe* not suit everybody. But if a in. in has followed the enormous
expansion of German commerce, and learnt to appreciate the present importance of the world's
market for us, he will find it indisputable that thr German Kmpire has long outgrown the need
for proleclhe duties. . . . At this day the mct p-essing business of the German Empire is to
lit crate iivlf from the isolation it has imposed on itself by Protection.

B



SECOND SESSION.

DISCUSSION OF FIRST SUBJECT CONTINUED.

Mr. EDWIN D. MEAD (United States of America) said :

I "should not ask or i should not take the privilege of this

platform, but for the reason that since I arrived in London
I have received a letter from William Lloyd Garrison in

Boston, who is the secretary of our Free Trade League,
and who chiefly does the hard work. It was a source of

great regret to Mr. Garrison that he could not be with you
for this Convention, and he has written in a few words

the sentiments which he wished me to convey to you.
Before I read his words I wish, as a representative

primarily to the Peace Conference, to express the satisfaction

which the American delegates have in the fact that this

Congress has immediately, in the same place, followed the

Congress of last week. There is every reason why these

Congresses should come together. As I opened your pro-

gramme this morning, and saw, facing the frontispiece,

the portrait of Richard Cobden, I felt that that portrait

might with equal propriety have faced the title-page of the

Peace programme last week, for Richard Cobden was as much
the apostle of Peace as of Free Trade. It seems to me that of

all Englishmen who worked for the great cause of international

justice and progress in the last century his achievements

were the greatest ;
and they are the most interesting to us

because his argument is precisely that argument for the Peace

cause which has chief application and chief interest to-day.
Now I wish to say to you that although America has

been so long, and is to-day, I regret to say, the home of

stiff Protection, the American, and especially the agricul-
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turist of America, is getting sick of it. We are having at

this moment in America a great Presidential Election, and
both parties are promising the American people that if they

come intopower the first thing they will do will be to attend

to a reduction of the tariff. They may not give all that

we^vant, Dufthey recognise the fact that our old tariff is

an antiquated and an impossible thing.

As a Peace man, and in this I believe I speak for all

our American delegates, I recognise what was so power-

fully said both by Dr. Barth and by Mr. Winston Churchill

this morning, that the cause of Free Trade is the cause of

Peace, as the cause of Protection is the cause ot fr'orce.

With this prefatory word on my own behalf I wish now
to read the letter which I have received from Mr. Garrison : /

"HI were to be present I should urge concentration on g/
the iniquity of Protection rather than upon its

inexpediency. .A/
'The statistical and economic injury and waste of the system

have been exposed a thousand times from Adam Smith down
to date. But arguments rarely change convictions. flu. Xj

" The wisdom and power of the Anti-Slavery Movement
were shown in its refusal to discuss expedients and in its un-

ceasing assertion of fundamental principles. It is easier to

touch conscience than to inform the understanding.
^

I hoped to be present at the gathering, simply to
arraign

Protection as a device for enthroning privilege, corrupting

government, debasing public morals, cultivating the war spirit,

and una&rftUftMlg qemoctacy^ i snouid have expressed my sur-

prise that England, aTter tier glorious record and the subsequent
disastrous example of American experience, should for a moment
entertain the re-admission of the evil. As well invite small-)>ox

and leprosy to
'

broaden the basis of taxation/ stimulate trade.

and elevate the labourer."

Mr. S. M. MITKA (India) said : It gives me great pleasure

to address the members of this great International Free Trade

Congress. I perfectly know my position as a subject of India
;

I know that India is not a self-governing Colony and that

India is not a self-governing country ; but its people repre-
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sent one-fifth of the entire human race. Perhaps, therefore,

you will allow me to say something as to how this question
affects India my country.

Now, the British Empire consists of 400,000,000 of

subjects, out of which we in India represent 300,000,000 ;

that is to say, three-fourths of the British Empire is

represented in India. Any fiscal arrangement which
affects the British Empire affects India; any fiscal

arrangement which overlooks India, how it affects India,
three-fourths of the British Empire, is, to put it very mildly,
absurd. India's interests must be consulted, because it

represents three fourths of the British Empire, as well as

one-fifth of the entire human race.

I would like to point out that in India's interest and for

India's vast export trade, with its abundance of raw

materials, we want Free Trade
;

without Free Trade we
cannot get on. If you take Free Trade from us one of the chief

links between England and India is broken. We are different

by religion, we are different by language, we are different

by association, we are different by almost everything ;

the chief connecting link is the link of freedom of commerce
between the great Empire of India and England. I want
to bring that most prominently forward that the extension

and permanence of the British Empire in the East depends,
and almost entirely depends, on Free Trade.

I will give you an instance
;

it was about a quarter of a

century age I remember it very well, because I was a

journalist then when Lord Dufferin, the Viceroy of India,

sent troops to conquer Burma. Theebaw, the then King
of Burma, was in the hands of the French, and the French

wanted Burma for the extension of their trade. As soon

as the English wanted to take it the French retired, and

retired very peacefully. Why ? There was no entente

cordiale. It was because they knew British territory

meant French territory, as far as trade is concerned
;
so

Free Trade is at the bottom of the expansion of the British

Empire in the East.
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Take a later instance the conquest of the Sudan.

We have it on the authority of Lord Cromer, a great states-

man himself, that with regard to the conquest of the Sudan
there was a danger of international complication. But

when the flag of Free Trade was hoisted all international

jealousies were at once removed. The British Empire will

l.i^t as long as her commercial policy is conducted on Free

Trade lines.

M. Louis STRAUSS (Official Delegate of the City Council

of Antwerp) said : My intention in coming here was to

listen and not to speak. I- wish to thank the Committee
for the cordial welcome we have had here, to express to

the British nation the great sympathy of the Belgian

people, and to you all the gratitude of the great majority of

the Belgian people for this useful Free Trade demonstration.

You will have in London, in a few days, a Constitution

Congress. I hope that the members will compare the

present state of things in the most highly civilised countries

with those fundamental conceptions of justice which form

the basis of their organisation. If they do this they will see

that there is a great difference between the two. All

countries have laws that are contrary to the spirit of the

fundamental laws which give the common right to all of

equality in matters of taxation. Governments have the right

to impose taxes which are necessary for the maintenance of

the Mate, but not me ngirc to tax the people tor the protec-
tion of private interests. When a (jovernment makes a law

to Denent some private interest, it attacks the natural right

of the people. Behind this great question is the Social

Question. What the people principally ask for is an

improvement in their condition. They ask to have the

means to satisfy their wants in the best and most eco-

nomical way. But when Governments tax commodities

and thus artificially raise prices they make living more
difficult. They are not protective in the real sense of the

word. They are giving an advantage to the few and

oppressing the many.
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In many countries Free Trade has far too long left the

field to the Protectionists. As we have right on our side we

ought to take up the battle
;
we ought to fight ;

we ought
to fight with energy, so as to exterminate all favouritism

and all Protectionism, and really secure an adherence

to the principle that everyone shall be taxed only in pro-

portion to his means. Everyone ought to pay to the State,
in proportion to his means, what is needed for good ad-

ministration, but not be exploited for the benefit of private
interests

; and, therefore, I wish good success to the present

Congress and the realisation throughout the world of the

maxim of the Cobden Club,
' '

Free Trade, Peace, and
Goodwill amongst the Nations."

M. F. DOLLE (France) delivered a speech in siipport

of currency reform.

M. CH. M. LIMOUSIN (France), speaking in French,
said : The difficulty in this Congress is that we are all of the

same opinion. I deeply regret that the organisers of this

Congress did not contrive to inveigle, under some pretext
or another, a handful of Protectionists to come here so

that we might have somebody with whom we might argue.
This morning, once or twice, I thought somebody was

going to say something in favour of Protection, but it

was a false alarm
; nothing was said, so I have got nothing

to reply to.

The Protectionists are people of good faith, they honestly
believe in what they say, though the scope of their investi-

gation and knowledge may be somewhat limited. The

fault, however, with them, and with all persons, is that of

taking a one-sided view. We think we are all in the right

so long as we never meet anybody to contradict us.

Protection is an excellent thing if it is applied to one

trade. Say, for instance, that the bootmaking industry
of this country succeeded in imposing a strong and pro-
hibitive tariff on all boots imported from abroad

;
there is

no doubt that everybody connected with that trade would

for the time being make a great deal of money, and, if they
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look at it only from that point of view, they are right.

Hut Protection is contagious, and if the boot trade is pro-

tri tod," some other trade7 will want to be protected, and yet
another trade, and still more trades, and then, when all the

trades are protected, all goods would become very dear,

nnd the working men would find that their wages were

totally insufficient. As the working men represented the

body which, after all, governs in the long run, they would

demand, and they would be absolutely right in demanding,
an increase of wages. They would obtain that increase of

wages, and then everything would be dearer from every

point of view.

Now, that is not an imaginary statement
;

it is exactly
what has happened in France, and the terrible thing is this,

that, having reached this point, instead of realising the

error that has been committed and doing away with these

protective tariffs, the only remedy the French have been

able to find is to begin the whole business all over again,

to re-protect the interests, to put further taxes and to pro-
tect still more and still more protect, and thus render

things dearer and dearer
;

and so they have involved

themselves in a vicious circle from which there is no means
of exit.

It is true that the people who do this know nothing of

Political Economy. They do not even realise that you
cannot buy without selling. They say,

"
Oh, if we had

Free Trade, such a lot of goods will be dumped down in

our country from other countries." But other countries

will not send goods to our country unless we pay for them,
and we cannot pay for them in cash because there is not

enough cash in the country to pay for any large amount of

goods. If we pay for them at all, it is because we have

sold something, and it is by selling that we are able to buy,
and the more we import the more we shall export, and that

is the real sum of the matter.

M. Scmi.Turis (Holland) said : The Dutch Tariff is

not what you would call in England a Free Trade Tariff,
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f but it is the nearest approach to a Free Trade Tariff on the

Continent of Europe, and I want to say that we are very

proud of that, and that we, as delegates from Holland,
like to say it here in this meeting, that we are the repre-
sentatives of the nation in Europe that has a Tariff

approaching nearest to a Free Trade Tariff. We have not

kept, and we have not got, that Tariff by sitting down in

our chairs, but by fighting for it. The Dutch Tariff was a

Protective Tariff in the time of Richard Cobden. Following
his example, however, we abolished the Corn Laws. After

that we further improved our tariff
;
and our present tariff

dates from 1862.

We have had to fight in order to keep that tariff, because

the people of Holland are not all Free Traders. There are

six Dutchmen here at this meeting who are
;

but there

are a great many more Dutchmen at home who are not.

We have not 300,000,000 ;
we have only nearly 6,000,000

of Dutchmen here in Europe, and about three-quarters of

them, nearly three-quarters of them, rather more than one-

half of them are Free Traders, and the smaller half of them
are Protectionists. That is why we have to fight for it

because many agriculturists are Protectionists, while the

people engaged in trade in the large industries of the sea-

ports and the towns are Free Traders. We have an election

again in 1909, and then we shall have to fight for it in order

to get a majority that will stick to the present tariff.

One other thing I wish to say is this, that not only in

Holland, but I think in all the countries on the Continent,
one cannot exaggerate the influence that England exercises

in regard to this question. We ask you to fight for your
Free Trade here in England. We ask yon \o continue to

give us a good example ; and we, who are Free Traders,

promise you that we will do our utmost to follow that

example.
Professor DALLA VOLTA (Italy), speaking in French,

said :" In Italy the State of Tuscany was first to attempt
to carry out the principles of Free Trade. I come
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from Florence, and I represent the Academy there which

was founded in 1756. The principle of Free Trade,
as propagated many years ago, before Italy was a United

Kingdom, has been described in England by Mr. Mont-

gomery Stewart in a pamphlet published by the Cobden

Club in 1876, and there you will find the full details of

the struggle of the Italian Tuscans in trying to maintain

their principles of Free Trade. This enabled Tuscany to

open up most friendly and cordial relations with Great

Britain many, many years before the foundation of the

Italian Kingdom. Indeed, in the fourteenth and fifteenth

centuries there was active trade between Tuscany and

Great Britain, and depots of wool, in connection with the

British trade, were established at Pisa.

If you look back to ancient Consular Reports from the

British Consul at Florence you will observe how frequently

they allude to the Free Trade action and policy of the

ancient and little State of Tuscany. But so small a State,

of course, could not influence the policy of Europe. Free

Trade is the cause of justice, and justice is more important
than the interests it represents. No one within a country
should be protected to the disadvantage of his neighbour ;

there should be Free Trade at home and Free Trade in the

relations abroad. I am proud to think that the State of

Tuscany has done a good deal in this direction, and several

Tuscan statesmen have contributed to this end, and I

wish for the triumph of Free Trade as assuring the triumph
of justice.

M. LEO VOSSF.N (Germany) urged the adoption of a

commercial agreement between Germany and England as

the first step towards a condition of complete Free Trade

between all the States of Europe. He believed that this

would be of as much benefit to the peoples of Europe as Free

Trade between the different States of the Union had been to

the people of the United States of America. Many friends

of his in the German Reichstag had expressed their full

sympathy with the idea, and he expressed the hope that



26

the time was not far distant when it would become an

accomplished fact.

The Hon. JOHN W. HARRIS (England) spoke on the

prospects of Indian trade, and said that a little education in

the real principles of Free Trade would seem to be very

necessary for many of our officials, who, before they go out

to India, ought to pass examinations in Mill and Adam
Smith.

Dr. HORST KARR spoke as a Russian who had lived

for a considerable time in England. He quoted export
and import statistics to prove that Great Britain would
suffer by a reversion to Protection, and urged that the

English members of the Congress should find means of

educating the working classes about the dangers of Pro-

tection and the advantages of Free Trade.

The Congressmen adjourned till Wednesday, at 10.30 a.m.

The following letter from Mr. Edward Bernstein, Germany,
was addressed to the Committee of the Cobden Club,
and is inserted here as the place that seems most

appropriate to it :

THROUGH your member, Mr. Fisher Unwin, I have

received an invitation to attend your Congress. Other

engagements previously arranged prevent me from following

it, but I feel it my duty to express my fullest sympathy
with the movement for the establishment or re- establishment

of free intercourse between the nations. There was, in my
opinion, perhaps no time when such a movement was more

necessary than at present. More than at any time before

is the question of free international exchange a working-class

question.
The German Social-Democratic party, the party to which

I belong, has recognised this. At its Congress, held at

Mayence in 1900, it laid down in a comprehensive resolution

its firm determination to fight all hindrances to free interna-
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tional exchange, and to promote or support any measure II

intruded and calculated to further this end. To this effect '(

thr party has supported all commercial treaties that lowered

the import duties of the German empire and tended to knit

together Germany and other civilised nations, and with

the utmost vigour opposed the new tariff of 1902, which

Tncreased the German import duties on a great number of

commodities.

As a consequence of this new tariff, other countries also

increased their duties.

Thus the beginning of the twentieth century has seen

movements in regard to the fiscal or commercial policies of

the nations which are in complete contradiction to the best

tendencies of modern social evolution.

A network of industrial, commercial, scientific, artistic,

literary, and other social ties and associations, covers the civi-

lised world. Means of communication, which lead the nations

to a closer intercourse, are continually being improved. People
are proud of this, and in glowing terms praise each new achieve

ment of the kind. But at the same time we see civilised

nations build up tariff walls in face of all this, and from time

to time these are increased one after the other in order to

counteract as much as possible the constantly increasing
facilities of international communication.

No doubt, as long as society is divided into monopolising

capitalistic and working classes respectively, who have to

compete for their livelihood, no technical progress of any
kind will be an unmixed blessing, and free exchange will

have its drawbacks for many members or sections of the

community. But the remedy lies not in the return to the

tion of tariff walls and toll gates. These will only im-

pede progress and deflect the eyes of people from measures

of real progressive reform. They tend to enrich some
sections of the community at the expense of others. They
represent a movement which knows no limits, each Protection-

ist nation trying to outrival the others in higher and more
elaborate tariffs. And last, but not least, they are one of the
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main factors of rivalry and enmity between the nations.

Based on the idea that the industrial progress of one nation is

detrimental to the welfare of the other, or at any rate fostering
this notion, they create international distrust, and are greatly

responsible for the formidable increase of armaments which we
witness in these days of much vaunted civilisation, and more

particularly in the case of those nations who pride themselves

on their, civilisation. Most of the questions which separate
these nations and make a continuous increase of armaments

appear an inevitable necessity are directly or indirectly

connected with the question of commercial policy. This un-

interrupted increase of armaments, which presses with growing

severity upon the wealth of the nations, everywhere draining
the revenues and depriving us of the means for thoroughgoing

reforms, is a blot on humanity, and makes it the slave instead

of the master of its destinies. But this will never be stopped
or effectually reduced unless the nations return from the

policy of tariff walls to that of free intercourse. Tariff

walls make colonial questions and the questions of our

relations to semi-barbarous countries and subject peoples
much more complicated than they would be of their

own nature. They hamper and even prevent peaceful
solutions and increase the incitement to wars and warlike

dispositions.

A small minority only is really benefited by this state

of affairs. The great majority of people are damaged by it.

If at a former period it was a debatable question whether

the wage-earning classes are vitally interested in free inter-

national exchange, in my opinion this time has ceased to

exist. Under present conditions free international exchange

is, I hold, before all, a working-class question ;
and all

impediments to this exchange artificially create new in-

terests against thoroughgoing industrial reforms.

For these reasons I look upon your Congress with the

greatest sympathy, and wish it every success in its work of

dissipating jealousies and sowing the seeds of true and

lasting friendly relations between the nations.
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The following paper, on the first subject of the programme,
was written by Senator Pulsford, of Australia ; but

unfortunately it was not received till the morning
of August 5, and could not therefore bo submitted

to the Congress :

Tin: words "my country," rouse the best that is in a

man, and it is when a man is at his best that he is most

ready to be friendly with
"
your country." When "

my
country

' ' and ' *

your country
' '

open, each to the other,

their doors and their hearts, then civilisation touches a

higher level, and ' '

our world
"

is a happier home for the

human race. In this Congress
' '

my country
' * and ' *

your

country
"

shake one another's hands, smile into one

another's eyes, and from the heart and without mental

reservation wish one another increase of prosperity. Each
member of this Congress will be free from any feeling

that "my country" can be enriched by restricting the

trade of
' '

your country
' '

; and all will agree that, if there

be any poor relations in the family of nations, it will be

good, even for the other members of the family, if these

ascend in the scale of prosperity.
In view of the tariffs, and rumours of tariffs, that to-day

afflict the commerce of the world it may be thought to be

rash to say that this Congress can look forward to the

future with confidence. Yet a calm survey of the position,
a comparison of the past and the present, will show that

reasonable grounds exist for such confidence. Commerce,
the part of the world's trade that crosses political boundaries

and can be attacked by customs tariffs, has during the past

century, and specially during recent years, increased at an
ever accelerating speed. Spite of tariffs the volume of the

world's commerce grows by leaps and bounds. This growth
is the entirely natural result of various causes operating

concurrently first, the marvellous triumphs of science,

specially in the direction of steam and electricity ; second,
the increase of population, the old world having in a cen-
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tury more than doubled the number of its people ; third,

the increase in the average spending power of the individual ;

and fourth, the fact that country after country in Europe,
and finally, Europe as a whole, has found its food supplies
insufficient for its own people. Mouths to be filled, backs to

be covered : food and clothing wanted. More and more the

world's old countries are driven to look to the new in order

to supplement their own deficient supplies, and the new
countries to rely on the old for the purchase of their

surplus production.
Look back only some two or three centuries. Then, a

paltry commerce was confined mainly to commodities that

were the specialities of the rich such as skins, furs, silks, flax,

spices, oils, wines ; now, the bulk of to-day's vast commerce
consists of the necessaries and tools of the toiling masses, and

what were the specialities of the rich in byegone days are

now brought within reach of the multitude. Then, there

being no steamers, a sailing vessel took a year or more for

one voyage even between Europe and America
; now, note

the number, the size and the speed of the steamships that

to-day cover the waters. Then, replies to letters could not

be received under months or years, according to the dis-

tance
; now, electricity will flash a question to a distant

country and flash back the answer within a few hours at

most.

Compare closely the world of to-day with the world of

only one century ago. Population, as stated, shows an

enormous increase, that of Europe having more than

doubled in the interval. But, strange to say, the world's

aggregate income, divided amongst these increased multi-

tudes, actually gives a higher and not a lower average sum
to each family. The millions have helped, not injured,

one another. What bright hopes for the future lie in this

simple fact, and what a reproof also for those who look with

dread on great populations. Everywhere the number of the

people, and the average individual well-being, have both

increased, in varying degrees it is true, but in Europe,
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America, and Asia alike the changes have been upward
in both the aggregate of the numbers and in the average
individual well-being of the people.

We hear boasts of countries being self-contained, inde-

pendent of others, and yet there is rapidly growing, under

our very eyes, an interdependence among the nations that

is .simply startling. The sensibility of trade in one country
to the conditions existing in another is one of the features

*

of the day. Look at the break in the prosperity of the United

States which marked the close of 1907, and how quickly it

was reflected throughout the world. Look at the launching
out of Japan into commerce a few years back and what influ-

ence it had in many directions. Look how a specially large

or a specially small harvest in one country promptly affects

the value of wheat in other countries. Look how speedily
the money market of one country responds to the conditions

of the money markets of other countries. These, and

many other things that could be named, indicate to what a

remarkable extent the interests and the welfare of the various

nations are being linked together. Even one single century

a^'o there was nothing like it
;
the interests then in common

were trifling to what they are to-day. Now the money spent
abroad by travellers exceeds in amount the aggregate value

of the whole of the world's commerce in the early part of the

eighteenth century. We are blind indeed if we cannot see

tin- tendency of these momentous changes. They portend
iter freedom for commerce its tide is rising too high for

restraint
; indeed, all the forces of civilisation are fighting

against tariff obstructions.

With the growing interdependence of nation and nation

there is an obvious connection between the fiscal policies

of the world and the growing cost of living, especially in

n-.^ard to food. At the creation the command was given to

man to
"
subdue "

the soil, yet we find that in new coun-

tries, with countless acres of virigin soil, people crowd into

towns, and their politicians talk about manufactures till

they forget that the primary duty of a new country is the
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subjugation of the soil. Food has been for some time rising

in price, not one article only, but many ;
not in one country

only, but in all
;
and the increased cost hurts even when

no tariff burden be added. It might be said that if more

money is being paid for food, then more money is being re-

ceived by the food-exporting countries, and that, therefore,
the policy of the new countries has turned out well for them.

But price and profit are different things. If, freed from

the expense of a restrictive system, food were produced at

one -fifth less cost, then a corresponding reduction in price
would leave results equally profitable to the producer,
whilst the world's toiling millions would'enjoy that inestim-

able boon food at its cheapest. It is well to bear

carefully in mind the fact that a country's tariff has a

world-wide as well as a local effect. The restraint of

commerce that exists both in old and new countries affects

every part of the world.

A bird's-eye view of the world's industry in this twentieth

century reveals some singular things. Certain countries

have more people than they have food for, yet they are

seen making it as difficult as they can, or at least as difficult

as they dare, for anyone to bring in further supplies of food.

Other countries have vast regions of virgin soil that have

waited for the hand of the cultivator since the day of

creation. Yet every possible impediment is put in the way
of the bringing in of the machinery and tools needful for the

cultivation of this soil. In the wants of each lie gains
for the other, but the folly of both prevents this being seen.

However, we are in the twentieth century, events move

fast, and the glare of light is getting too strong for the legis-

lation of the dark ages.

Take another bird's-eye view. Look at the world's

waters. Notice the vessels everywhere ploughing their

way through the trackless deep. What mutual employ-

ment, wealth, and well-being for the nations they represent !

Yet, pick out any ship you like, with any cargo you
like, from any port you like, to any port you like,
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and you can be sure that when that ship reaches its

destination there will be some people and perhaps

many who will see in that cargo only loss of employ-

ment, wealth, and well-being. Then remember that

this view will be held with regard to the cargoes of

every one of the other vessels you now see afloat, and

that the objectors everywhere claim to speak for
" national

industry." If in all countries the objectors could have

their way, tlu^seas would soon be swept pare, ana every

country would iind the aggregate of its employment,
\\va1tli, and well-being le^ened. Of course, this spirit

has always bem in evidence since there was the least bit

of commerce at which to kick. Now that commerce has

attained to dimensions so vast, the kickers are very

numerous, and the kicking very noisy. It is also worth

noting that in nearly every restrictionist country at present
an organisation exists to promote the expansion of exports.
This is an entirely modern movement, and it makes the

organisation for restricting imports look very silly. It is

a search for open doors by the advocates of the shut door.

The farce of it all is getting rather transparent. It may
also be profitably remembered that the special development
of fiscal policy called

"
preference," supported by Canada,

Australia, and New Zealand, has not yet been brought into

operation by these very countries that is, between them-

selves. Not one of the three will give real live preference
to either of the other two. Preference as a policy seems,

therefore, to lack any element of longevity. Whatever
restriction may profess, it obviously does not know how
to give.

The price of a commodity is naturally lower in a country
that exports and higher in a country that imports. Bearing
this fact in mind, it is singular that the boasted policy of

so-called Protection bestows its favours where the higher
and not where the lower price prevails. Both the United

States and Germany are high tariff countries, and both

grew \\heat. The former produces beyond its own needs
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and exports the surplus ;
the latter produces less than it

needs, and imports the balance. But the farmers of the

United States must sell at the European price minus freight

charges, yet their tariff gives them nothing. The farmers

of Germany are able to get the full European price (which
is practically the American price and freightage charges
from America added together), and on the top of this

extra price, Protection enables the German farmers to

place the full amount of the customs duty on imported
wheat. If your industry be in a country where the lower,
or export, prices prevail, you get nothing ;

if it be in a

country where the higher, or import, prices prevail, then

Protection, save the mark, says you are the man for its

money. If you wish to participate in the gains, the gold,

which the
' '

national policy
' '

offers, keep clear of indus-

tries in which you must bravely seek for customers in

other and perhaps distant countries. Choose an industry
in which all your customers are on your doorstep, and in

connection with which your Government agrees to inflict a

penalty on your customers if they buy elsewhere.

The last half-century has been marked by notable

changes in commerce. Thus Germany, formerly a seller of

grain, is now a buyer, and, conversely and naturally, a

seller of the manufactures of which formerly she was only
a buyer. Twenty years ago it looked as if the United

vStates, single-handed, could supply all Europe with meat
and grain, but the rapid growth of internal consumption
has changed the outlook. The lesson is that the world,
and not any particular part of it, is at once every country's
market and source of supply.

Big as the world's commerce is to-day, it is probably
but yet in its infancy. Practically the whole future increase

of population in Europe must be fed with imported food,

and the new countries will need this demand for their due

development.
The continuous growth of commerce, spite of all tariffs,

is a convincing proof that the policy of restriction fails of
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its avowed object, and that a country which imposes a

tariff must itself bear the burden of it. But it must be

remembered that, after all, there is scarce one Protective

country in the whole world that does not pay frequent
tribute to the soundness of the principles of Free Trade.

Thus Germany and France each have millions of sheep
and produce much wool, yet both put imported wool on

the free list, and not wool alone, but various other articles

produced internally.

The greater the quantity of goods that a given sum
of money will obtain from abroad, the better for the im-

porting country. Yet when the commodity is one that is

also produced internally, there is apt to be local loss when
a sharp break occurs in the price. The local loss ought
not to shut our eyes to the national gain, and, on the other

hand, the fact that there is a national gain need not close

our eyes to the local suffering. It may be that the twen-

tieth century has in .store for us some system of insurance

against both market losses and want of employment that

will meet many of the troubles alike of capital and labour.

It is certain that there are elements at work at present

tending to the world-distribution of commodities such as

was once never dreamt of. The cheaper and quicker
that transit becomes, the more easily are commodities

brought within the operations of commerce. A hundred

or even fifty years ago a much larger margin of possible

profit than is required to-day would have had to exist

before a merchant would have run the risk of bringing goods
from abroad. To-day the prices of any important com-

modity in all the principal markets of the world are known,
and the rates of freight likewise. A merchant, therefore,

can make ventures on margins of profit that are small

because the risks are also small. This influence is world-

wide, and the benefits universal, providing at once the

best means of making all the world share in prosperity
and contribute to the relief of depression. The profits that

arise in purely internal trade, unaffected by external com-
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petition, are constantly accompanied by local losses, but

no one is foolish enough to suggest that internal trade

should be prevented in future, and there is no more wisdom
in blocking external trade because of local losses. The
national gains far outweigh all possible local losses in both

internal and external trade.

The essential strength, the fighting power, of Free Trade

is, too, often forgotten : it is time to insist upon it. Not

only is it good for a country to be Free Trade in a Free Trade

world, but it is good for a country to be Free Trade in a

restrictionist world. Where there are no customs duties

goods are at their cheapest ;
the cheaper goods are the more

of them people consume
;

the more people consume the

bigger the buying power of the country, and the bigger the

buying power of a country the more it is able to take advan-

tage of those special opportunities which arise in one part
of the world after another, and in regard to one commodity
after another. The larger the purchases the lower the

freights, and the greater the volume of shipping entering
the ports. Out of these conditions arise ability to sell for

export at the lowest prices and the provision of the cheapest
means of transit. In view of the general dearness of food it

is worth noting that the Free Trade United Kingdom
is clearly benefiting at present through various restrictive

countries in Europe limiting, by their duties, the imports
of food into their respective countries, and so leaving larger

supplies available for the United Kingdom. Marked as the

strength of Free Trade is from the economic, it is still more
marked from the moral point of view. Where favouritism

to both classes and individuals is stamped out, as one

would stamp out the plague, there may you hope for pure

government and a happy people. The principles that under-

lie freedom of trade are allied to the highest national quali-

ties. When a nation has cast out the coward fear of com-

mercial competition its moral fibre is strengthened, and ulti-

mately it is moral fibre that keeps a nation alive and great.

Liberty of speech and liberty of religion are everywhere
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granted by civilised nations
;

that liberty of trade is

anywhere denied only shows that self-interest and privilege

fight to their last ditch to maintain their power of spoliation.

But when almost unanimously the students of political

economy assert the soundness of Free Trade, when the

teachings of religion urge it upon us, and when poetry and
art speak its praise, its supremacy is only a question of

time, unless, indeed, the world is to see the destruction of all

the civilisation that has been gained. The world is moving
very fast, developments tending to increase material pro-

sperity are on every hand, but grave danger exists lest in the

pursuit of the material the real beauty and sweetness of life

should be lost sight of. The International Free Trade

Congress can assuredly claim that its objects tend to the

peace of the world and the welfare and happiness of man-
kind.



REPORT OF THE SPEECHES

AT THE

DINNER IN CELEBRATION OF THE FIRST

INTERNATIONAL FREE TRADE CONGRESS.

THE members of the first International Free Trade Congress
were entertained by the Cobden Club at dinner at the Hotel

Cecil on Tuesday, August 4.

The toast of
" The King

" was given by the Chairman,
LORD WELBY, and enthusiastically honoured.

THE PRIME MINISTER'S SPEECH.

Mr^ ASQUITH, who was received with prolonged cheers,

proposed
' ' The Cause of Free Trade.

' ' He said :

Lord Welby and gentlemen, we are to-night the guests
of the Cobden Club

;
and when I survey these tables, and,

still more, when I examine the list of the guests, I feel

satisfied that our gathering will give fresh currency and
colour to the legend that the Cobden Club is an insidious

anti-national institution, to a large extent sustained and

subsidised by foreigners, who see in its successful

efforts to persuade the people of this country to adhere to

the antiquated and suicidal policy of Free Trade their best

hope for the industrial and economical development of their

own countries. Well, for my part, although I wish in what

I say to-night to spe*ak mainly of our own experience here

of the results of Free Trade, I am delighted to be associated

with men of other nations in a cause whose fortunes I

believe to be bound up with the best interests of the world.
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(iintlemen, this club was founded in honour of Richard

Cobden. He was, as I believe, a great patriot, by which I

mean a man who always gave the first place to what he

conceived to be the real interests of his own country. But

he was also a great international statesman one of the first

to understand and to proclaim that ever-growing community
of interests which, with the development of locomotion and
of the transmission of intelligence and of ideas, is bringing

about, every generation, a more intimate interdependence
between all the nations of mankind. Cobden was a

Free Trader primarily because, for reasons to which I

will in a moment advert, the abolition of Protection had
become a matter of vital necessity for this United Kingdom ;

but amid many disappointments and discouragements
he never fell back from the belief that universal Free Trade,
the breaking down of tariff walls, the discontinuance of tariff

wars, would be found in the long run to be one of the

most effective safeguards both for the progress and for the

peace of the world. And you and I share that belief, though
with Europe bristling, as it does to-day, both with tariffs

and armaments, it seems to many excellent people to make
an almost excessive draft on the bank of faith. Gentlemen,
we in this country, who have not only preached, but prac-

tised, Free Trade for more than 60 years, are often told by
our own Protectionists I may inform our foreign guests
that they do not call themselves by that name (laughter) ;

they call themselves Tariff Reformers a body of gentlemen
who have a gift amounting almost to divination for

unearthing buried fallacies we are often told by them
that if our policy was a wise one the rest of the world would

by this time have shown some sign, at any rate, of following
our example. They invoke the old ecclesiastical formula,
Sccurus ]ndiciit orbis tcrrarum ; and poor little England,

containing as it doos upon a comparatively small area of

ground over 40 millions of population, with an average
of comfort and prosperity to which there is no parallel

anywhere in the rest of the world poor little England is
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represented almost as an isolated heretic from the orthodox

creed.

FREE TRADE IN FOREIGN COUNTRIES.

I wonder sometimes whether these critics of ours realise

over how large a part of the surface of the industrial globe
there is absolute Free Trade, and to what a degree the

rapid development during the last century of its productive

energy is due to that simple fact. Long before Cobden
was born, the framers of the constitution of the United States

provided for all time that between the constituent States

of that union no Customs barrier should exist. The
result is that for more than 100 years, over a territory
of about, I suppose, three million square miles, anything in

the nature of internal Protection has been an impossi-

bility. The American tariff is protective enough, heaven

knows, as regards the outside world, and some of us, with

all respect for the judgment of our kindred across the seas,

think that it is not either in their interests or in the interests

of mankind a very wise arrangement. But if you
look at the trade of the United States as a whole, you
will find that their foreign commerce is a comparatively

insignificant factor ; and who can deny that a large share of

the credit for their abounding productiveness is due to the

wise foresight which secured complete freedom of interchange
between the cotton-growing States of the south, the corn-

fields of the middle and the west, and the manufacturing
communities of the east ? In France, again, the Revolu-

tion accomplished that which the sagacity of Colbert

and of Turgot had anticipated, and practically put an

end to the existence of internal Customs barriers. And
in Germany, which is sometimes held up as the enfant
terrible of the Protectionist world in Germany, by a

series of stages, perfectly familiar to every student of

economic history, the same process was accomplished, and

complete internal Free Trade exists. I am quite aware

that these examples have nothing to say to the political argu-
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inrnt, such as it is, for national Protection ; but when you
come to consider Protection upon purely economic grounds,

they are in the highest degree relevant and instructive.

FREE TRADE AN ECONOMIC NECESSITY.

I come back, however, to the question as to which I

feel more competent to speak : How it is and why it is

that in this United Kingdom of ours our people have become,

and, whatever may happen elsewhere, intend to remain

a Free Trade people ? Here again it seems to me
that our Protectionist critics live and move in a fog of

illusion. One of their favourite superstitions is that we

became, and that we have continued to be, Free Traders

out of deference, while he was alive, to the arguments,

and, since he was dead, to the authority of Mr. Cobderu

Another and an equally fanciful notion is that we,
the most practical nation, I suppose, upon the whole face

of the globe, are in this matter, which most closely touches

our material interests, the blind slaves of an abstract

economic formula. These are both pure imaginations.
It is perfectly true that the cause of Free Trade

owed an immense debt to the lucid and convincing argu-
ments of Cobden. It is perfectly true, as every one here

knows, that the principle of Free Trade is but a particular

application of the economic doctrine of the division and the

specialisation of labour
; but the conversion and

the adhesion of Great Britain to Free Trade has been due,
not to theories and not to personal influences, but to the

teachings of actual experience. Free Trade was, is, and will

continue to be to us what in a growing degree I am satisfied

myself it will be found to be to many other countries an

economic necessity. What is that necessity ? It arises

out of two very simple facts out of our inability, in

the first place, to produce here at home, even under

the shelter of the highest and the most insuperable tariff

that Protectionist architecture could design, the requisite
food for our people arid the indispensable materials for our
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industries. It arises out of the further and closely

related fact that we can only maintain our industries

and find employment for our people by receiving the goods
which foreign nations are willing to send us in exchange for

our own. It was under the stress of that necessity that the

old tariffs broke down in the years between 1840 and 1846,

and, as time has gone on, that necessity coerces us with an

ever-increasing stringency to follow along the same path.

OUR FOREIGN TRADE.

I will not dwell on our enormously growing dependence
on foreign sources for our food supply, but it may be inter-

esting to state and I got the figures only to-day from the

Board of Trade that our net imports of raw wool, which

50 years ago were about 90 million pounds avoirdupois,
have now risen to an average of over 350 million pounds,
and that in regard to raw cotton in the same period a

period of 50 years our net imports have risen from 8

million cwts. to 16 million cwts., or exactly double.

I need hardly point out to instructed economists, like

those who are here to-night, that the proportion of our

imports which consists of finished manufactured goods
is relatively small, that to a substantial extent they are

goods which we cannot under any circumstances produce

ourselves, and that to a still larger extent, which accounts

for almost the whole of the surplus, they are goods for

the production of which other countries enjoy enor-

mously preponderating natural advantages. The truth

is that the Protectionist disputants in this country can

only keep themselves controversially alive by imputing
to Free Traders positions which are not only not

necessary to the Free Trade case, but which no rational

Free Trader has ever attempted to maintain. Let me

give you two illustrations. No one, no sane Free Trader

that I have ever come across, has ever contended that

we are, or that by any possibility we could be, as far ahead

of our great industrial rivals now as we were $o or even
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2O years ago. We had the start in the race
;
and when you

think of the then enormous unexploited and undeveloped

resources, both material, mental, and moral, of countries like

Germany and the United States, I believe it would be the -

highest tribute you could pay to the Free Trade system
that we have kept ourselves as far in front as we have at the

present moment. Nor, again, does any Free Trader that I

have ever come across contend that the tariffs of Protec-

tionist countries do not do our trade a substantial injury.

They do ; but the more our experience widens and expands,
the more do we realise the wisdom of the advice given 60

years ago by Sir Robert Peel that the best weapon with which

to fight Protectionist tariffs is free imports. It sounds a

paradox, but the reason is not far to seek. Free imports
secure for us, and for every Free Trade country, a supply
of untaxed raw or half-finished material, and, if need be,

of machinery ;
and the result is that, as experience shows

this is not a matter of abstract dogma, but of every-day

experience our finished goods, against which the Pro-

tectionist tariffs of other countries are mainly directed, can

not only compete at an advantage in neutral markets, but

are able to overleap the tariff walls themselves, and very
often to undersell the protected manufactures in the domestic

markets of those countries.

FREE TRADE AND SOCIAL REFORM.

I turn lastly to another aspect of the matter, which
both from the economic and from the political point of '

view, is of the highest importance. I mean the capacity
of a Free Trade fiscal system to provide the growing
revenue which every civilised country now stands in need

of for the purpose of social reform. There are many
people, and among them I am sorry to say in these days
some faint-hearted Free Traders my poor woebegone
friend the editor of the Spectator is one of them- there

are some people who point to what they conceive to be

the impending bankruptcy of Free Trade finance, and
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declare that the choice between us in the immediate future

will lie between the abandonment of social reform and
the adoption, in some form or other, of Protective duties.

In regard to that, what I have to say is this that in my
view there is nothing in our recent experience which lends

any countenance or colour to these counsels of despair.
Let us just look for a moment at what has been

happening during the last three years. All the world,
Free Trade and Protectionist countries alike, have had
the opportunity of benefiting by a short but remarkable

cycle of exceptional prosperity. Now, from the financial

point of view, how have we in this Free Trade country
made use of these abnormally favourable conditions ?

I can speak with some confidence on the matter because

for some three years past I have given up the task now
I was mainly responsible for the financial policy of this

country. What have been the features of that policy during
those three years ? First of all, we abandoned, and I think

you will all agree we rightly abandoned, the practice of

borrowing money for expenditure which ought to be met,
not out of capital, but out of annual revenue. We
have remitted during those three years many millions

of annual taxation which fell in varying degrees of severity

upon a number of different classes in the community.
We have in the same time provided for an absolutely

unexampled reduction in the principal, and there-

fore in the annual charge by way of interest, of our

National Debt. I rehearse these facts not in any spirit

of boastfulness. It was the policy which it was the plain

duty of any Free Trade Minister of Finance to pursue.
But I am not aware, and I shall be very much obliged if some
of our guests to-night will correct me on the point I

am not aware of any Protectionist country in Europe or

elsewhere which during those same three years of abounding
and world-wide prosperity has been able to offer any
equivalent or similar boon to its taxpayers, present or pro-

spective. We have now entered, it would seem, upon an
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i r;i of comparative depression. I am not going to be foolish

enough to attempt a prediction as to whether that era is

likely to be long or short. The collapse last autumn of

tlu: whole fabric of credit and, as a result, to a large

degree of the whole mechanism of production in the United

States of America, was certain to produce serious and deep-
seated consequences. Free Trade countries, no more than

Protectionist countries, can escape from these periodical

slackenings in the wealth-making power of the world.

We may have here in England to relax the rate at

which we have been reducing our Debt. We may have,
instead of remitting, to impose taxation. But I see

nothing and I say it deliberately and after a very careful

survey of the whole field I see nothing which leads

me for one moment to doubt that our Free-Trade finance

is capable of bearing the strain of any reasonable programme
of social reform. We have at any rate this satisfaction,

that whatever taxation we may be compelled to resort to,

it will yield its whole proceeds to the national Exchequer,
and that no part of it will be retained or diverted to

serve the particular purposes of special and privileged
interests. I have dealt in what, in an international

gathering like this, may seem to be a somewhat selfish

and egotistic spirit, with the experience of our own

country. But it is the best we have to contribute. We
can tell you of the benefits of Free Trade. You can tell

us in return of the evils of Protection.

A COMMON MEETING GROUND.

But I repeat what I said at the beginning of my
remarks and it is here that the Free Traders of all nations,
whatever may be the special conditions of their several

countries, can find a common meeting ground that the

controversy between Free Trade and Protection has both a

domestic and an international aspect. That is the point
I want in conclusion, if I may, to emphasise and to bring
home to you that it has both a domestic and an inter-
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national aspect. On the domestic side what is it ? In

the long run it is a struggle for relative preponderance
between, on the one side, private and special interests,

anoTupon the other side the general and the public interest.

Private interests are strong, militant, acquisitive, retentive.

The public interest, on the other hand which is not _the

particular care of anybody the public interest is apt to

be weak and inarticulate, and is often ill-organised whether

for" defence or for attack. Free Trade is on fhe

side of the public and of the community, as against special

interests and particular classes. But there is another sicTe,

and that is the international side. And upon that I may
make a stronger and perhaps a wider appeal to you who
are assembled here. On^the^ international side Free .Trade

is bound up with peace _arid_with friendship among
peoples. Trade, gentlemen- this is the essence of our

Free"Trade gospel and creed trade is not a warfare in

which one man's gain or one people's gain is another man's

or another people's loss. Keep it free and open, allow it to

follow an unrestricted course along its natural channels,
and you will find sooner or later and sooner rather than

later that it widens and deepens the common stock both

of riches and of good-will.

Mr. JOHN DE WITT WARNER (United States) said : I am
fortunate indeed in my theme, foFin this presence, the little I

may say will be added to and transfigured by what will

occur to each here of the word that might well have been

brought to you from the United States. For more than one

motive has brought us.

In the first place our selfish interest is involved. Our
conditions are changing from those in which we have

thus far prospered as often in spite of our folly as because

of our prudence until under our fairy godmother tariff,

that was to make our industry perpetually prosperous and
our treasury for ever overflowing, our business is but

slowly recovering after a long paralysis, and our revenue

deficit is as serious as our late surplus was demoralising to
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public economy. Wo have not exhausted the resources with

which nature has dowered us, but we now see their limits :

we have not solved the problems before us, but we can

now see some of them that Great Britain has met. We
see that trade between intelligent men is founded on the

gain that each gets therefrom the most to the ablest
;
and

self-respect leads us to believe that any wall between us

and our neighbour cripples our own enterprise far more

than it protects us against his, we nave also found that

we can get most from those who have most ; and not for

Europe's good, but for our own, we have sought commerce
with Europe, and especially with Great Britain. We
have found it so profitable that we want more of it. You,

too, have thrived upon it. We hope you want more of it.

Second, we have learned much from your experience ;

we offer you ours in turn. We have tried protective tariff

taxation, and we find it produces the least revenue of any
known system in proportion to its burdens. We have tried

to assist by law certain groups of our manufacturers, and

find that we have made them incapable instead of enter-

prising. We have tried to reserve more of labour for our

workmen, and find that we have thus given them less of

the rewards of labour. We have tried paternalism in

legislation, and found that it has bred corruption in politics.

Such are the lessons we have learned
; they are at your

service.

Finally, we believe that war is a curse and peace a

blessing. We know that international commerce is so

growing that in trade restrictions will be found more and

more of risk to peace, and in Free Trade more and more
of insurance against war. In London this year there will

have been held two Peace Congresses one just closed, of

prayer by those whose eyes arc straining to see the universal

brotherhood before us the other, that in which we are met,
of those whose feet are marching thither.

But one word more. The crisis of our cause is past, and
the very stars are now fighting with us. From the dawn of
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time until our day the world's peoples have known too little

of each other to trust each other have been too little

dependent on each other to need to do so. But with

acquaintance has come appreciation, with progress has come

inter-dependence. And the round globe is to-day more

essentially a single country than one hundred years ago was

any of the great nations that lived upon it. If, therefore, it

were well and who doubts it ? that there should be free

intercourse between the several parts of each nation as it

was then, must it not be well that there shall be more of

intercourse between all nations as they exist now ? To

us, who are here from the United States, restriction of

commerce seems as obsolete for the world at large as are

the ruined castles that still witness how your ancestors

once feared their neighbours ;
and we believe that the new

dispensation is to be that of Free Trade and good-will
toward all nations, of which your name-saint, Richard

Cobden,' was the prophet.
Dr. THEQpQR EARTH (Germany) said : In ancient

Rome, as we all know, the doors of the temple of Janus
were open when a war was going on, arid they were closed

when peace was restored. If there existed temples of Janus
in our times, the rite would have to be reversed. To-day
the open door means peace, means good-will among nations.

This conviction is the moral basis of our Free Trade

creed. Since the beginning of human civilisation the

moral standard of a nation could be measured by its

treatment of strangers. It is an old barbarian conception
that a stranger has no rights, that he and his goods
are subject to the arbitrary will of the natives. In the

Protectionist creed, there are some traces of this old

barbarism. Among the altruistic principles of Pro-

tectionism the foremost is this : Knock him down, he is a

foreign competitor ! He comes not as an enemy : he

brings cheap food, cheap clothes, cheap iron. Still, knock

him down, he ruins national prices. Shut the doors, even

his sweetest sugar is poison for the national prosperity.
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Warfare against the welfare of others, to promote their own
welfare that is the essence of a policy which bears

such a fine title as Protection of national labour, or fair

trade, or something equally good. Can anybody be sur-

prised that the seed of surh ideas produces crops of inter-

national jealousy ? The disarmament, which everybody
wants and nobody carries out, Will remain a pious desire

witKoul tne disarmament m the iariBs* ii, m all

Europe," customs outies"" were raised for revenue only,

the chief reason for investing the resources of the

nation in battleships and other peace-securing instru-

ments would vanish. It is not so much Protection itself

which leads to iin^oJaPnbut the Protectionist ^pirit the

spirit that sees in every foreign competitor a national

enemy and in the Cobden Club a body of economic

anarchists. When, twenty years ago, I became an honorary
member of the Cobden Club, there were plenty of patriots

who believed firmly that honorary members of this dangerous
Club were bribed by English gold, stored in the immense
vaults of the Ship Hotel in Greenwich. Some years later,

to our great satisfaction, we Continental members of the

Cobden Club were told by a famous English statesman,
that we bribed the Cobden Club by Continental gold. We
did not know before that we were so rich. This little

experience shows that common-sense is not a Protectionist

article. Let us try to put this most valuable article on the

free list in every tariff of the world, and so form an inter-

national federation of common-sense. You may believe

that this would be a hopeless task
;

but we must not

despair of its fulfilment in a time when everything is

possible, even the transformation of Turkey into a con-

stitutional ccmmonwealth. Why should we Free Traders

despair of an international restoration of economic

common-sense ?

M. YVES duYOT. speaking in French, said that his

friend Louis Strauss, President of the Supreme Council
of Commerce and Industry of Belgium, had asked him to
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reply in the name of the Belgian delegates as well as in

the name of those of France. Belgium had sent to the

Congress,relatively speaking, more supporters than France.

It was true that whereas French trade averaged 282f.

per head, that of Belgium averaged 882f., or 250 per cent,

more. It followed, therefore, that Belgium ought to be

better represented than France in a Free Trade congress.

Belgium was teaching her neighbours a great lesson. Still

more was England teaching a great lesson to all nations.

In France the Protectionists were very proud of the figures

of the export trade for 1905, 1906, and 1907. Of course,

in the midst of the general improvement, France had not

been left entirely behind, and Protectionists placed this

strange phenomenon to the credit of the Protective

administration. They spoke with pride of the 56 per
cent, of their total exports represented by manufactured

goods ;
but they were very surprised when they were told

that manufactured goods represented 85 per cent, of

English exports. But if a group like that of the Society
of Political Economists of Paris remained faithful to Free

Trade, the Protectionists had gone so far as to elect Pro-

tectionist professors to the chairs of political economy,
as if they could give their students any other instruction

than this
" Wield political power in such a way as to

lay taxes upon your compatriots of which you will

reap the benefit." States like France asserted that they

taught morality in the schools and the tenets of Protection

in Parliament. As if public morality and Protection did

not contradict one another ! In France they were a

Democratic Republic, having the most extended form

of universal suffrage, and yet all their political economy
was worse than that of the great proportion of the 200,000
electors under the Government of Louis Philippe at the

Restoration. The English people, in the last electoral

conflict, once more taught all nations a great lesson. He
did not for a single moment doubt that they would again
resist the attractions of Mr. Chamberlain's programme ol
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May 15, 1903. If all nations understood, as the English

did, the stupidity of trying to combat industrial progress

and inr.iM* of transport and communication by customs

duties, such questions would not arise, and there would

In- no need for a Free Trade congress. But the passion for

Protection seemed to excite the various nations in direct

ratio to their progress ;
and that was why, imitating

Cobden's example, they sought commercial treaties. They
demanded commercial treaties as safeguards, to preserve
( loveniments for a certain number of years from the pressure

of Protection, and to ensure stability for a definite period.

They hoped that the English Free Trade Government

would do its best to make agreements and treaties which,
if they did not suppress the customs difficulties, would at

least lessen them. Not daring to hope for Free Trade for

his own country, he drank, at any rate, to certain commercial

agreements, in the hope that they might lead to a commercial

treaty.

Mr. JOSEPH MARTIN, K.C. (Canada), said he desired to

deny the statement that Canada was a Protectionist country.
It was a Free Trade country. He said that because in

the general election of 1896, which took place after the

Protectionist and Conservative party had been in power
for 19 years, the chief principle of the Liberal party was

Free Trade, as it prevailed in England, and that principle-,

having swept the country, returned Sir Wilfrid Lauricr

with a majority of 60 in a House of 213. It was true

that the Government had proved somewhat recreant to

the trust of the people. But if they had not eliminated

from the tariffs all vestiges of Protection, they had not

increased the tariffs. It was said in England by the

Protectionists that in order to retain Canada in the

Empire it would be necessary to give Canadian wheat

preferential treatment. He did not say that if the Mother

Country offered that gift to Canada, Canada would not

tf'ke it. But he did s;iy that n< C:Mi:u1i;ms h:id evor ;t^kr<I

for ;int)iin "1 tin- kiwi. ( tn:nli:ni> \\"iili! in-\.i ;t*l.
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the Mother Country to impose taxation on herself for

the sake of the gain of a few dollars to them. They were

too proud to do anything of the kind. It was said that

England was going to lose Canada. It was too big a

country for England ever to lose it. But the only way
the Empire could lose Canada was for the Empire to eject

Canada, just as the suffragists had been ejected from the

Congress. But he doubted whether such harsh treatment

would be applied to Canada, no matter how badly Canada

might act.

The toast was honoured with great enthusiasm.



THIRD SESSION.

WEDNESDAY, AUGUST 5.

SUBJECT: THE EFFECT ON INDUSTRIAL

AND AGRICULTURAL DEVELOPMENT OF THE

COMMERCIAL POLICY OF THE STATE IN

RESPECT OF TARIFFS.

M. GIRETTI (Italy) submitted a summary of the following

paper :

THE opinion is fairly widespread among the general public,

and carefully encouraged among the minority, who profit

by it, that the unquestioned material progress made by

Italy during the last 10 or 15 years must be ascribed mostly
to the Protectionist Tariff Reform of 1887.

This opinion, however, is altogether false and misleading,

as we hope to prove in this paper.

The chief characteristic of the reform to which reference

has been made has been an abrupt and violent revolution

in the system of Italian customs, in order to favour the

special interests of a small group of privileged industries,

more or less artificial, at the expense both of consumers and

of industries closely connected with agriculture, which is
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the most natural means of livelihood and the most evident

source of wealth for the great mass of the Italian nation.

It is curious to note that it was under the mask, and in the

name of Protection for agriculture, that the Tariff Reformers

succeeded in accomplishing their basely selfish designs.

They had clearly perceived the impossibility of reaching
their cherished aim unless they previously flattered and won
over to their own cause the Agrarian members of

Parliament.

An excellent pretext for this was offered by the crisis

which arose from the increasing competition of the newly
farmed lands of America, and which had resulted in a sudden

falling off in the price of wheat in Europe.

Strictly speaking, one could not speak seriously of an

agricultural crisis in a country like Italy, where the bulk of

agriculturists are not sellers of wheat but buyers of bread,

and the owners of very little patches from o-oi to I hectare

of cultivated land represent over 66 per cent, of the whole

landed property.

A League was nevertheless set up in order to oppose by
legislation the decreasing price of wheat affecting large and

medium proprietors, who had then, perhaps more than

now, strong and* decided political and electoral influence.

To characterise plainly the real object of this pretended
"
Agrarian League," it is sufficient to say that its chief

promoter and subsequent president was the late Senator

Alessandro Rossi, a large wool-manufacturer of Schio

(Vicenza), and a prominent supporter of Protection for

industries.

The avowed purpose of the League was to increase the

duty on wheat, which had been hitherto little more than a

statistical duty of i lire 40 per metrical cwt. (100 kilos.),

sufficiently to enable Italian farmers to compete in growing
wheat with their rivals from abroad, favoured by greater

fertility of soil and by lighter taxation.
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But the astute and secret design of the manufacturers

(who, led by Senator A. Rossi, had joined the League) was

to make a first and decisive infringement in the moderate tariff

with which the liberal and far-sighted policy of Count Oivour

had endowed the new kingdom, and to render possible,

by this indirect and rather questionable means, a considerable

increase of the duties on foreign manufactures com-

peting in the home market with those of native produce.

Unhappily for the Italian consumers and tax-payers, /

the Protectionists found a very powerful ally in the financial I

policy of the time, just then engaged in the most thoughtless i

extravagances of militarism and public expenditure. I

The duty on wheat was first increased to 3 lire per
metrical cwt. (100 kilos.) on April 21, 1887, and the new Pro-

tectionist Tariff was enacted by a law on the subsequent

July 14.

Other increases of the duty on wheat have taken place

subsequently as follows :

February 10, 1888, to 5 lire per cwt.

February 21, 1894, to 7 lire per cwt.

December 10, 1894, to 7-50 lire per cwt.

We have endeavoured, in the following table, to sum-

marise in some comprehensive figures the real increase of

industrial duties enforced by the tariff of July 14, 1887,
and by subsequent legal enactments.

The reader, however, must not be mistaken as to the real

meaning of the figures, for they represent only a part
of the increased prices the Italian consumers have had to

pay through the working of the tariff.

Indeed the numerical averages cannot keep account

of the fact that, in each group of protected commodities,

the bulk of the imports is formed by less protected items,

which do not arouse so much the attention, or jealousy,

from the influential homo-producers.



AVERAGE DUTY COLLECTED ON PRINCIPAL IMPORTED

MANUFACTURES.

Per metrical cwt. (100 kilos.).

Lire and Centimes. Increase.
1886. 1896. percent.

1. Cotton yarns and warps .. .. 37*59 7404 96-96

2. Cotton piece goods and cotton mix-

tures 98-31 132-64 34-92

3. Other cotton manufactures .. 128-64 184-17 43*16

4. Wool yarns . . 67-52 75'O5 ir

5. Wool piece goods .. .. .. 145-99 219-49 50-34

6. Other wool manufactures .. .. 124-38 136-34 9-06

7. Piece goods and other silk manu-
factures 465-76 929-72 99- 57

8. Coloured and tapestry paper . . 19-96 41-26 106-71

9. Tanned skins .. .. .. 47*96 63-37 32-I3

10. Boilers, machines, and accessories. . 6-32 10-52 66-45

11. Railway carriages .. .. .. 8-64 9-99 15*62

12. Wrought iron and steel, including
rails 5-64 8-17 44*85

13. Pottery, earthenware and china . . 5- 9-58 91-60

14. Glass works . . . . . . . . 8-31 12-10 45*67

15. Panes of glass and looking-glasses. . 11-42 16-03 4'36

Averages .. .. .. 78-96 128-16 62-31

fhe immediate consequence of the tariff reform enacted

in 1887 was a series of grave troubles in the external trade

relations of Italy, and a sudden breaking off of the old

commercial treaty with France.

A disastrous tariff war ensued, of which the effects

are shown by the following figures :
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ITALIAN STATISTICS.

(Exclusive of Precious Metals.)

1884

1885
1886 Commercial treaty

1887
1888

1889

1890

i8qi

1892 Tariff war

1893

1894

1895

1896

1897

1898

,
I .s. ,. ,

1900

1901

1902 New "
entente

"

1903

1904

1905

1906

1907

Italian Imports
from France.

Million Lire.

282

288

326

155

167

i63

144
168

158

162

134
161

116

152

167

179

184

193
200

224

244

Italian Exports
to France.

Million Lire.

415

446!

405'
I7

165
161

150

148

144

136

153
116

146
2OI

109

175
168

171

182

194

219

This other table has been drawn up to give a compre-
hensive idea of the manner in which the external trade

of Italy has been affected through the alteration of the

system of commercial policy.
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SPECIAL TRADE OF ITALY.

(Exclusive of Precious Metals.)

YEARLY AVERAGES.

Imports. Exports. Total.

Million Lire.

1884-86, previous to the

Tariff Reform of 1887 . . 1,412 1,016 2,429

1888-91, new duties, Tariff

war with France . . . . 1,253 93 2,156

1892-98, ditto, new treaties

with Central Europe . . 1,203 1,049 2,252

1899-1901, ditto, new "
en-

tente
"
with France . . 1,642 1,381 3,023

1902, ut supra . . . . !,776 *>472 3,248

^03, .. .. 1,862 1,517 3,379
I94> >, .. .. 1,914 1 '597 3,5n
I95 ,. 2,065 1,731 3,795

1906, .. 2,567 1,929 4,496

1907, ,, . . . . 2,760 1,851 4,612

Some remarks seem necessary for the better understand-

ing of the above figures.

(1) The ultra-Protectionist tariff of 1887 resulted im-

mediately in a reduction of the external trade of Italy from

a yearly average of 2,429 million lire during the period 1884-86
to a yearly average of 2,156 million lire during the period

1888-91, namely, a loss of 273 million lire in the yearly

average between the two periods, equalling 11-24 Per cent.

(2) This loss affected both the imports, which were

reduced from 1,412 to 1,253 million lire, or 10-11 per cent.,

and the exports, which fell between the two periods

mentioned from 1,016 to 903 million lire, or 12-51 per

cent.

(3) The revival of the export trade that took place in

the years 1892-98 was the result of the new commercial

treaties with the States of Central Europe ;
these arose



r,o

from the liberal influence of the German Chancellor, fount

Caprivi, and have in some degree moderated the rigour
of the Italian customs system enacted in 1887.

(4) The more noticeable progress of Italian external

commerce, both imports and exports, shown by the following

table for the years subsequent to 1898, must be attributed

partly to the new commercial
' '

entente
' '

with France which

began to work in 1889, and still more to the high prices,

which were a characteristic feature of that period up to 1907.

(5) Another cause has doubtless exercised a beneficent

influence on the development of Italian trade : that is

the better administration of public revenues after a period
of lavish and reckless expenditure, as shown by the figures

below :

GENERAL RESULTS OF THE ITALIAN STATE BUDGET.

Deficit. Surplus.
Financial Years. Million Lire. Million Lire.

1887-88 57-1

1888-89 230-4

1889-90 .. 23-5

1890-^1 . . 45-7

1891-92 .. .. .. 48'!

1892-93 .. 9-3

1893-94 58-8

1894-95 0-4

1895-96 1-6

1896-97 . . o- 1

1897-98 i-i

1898-99 . . 15-0

1899-00 .. .. .. .. 5-2

1900-01 41-2

I9OI-O2 . . . . 32*5

I9O2-O3 . . . . . . . . 69-7

1903-04 .. .. .. 33-8

1904-05 . . 47-7

1905-06 . . 63-5

1906-07 . . iox'8
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It would, of course, be rather difficult to discriminate

r-the special influence of the different factors in developing
the external trade of Italy, but one thing is clear and indis-

putable : Protection, which was the real cause of the trade

depression of the years 1888-91, can in no way claim any
share of the merit of its subsequent revival.

The other current opinion is equally without foundation,

namely, that Protection, in spite of the suffering incident at

its commencement, has finally exercised a beneficent in-

fluence by creating an" industrial Italy
"

side by side with

the old
"

agricultural Italy."
The only possible argument for such an opinion is the

incessant bustle and trouble which protected industries

continually make to monopolise for themselves the favourable

attention of public powers.
The witty distinction made by the great French econo-

mist, Bastiat, between "
ce qu'on voit

" and "
ce qu'on

ne voit pas
" must never be forgotten.

The progress of protected artificial industries doubtless

strikes at first the eye of a careless observer, and prevents
him from taking a fairer and deeper view of the reality of

things, by considering also the far more important progress
of those industries which Protection has thwarted and

handicapped in their natural scope.

In this respect we agree heartily with the judgment of

Mr. Bolton King in his excellent work, "Italy To-day,"
from which we extract some passages :

* '

It [Protection] has given a sickly life to a number of

industries, which are not likely to have any permanent

stability, and by whose disappearance the country would

rather gain than lose. Shipbuilders, with an eye to the

bounty, have built for tonnage rather than for carrying

efficiency. And Protection has strengthened the evil

connection between politicians and speculators, a connection

which manipulates tariffs and bounties for purposes of poli-

tical corruption. It goes without saying that the con-
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sumer has suffered heavily, and the whole purchasing power V

of the community has diminished."* 7

SILK.

Silk reding, spinning, and throwing is, by far, the most if

important manufacturing industry of Italy.

Silk worms are reared in almost two-thirds of the

Italian provinces. Their yearly produce amounts to about

60 million kilos, of cocoons, which correspond to a minimum
income for Italian Agriculture of from 180 to 200 million lire,

and, when cleverly reeled, to a mass of about 5,500,000 kilos,

of raw silk.

We must, moreover, take into account an additional

800,000 to 900,000 kilos, of raw silk produced in the^Italian

filatures from cocoons imported and 2,000,000 to 2,500,000

kilos, of raw silk imported to be reduced into
' '

Organzine
' '

or
* * Tram ' '

in the Italian throwing mills.

Of this huge production in raw and thrown silk, about

one-third of the world's production, one-sixth, say, 1,000,000

kilos, or little more, is absorbed by the national weaving

industry, the centre of which is at Como, and all the rest is

exported, representing about one-third of the total value of

Italian exports.

Before the Tariff Reform of 1887, the principal outlet for

Italian silk was Lyons. In 1888 France resorted to a

complicated system of bounties and retaliations against

Italian exports, which resulted in a great deal of trouble and

a serious crisis for the Italian silk trade.

Reeling and throwing, the t\so principal branches of the

Italian silk industry, very largely influenced by the principle

of the
"

freest and cheapest market," were seriously

hindered by a policy which imposed upon exportation
trades a heavy and iniquitous tribute in favour of protected

industries.

"
It.ilv To-day." By Button K'ng and Thomas Okcy. London : James

Nisbct & Co., Ltd., lyoi. 1'ayc 154.
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But the silk trade, though forgotten and neglected by the

ruling Protectionist party, continued to struggle valiantly,

and proved, in the midst of the severe trials it had experi-

enced, that it was possessed of a power of increase far superior
to that of any other privileged industry.

This statement is fully borne out by the figures of

the following table :

RAW SILK (REELED AND THROWN).

Imports into Exports from

Italy. Italy.

Years. Million Lire. Million Lire.

1888 32 254

1889 5 295

1890 36 269

1891 .. .. 34 .. -.243
1892 . . . . . . 65 296

1893 62 252

1894 53 268

1895 74 297

1896 51 .. .-258
1897 . . . . . . 68 .. . . . . 270

1898 62 316

1899 . . . . . . IO2 . . . . . . 421

19 74 350

1901 . . . . . . 84 .. . . . . 396

1902 . . . . . . 108 . . . . . . 446

1903 105 419

1904 . . . . . . 105 . . . . . . 418

i95 in 492

1906 117 586

1907 114 482

Silk weaving is protected against foreign imports by
heavy duties. But, the trade being chiefly export, it is

certain that the benefit received from a comparative mono-

poly of the home market is in no way comparable to that

wliirli tin' poliry "1
k '

the OJM n oloor
" would lt:i\v i^iiucd,
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by which the progress of exports is far more efficiently

secured.

In perusing the figures of the following table, the reader

must moreover bear in mind that it is very doubtful whether

the diminution, consequent on taxes on imports of silk

piece-goods, has been compensated by the increase of
?

national

manufactures.

The impoverishment of the consumers, through the

in. n MM 1 of taxes by Protection, has in most cases proved an

insurmountable obstacle to the extension of the business ol

national protected producers.

SILK PIECE-GOODS AND OTHER WOVEN MANUFACTURES.

Years.

1886

1887
1888

1889

1890

1891

1892

1893

1894

1895

1890

1897

1899
I you

1901

1902

I<*>3

1904

Impoits into

Italy.

Million Lite.
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COTTON.

The cotton industry is one of those which have been

most favoured by the tariff reform of 1887.

In considering this industry, one must not be beguiled by
the Protectionist fallacy, which wrongly attributes to the tariff

every progress cotton manufacture has made since 1887, in

spite of the fact that this industry (contrary to many others)

does not lack in Italy a solid natural foundation on which

it would also thrive under a sound and honest system of Free

Trade.

The following figures indicate the

CONSUMPTION OF RAW COTTON IN ITALY.

(Imports less Exports.)
In Quintals (100 kilos

Yearly averages.

1885-1887 576,966

1888-1893 756,729

1894-1901 1,166,822

1902-1904 1,474,280

1905 1,566,339

1906 1,745,297

1907 2,109,934

In 1906, raw cotton imported was

Quintals 1,830,194 for a value of lire 245,245,996

The exports of cotton waste were

Quintals 84,897 for a value of lire 5,518,305

Therefore the home consumption resulted in

Quintals 1,745,297 for a value of lire 239,727,691

Taking the figure of 240 million lire as the effective value

of raw cotton consumed in 1906 by Italian mills, we may
roughly estimate at 430 million lire, the total value of yarn
and piece-goods produced, calculated at an average value of

330 lire for a bulk of about 1,300,000 quintals ( being
allowed for waste).

In this calculation we do not take into consideration

the cost of other materials, such as coal, oils, bleaching pow-
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ders, dye-stuffs, &c., which (together with the wages of the

workmen, which are likewise not taken into account) go to

form this estimated value, and we admit ad abundantiam that

the annual output of the Italian cotton industry, less the

outlay for raw cotton imported and converted into different

manufactures, may be represented by a maximum figure of

200 million lire.

The British Board of Trade in the Fiscal Blue Book of

1904 (Second series of Memoranda, Statistical tables, and

Charts) (Cd. 2337), page 300, has thus calculated the average
incidence (ad valorem) of the import duties levied in Italy on

the under-mentioned classes of goods of British cotton manu-

factures exported from the United Kingdom in 1902.

COTTON MANUFACTURES.

Piece-goods : Per cent.

Unbleached . . . . 34
Bleached 33
Printed 52

Dyed, &c 29
Cotton thread for sewing . . . . 18

Cotton yarn :

Grey 14

Bleached or dyed . . . . 19

Noticing that the highest Protection taxes are pre-

cisely those established in the tariff for the inferior classes of

goods produced throughout Italy,we consider ourselves very

moderate in estimating at 30 per cent, the average over-

price which Italian cotton manufacturers are authorised

by the tariff to receive from national consumers.

It is true that this monopoly, legal but not at all legiti-

mate, has in itself a kind of imminent sanction for those

who are invested with it, because it tends to impoverish

the consumers and also to reduce the hom<- outlet or pro-

tected national industries.

Thus, in spite of increased production, in spite of the

growth of population by nearly 4,000,000 persons during
K
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the last 20 years the Italian consumption of cotton yarns and

piece-goods has undergone no substantial change. It remains

at a very depressed level, averaging less than 3 kilos, per year

per head.*

This undeniable fact furnishes a very disheartening

explanation of the increase of exports of cotton manufactures

of which Protectionists are so proud.
Unable to sell their whole output in the home market

without lowering their prices beneath the extremest possible

limit of the tariff, Italian cotton spinners and weavers

have found it more expedient to export their superproduc-
tion in competition with the produce of English manufac-

turers, and at the same prices, thanks to the policy of Free

Trade.

It happens, therefore, that the unfortunate Italian

consumers are taxed in order to compensate for those

losses which Italian cotton manufacturers prefer to sustain

rather than reduce their prices in the home market.

We have said the Protectionist tax levied upon the poor
Italian consumers averages about 30 per cent, of the value

of cotton yarn and piece-goods consumed in the country.
The following figures will give the means of calculating the

actual amount of such a tax :

* For 1906 these figures are available :

Yarn and piece-goods of cotton retained for consumption in Italy :

Quintals.
Production of the Italian mills, roughly 1,300,000

Imports of Yarn ... 8,406

Piece-goods 35,995

Total Imports 44.4QI

1,344,401

Exports of Yarn 103,799

Piece-goods 280,169

Total Exports 383,968

HOME CONSUMPTION ... 960,433
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VALUE OF THE COTTON MANUFACTURES CONSUMED IN ITALY.

1906.
Home production (yarns and piece-goods)
Yarn imported
Piece-goods imported

Total imported

Total
Yarn exported
Piece-goods exported

Total exported

Home consumption

Million Lire.

430
5

24

_29
459

24-7

107-6

I32-3

326-7

We are convinced that we do not exaggerate the truth

of these facts in estimating at a minimum of 100 million

lire the yearly tax imposed upon the Italian people by
Protection for the cotton industry.

We append, to complete this chapter, the statistics of

imports and exports in cotton manufacture since 1902.

COTTON YARN.

Imports into
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COTTON
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RAW WOOL USED IN ITALY.

Yearly Average in Quintals (100 kilos.).

PERIOD 1885-87.

Imports . . . . . . . . 114,610
Home grown . . . . . . 100,000

Total . . . . 214,610

Exports . . 145631

Home consumption . . . . 199,979

PERIOD 1888-90

Imports . . . . . . . . 91,207
Home grown . . . . . . 100,000

Total 191,207

Exports . . . . . . . . 15,001

Home consumption . . . . 176,206

PERIOD 1894-96.

Imports . 108,799
Home grown . . . . . 100,000

Total 208,799

Exports 29,891

Home consumption . . . . 178,908

PERIOD 1904-06.

Imports .. .. I55755
Home grown . . . . . . 100,000

Total . . 255,755

Exports . . 37,312

Home consumption .. .. 218,443

Allowing an average waste of 25 per cent., this con-

sumption by the Italian wool industry manufactures
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corresponds to an approximate average yearly output of

wool yarn and piece-goods as follows :

Period 1885-87 . . . . Quintals 150,000

,, 1888-90 . . . . ,, 132,000

1894-96 .. .. 134.000

1904-06 . . . . ,, 164,000

It must, however, be observed that the increase of

home product of about 14,000 quintals (as shown by the

figures of the last period compared to those of 1885-87)

has not made good the decrease of imports consequent on

the higher duties.

The yearly consumption of Italians in woollen manu-
factures averages scarcely 0-57 kilos, per head, as is shown

by the following figures :

YEARLY CONSUMPTION OF WOOLLEN MANUFACTURES IN

ITALY

(Yarn, Piece-goods, &c.), in Quintals

Calculated home production (1904-06) . . 164,000
Yarn imported (1906) . . . . . . 4,292

Piece-goods, &c., imported (1906) . . . . 38,310

42.602

Total . . . . . . 206,602

Yarn exported (1906) . . . . . . 4,330

Piece-goods, &c., exported (1906) . . . - 13.871

18,201

Home
'

consumption . . 188,401

Population (1905) : Million persons . . 33*3

According to the calculation of the British
" Board of

Trade" (Fiscal Memorandum of 1904, Cd. 2,337), the

average incidence (ad valorem) of the Italian import duties

on the woollen goods of British manufacture exported in

1902 may be stated as follows :
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WOOLLEN PIECE-GOODS, BROAD.
Per cent,

ad valorem.

Heavy, all wool . . . . . . 15

mixed 35

Light, all wool . . . . . . . . 14
mixed 33

Worsted, coatings, all wool . . . . 23

, mixed . . , 39
,, stuffs, all wool .. .. 35

mixed .. 35

,, yarn . . . . . . . . 22

HEMP, FLAX, AND JUTE.

Other textile industries are not of great importance in

Italy, and the following tables render sufficiently evident

the plain truth that the more natural industries of hemp
and flax, depending principally on home-crops, have been

sacrificed to the less natural jute industry, which, however,

has not received very great advantage from Protection,

which has imposed so heavy a burden on the shoulders of

the national consumers :

HOME-CROPS OF HEMP AND FLAX.

Quintals of Harl

Hemp. Flax.

lS86 . . . . 842,000 . . . . l66,OOO

1896 . . . . 757,000 . . . . 203,000

INTERNATIONAL TRADE OF HEMP, FLAX, AND JUTE.

Quintals.
Net Exports

Net Imports. Combed
Hemp,

Years Raw Flax. Raw Jute. Raw Hemp. Flax,
and Jute.

881 32,019 297.375 19.941

96,364 368,480 26,367

3,668 182,277 472.290 32,235

1,028 247,774 394.353 20,914

i,474 296,424 551,203 26,668

4.394 325>883 43>86o 25,267
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SUGAR.

The sugar industry is perhaps the most striking and

scandalous feature of the system, which has set up in

Italy an artificial industry exclusively at the expense of

the deluded consumers.

A Member of Parliament, Signor Emilio Maraini, has

been the political father of the Italian sugar industry, and

(what ought to be a proper case of impeachment for more

than one of our Government men) he was chosen as official

Italian delegate to the Brussels Sugar Conference of 1902.

From the Convention which followed, Signor Maraini, in

the name of Italy, eagerly accepted all the clauses which

advanced the interests of thirty-three Italian sugar factories

namely, the repeal of foreign bounties and the counter-

vailing duties but he curtly refused to sign the only
clause which would have given relief to Italian consumers,

by the reduction of Protection to a maximum of 6 francs

per quintal on refined sugar, and of 5 francs 50 cents on

raw sugar.

Such an exception, so-called, in favour of Italy, was

accepted without difficulty by the delegates at Brussels

from other States, provided that Italy does not export sugar
in large and continual quantities, and the net result of M.

Maraini's diplomacy was that, since September i, 1903, the

thirty-three Italian sugar factories, forming a Syndicate
known as

"
Unione Zuccheri," are enabled to regularly

extract from Italian consumers the whole difference between

the import duty and the excise tax according to these

figures :

Refined Sugar. Raw Sugar.
Lire per Quintal.

Import duty . . . . 99-00 . . 88-00

Excise tax .. .. 7Q'i5 .. 67-20

Protection . . . . 28-85 20-80

The excessive cost of sugar, consequent on this enor-

mous fiscal and protective tax, forms an insuperable
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obstacle for many far more natural industries, by which

those fruits most favoured by the Italian soil and climate

can be made into marmalade, jam, syrups, candies, &c.

Although the policy of Free Trade has established in

the United Kingdom a marvellous system of sugar-using

industries, in spite of the necessity of importing the raw ma-

terial from southern countries, it often happens that Italian

farmers must watch with bitter regret oranges, lemons,

peaches, and other produce of a warm and generous sun,

rotting on their trees, in order that the thirty-three manufac-
1

turers of the Sugar Syndicate may levy upon consumers a

yearly tribute of more than 30 million lire in addition to the

80-90 millions of State revenue, of which about 75 millions

come from the excise and the rest from the import duties.

It is therefore not surprising if the consumption of such

an appetising and hygienic nourishment as sugar is

restricted in Italy to scarcely 3-30 kilos, per head yearly,

and if, in order to preserve during three or four months of

the year irregular employment for some thousands of

workmen in the thirty-three protected factories, the labour

of a far larger number is sacrificed in agriculture and in

indigenous industries, which are prevented from thriving

and prospering by the artificial dearness of sugar.

Italy is very poor in metallic resources. The influence

of some important financial and political combinations has

been nevertheless strong enough to gain for Italian iron

and steel works a heavy measure of Protection, which,

according to the British Fiscal Memorandum of 1904

(Cd. 2337), can be estimated as follows :

IKON, STEEL, AND MANUFACTURES.
Per cent,

ad valorem.

Pig-iron . . . . . . . . . . 13
Rails . . . . . . . . . . 45
Galvanised corrugated sheets . . f>5

Tinplates . . . . . . . . . . 47
Steel bars, angles, shapes, &c. . . . . 21
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The protection of this industry weighs heavily on

Italian consumers, for it increases by millions of lire the

yearly State expenditure for defence, railways, and public

works, in which any foreign competition is rendered

practically impossible by an almost insuperable preference
in favour of home contractors.

Besides, Italian consumers of the working classes are

dependent on the iron and steel monopoly for their house-

hold furniture, agricultural implements, blacksmiths' and

carpenters' tools, &c.

It is a remarkable fact, and it furnishes a striking

evidence of the fundamental injustice of the protective

system, that the more skilled mechanical industries are

comparatively less protected than the industries from

which they draw their half-manufactured elements of

production. The evident explanation of this fact is that the

textile protected industries are politically the stronger and

it is to their interest that they should buy their working
machines in a cheap market.

As for shipbuilding, it costs very much to Italian tax-

payers by reason of bounties on construction and by draw-

backs. This industry would quickly have realised its

superior advantage in a policy of free imports, had it not

been cleverly monopolised into the combination of iron and

steel works and privileged companies of navigation.

It is not possible for us, without exceeding the limits of

this paper, to extend our survey to many other industries,

such as leather, paper, &c., for protection of which

Italian consumers are taxed yearly by millions of lire in

addition to the great burden of fiscal taxation on the

necessities of life.

Agriculture is the chief industry of the large bulk of

the Italian people.

According to the Census of February 10, 1901, among
25,387,507 Italians aged 9 years and more, a total of

9,611,003 persons is formed by manual agriculturists
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namely, fanners, wood-cutters, cattle and dairy attendants,

shepherds, &c.

None of these is in the least degree benefited by industrial

Protection, and every one of them is a forced tributary to

the monopoly of the protected manufacturing enterprises.

Other important classes of trades have equally no

interest in industrial Protection, which raises the price of

living, and diminishes the buying power of their wages and

laries.

We note especially, according to the Census of 1901 :

Persons.

Building trades 564,798

Transport trades, post, telegraph, &c. . . . . 423,791

Selling trades . . . . . . . . . . . . 484,614
Domestic attendance . . . . . . . . . . 482,080
Civil services . . . . . . . . . . . . 178,241

Army and Navy .... . . . . . . . . 204,012

Teaching 103,430
Hotel keeping, bath keeping, &c. . . . . . . 192,856

Hunting and fishing . . . . . . . . . . 55,464
Porters, shoeblacks, chimney-sweepers . . . . 92,775

Total 2,782,061

The Census of 1901 also includes 8,355,773 persons
without salaries, living at the expense of their families,

among which are :

6,443,803 female housekeepers,

1,560,890 students.

We do not exaggerate in calculating that among this

number at least 7,000,000 persons have neither direct nor

indirect interest in industrial Protection
;

we may add

another 500,000 persons from among the following classes

of liberal professions and from among persons of inde-

pendent means :

Sanitary professions . . . . . . 69,913

Legal professions .. .. .. .. 33.743
Literature and Sciences. . .. .. 29,152
Fine Arts, Music, Dramatic and Public

Performances . . . . . . 39<S77
Independent Persons . . . . . . 600,752



76

By summing up the results of these various statistics

we find that, roughly speaking, 20 millions of Italians from

9 years and upwards only experience the disadvantages
caused by Protection for manufacturing industries.

It would also be a great mistake to assume that the

remaining population (of a little over 5,000,000) is quite

differently situated as regards the effects of industrial

Protection.

We have shown in this paper that the chief Italian

industries, silk reeling and silk throwing, have been

seriously hampered by Protection.

It is the same with many other industries, notably

clothing and millinery, boots and shoes, furniture, print-

ing and painting, as well as with small local trades such as

blacksmiths, carpenters and joiners, c., which would all

suffer less from the increase of foreign competition than

they actually do from the artificial dearness of raw

materials.

Taking everything duly into account, we are sure that

only two million people have interests more or less con-

nected with the protected industries, and for the majority
of these any temporary loss resulting from a bold Free

Trade reform would be compensated by the development
of other more natural industries at present handicapped

by the tariff.

We confess, however, with regret that, at any rate at

present, there is no serious prospect that this just and

beneficial reform can be accomplished.
There are great difficulties in the way. The first is the

immense political influence acquired by the group of pro-

tected manufacturers during the last 20 years of ultra-Pro-

tection.

Another difficulty arises from our unfortunate anti-

democratic system of finance, which, being based chiefly

on indirect taxation, tends to delude tax-payers and to

prevent them from giving special attention to that part of
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the revenue which is diverted from its natural destination

into the pockets of some able but unscrupulous politicians.

But, above all, the great obstacle which the Free Trade

movement in Italy must surmount is that general distrust

which the leaders of different political parties have in a

policy which would have no immediate chance of success,

but would require from them, on the contrary, an un-

accustomed effort and a long, incessant popular propa-

ganda in order to tnrow down' one by one the Protection-

ist prejudices carefullyHfostered by a Press the slave of

dominant interests!

The greatest of these prejudices is that Protection is no

less necessary to agriculture than it is to manufacturing
industries.

We have already shown that the tariff of 1887 was the

practical result of a political compromise between industrial

Protectionists and large influential landed proprietors.

It must be readily acknowledged that the price of that

compromise, the duty on wheat, has certainly obtained

its result in accordance with the purposes and hopes of its

interested supporters ; it has, until recently, continually
increased by this duty the price of wheat in the home

market, and consequently the rents of arable lands.

But, according to a fiscal inquiry of the Ministry of

Finances, the average extent of Italian landed property can

be stated as follows :

Hectare. Proprietors.

Farms from o-oi to i . . . . 3,275,000
,, roi to 2 . . . . 614,000
,, 2'Oi to 4 . . . . 450,000
,, 4-01 to 8 . . . . 342,000

,, ,, 8*01 to above . . . . 250,000

Total proprietors . . . . 4,931,000
In point of fact, it must be remembered that small

landed properties are far more usual in the wine-cultivating

and fruit-growing provinces.

Among the 3,275,000 farming proprietors, cultivating with
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theirJamilies a maximum of I hectare of land, hardly any
are in a position to sell in the market some bushels of wheat.-

On the contrary, most of these small proprietors and the

majority of the 1,064,000 proprietors whose estates exceed

2 but not 4 hectares in extent, are compelled to buy a con-

siderable part of the wheat they eat, and consequently pay
an unreasonable tribute to some thousands of large and

medium landed proprietors.

In spite of this enormous protection, Italian wheat-

crops have been till 1907 far below the home consumption.

Italy has, therefore, continued to import regularly a large

supply of wheat, especially from Russia, and the duty has

constantly increased by the whole of the tax the price of

the home crops.

We give in the following table, in accordance with the

variations in the duty, the

WHEAT IMPORTS INTO ITALY.

(Lessened by the Exports.)
Averages.

Duty. Quintals
Periods. Lire and Centimes. 100 kilos.)

1881-83 I*4 910,510

1884-86 . . 1-40 6,520,980

1888-90 .. 3 from April 21, 1887 j 72706^0
5 from February 10, 1888 /

7 ' 79:

1891-93 ..5 6,736,860
1894-96 . . 7 from February 21, 1894 }

7.5ofrom December 10, 1894
-

6,138,930

7.5ofrom January i, 1898
'

5 from January 25, 1898 \

, duty suspended from J une 6, 1898

1898-1900.. 7.50 from July i, 1898 v 6,798,300

5 from July 4, 1898

7.50 from August 16, 1898
1901-03 . . 7.50 1,024,330

1904 . . 7.50 . . 8,057,020

1905 . . 7.50 11,711.280

1906 . . 7.50 13,732,620

1907 . . 7.50 10.310,250
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From this table it is evident that Protection has not yet

succn <lrd in rendering Italy self-supporting as regards her

supply of wheat.

The last wheat 'crop (1907) was exceptionally abundant

in Italy ; during the autumn months the imports fell to a

very low level, and consequently, for the first time, the

duty failed to influence prices so much as before. But this

abnormal condition rapidly disappeared as soon as the

market was freed from the extraordinary supplies of wheat

offered for sale, and the result has been that large dealers

have been able to realise during the spring months enormous

profits at the expense of both consumers and small pro-

ducers who have not been able to wait for better conditions

of sale for their crops.

We can estimate, in an average year, that the consump-
tion of wheat in Italy is a little more than fifty million

quintals, on which, by reason of the duty, Italians are

taxed at least 375 million lire.

The fiscal revenue has been on an average during the

last four years a little below 75 million lire.

The feudal private tribute which Protection imposes on

Italian consumers in favour of some thousands of large

landed proprietors is consequently about 300 million lire

yearly.

To be absolutely correct, we must deduct at the maxi-

mum one-third of this sum for home crops of wheat not

sold on the market but consumed directly by the pro-

ducers and their dependants. But even with this deduction

the duty on wheat remains a terrible burden for consumers,
and it reduces to a very low level the living standard of the

Italian people.
Millions of Italians never eat wheaten bread except in

cases of illness or on special festivals, and their nourishment

day by day is from inferior kinds of corn
p especially maize,

which, when badly ripened (according to the discovery of

the learned ProiessoT Cesare Lombroso), is often the cause
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of
' '

pellagra,
' '

that terrible amj_hideous wound, inthe

vefy~midst of_many of the richest and most flourishing

provinces of Italy.

13ut, apart from the depressing influence which the

duty on wheat has exercised on Italian consumers, it has

not been of unmixed profit even for the protected landed

proprietors, who have reaped a bitter harvest from their

short-sighted and base policy of immediate self-interest.

The high prices which, because of the duty on wheat,
the working classes are forced to pay for their daily bread

is an insuperable obstacle to the increase of the consump-
tion of other national agricultural produce.

Thus the pretended protection to agriculture, which is

in reality only a protection of the landed proprietor, has

directly and indirectly tended to limit both the internal

and external outlets for the staple Italian crops, some of

which, such as that of the vineyards, are in a permanent
condition of crisis.

Cattle-rearing, which might be a remunerative trade

for a large portion of the lands under cultivation, is seriously

checked by the impossibility of making up with cheap
corn the frequent scarcity of the home grass crops.

Nor is the whole mischief of the duty on wheat confined

to materialistic things alone.

The progress of Italian revolutionary socialism, with

its sad sequel of long and often seditious strifes, is due in a

great measure to the example of class policy made by the

coalition of agrarian and industrial Protectionists.

To-day in Italy, as well as in the time of Cobden in

Great Britain,
' '

the corn law is the great tree of monopoly,
under whose baneful shadow every other restriction

exists."

This is the great and simple truth which Italian Free

Traders desire to propagate without ceasing and by every
means in their power, even if for the moment they are pre-

vented from exerting a more efficient political action.
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It is in the name of Italian Free Traders that we hope
to gain the cordial sympathy of this Congress, and par-

ticularly that of English Free Traders, remembering with

gratitude how greatly the sympathy ol English Liberals

aided Italian patriots in the past century in their efforts

to regain national independence.

Professor ARNDT (Germany) submitted a summary ot

the following paper by Herr Gothein (Member of the

Reichstag, Germany)* :

THE German policy of protective duties came into force in

1879 by the coalition between the great industrial and landed

interests. The great landed proprietors, who chiefly grew
corn, were Free Traders as long as Germany was a country

exporting corn. Conditions changed in the seventies of

the last century, when, owing to the growing industrial

development, employment could be found at home for the

increase of population arising from the excess of births.

Moreover, owing to the foundation of the Empire, the inner

political situation underwent a decided improvement, and
this led to a decline in emigration for political reasons,

which, especially in the fifties, had assumed big proportions.

Within the area of the Empire to-day, the population
in the ten years from 1850 to 1860 only rose from 35-3
to 37*6 millions, i.e., only 2 '3 million souls ; in the following
decade the increase amounted to 3'2 million souls

; in 1870
to 1880, moreover, in spite of the detrimental influence

of the war, it rose steadily to 4*1 million souls, and thereby
a density of population was reached so that, even in years of

good harvests at home, the imports of corn out-balanced

the exports.
This change in the balance of German corn coincided with

a considerable fall of the price of corn in the world's mar-

ket, in consequence partly of the opening up of virgin soil

in the Central Territories of the United States by railways and

partly by the strong fall of shipping freightage. Whereas
* Hcrr Gothein was unfortunately prevented by illness from attending the

Congress.
F
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the large German landowners for the past three or four

decades had made steadily rising profits, conditions now

changed, and those who, in the expectation of the continued

increase, had bought or rented large landed estates were

no longer able to realise through agriculture a commensurate
rate of interest on the invested capital, or make sufficient

profit to cover the rent.

Although the farmers took up a sceptical attitude when
the question of duties on corn was first raised, they were

soon won over by the influence of Bismarck's powerful per-

sonality and the vigorous agitation of the "revenue and tariff

reformers." Those who were in favour of duties on industrial

products did not regard with favour duties on corn, fearing
that they would react on the wages of the labourers.

They accepted them as part of the bargain, as only thereby
could they hope to obtain the duties on industrial products
that they wished for. There was no majority in the Reichs-

tag for an industrial tariff pure and simple.

The Government proposed a duty of 0-5 mark on corn for

100 kilograms ;
it was raised to one mark by the Reichstag.

The fear that it would be gradually raised to 3 marks

was ridiculed by Bismarck in the words,
" Even the wildest

agrarian would never dream of a duty of 3 marks on corn."

But even whilst he was in power the duty on rye and

wheat was raised to 3 marks in 1885 and to 5 marks in

1887 ;
on oats to 4 marks, on barley to 2*30 marks.

Contrary to the predictions of Free Traders, the duties did

not always find expression in the prices of corn. Thus the

average annual price of wheat in the years 1885 to 1888

stood in Berlin at only 7*46 marks, 5-86 marks, 12*36 marks

and 22*17 marks per ton higher than in London, although
the duty was 3 marks in 1887, and even 5 marks per 100

kilograms in 1888, and wheat from over the sea, in conse-

quence of freight and expenses, stands about 5 marks per
ton higher in Berlin than in London.

Germany produces chiefly wheat which is soft, white,

yields much flour and little gluten, and requires the
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admixture of hard corn rich in gluten, and in years wh
the harvest is rich or it has to be gathered moist, there is

not sufficient use for it at home, and it has therefore to be

exported. But in the world's markets it will only realise

international prices. Whenever there was a good harvest

the competition at home depressed prices. On the other

hand, in times of bad harvests, the duty found almost full

expression in the price ; thus, in Berlin in 1889 to 1891,
the average annual price of wheat stood at 48 marks,

46^28 marks, and 51*24 marks per metric ton higher than in

London ;
but with the good harvests of 1892 and 1893 the

tension at once ceased, and prices fell to 34*59 and 28*20

marks, even to 20-5 marks in May, 1894.

By the Caprivi Commercial Trgaties, which came into

operation on January i, 1892, the duty on wheat and rye
was lowered to 3*5 marks, on oats to 2'8 marks, and on

barley to 2 marks per 100 kilograms. In the case of the

Russo-German Commercial Treaty, which came into force

by the middle of the year 1894, the necessity to furnish the

so-called identity-certificates (proof of place of origin)

was done away with in the case of exported corn home

grown and mill productions made at home. That is to say,

the exporter of corn or flour received an import certificate

(warrant) or receipt for the sum which the commodity
would have had to pay in duty if it were imported. These

certificates were received by the custom house authorities

on payment when import duties had to be paid. The

exporter of home-grown corn thus received an export

premium equivalent to the duty, with the result that the

surplus quantity of home-grown corn not required for

immediate consumption at home was exported. Hence,
there could be no depression of prices in consequence
of home competition, the duty on the contrary always
finding full expression in the inland price of corn. Although
the lowering of the duty in force from 1887 to 1891 on corn

used for bread from 5 to 3*50 marks was hereby more than

counterbalanced, the agrarian party opened a furious agitation
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against the lowering of duties, which led to the Billow

Custom Tariff of 1902. By this the minimum duties were

I

raised to 5-50 marks for wheat, to 5 marks for rye, 5 marks
for oats, and 4 marks for malt barley ;

the duty on barley
used for feeding animals was lowered to 1*30 marks. These

duties are still in force to-day, having been ratified also by
the new commercial treaties.

The duties on agricultural products have not been

able to check their increasing import. Naturally, the

volume of imports is to a large extent dependent upon
the result of the harvest

;
but even in years of very rich

harvests an increased excess of imports is required in

most kinds of corn.

As regards wheat, imports rose between 1889 and

1907 from 516,887 tons to 2,357,340 tons, and the import

surplus by 1^65 million tons, its value by 305,000,000 marks.

The importation of rye has, however, decreased, whilst

the export trade has increased
;

the former has declined

from 1,059,000 tons to 608,267 tons, a shrinkage of 690,000
tons ;

in value 70,000,000 marks.

On the other hand, the importation of barley between

1889 and 1907 rose from 651,000 tons to 2,115,000,

leaving an excess of even 1,487,000 tons, the value of

which is 200,000,000 marks.

The importation of oats from 1889 to 1906 rose from

257,700 tons to 401,000 tons, worth 15,000,000 marks. In

1907, after a record harvest, exports exceeded imports by
125,000 tons, valued at 2*23 million marks.

Of the four principal kinds of corn, Germany's imports
amounted in 1906 to 710,000,000 marks in excess of her

exports ;
the imports of 1906 exceeded those of 1889 to the

amount of 430,000,000 marks, although in 1905 and 1906
abundant harvests were gathered. At the same time

the importation of maize rose from 314,000 to 1,252,000

tons, showing an increase to the value of about 100,000,000

marks.

Altogether the importation of food, luxuries, and cattle,
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increased from 1,513,000,000 marks in 1891 to 2,490,000,000
in 1907, showing a rise of 977,000,000 marks, whilst the

export trade in these goods, rising from 438,000,000 to

562,000,000 marks, yielded an increase of only 124,000,000
marks. In spite of the fact that in 1891, owing to bad crops,
a specially large amount of foodstuff was imported, and

prices were exorbitant, in 1906-1907 there were good harvests

and Germany had to pay foreign countries for food and

luxuries more than three-quarters of a thousand million

marks more. The enormous agricultural duties have not been

able to prevent this increase of imports, though the

increase on the importationj)f luxuriesTrias been very slight .

The corn duties benefit exclusively the agricultural
industries worked on a large scale. The moderate-sized

farmers and small farmers are obliged to buy additional

stores of corn, flour, bread, peeled oats, and fodder. These

latter, in Germany, concentrate their energies in the rearing
and breeding of cattle, in the fattening of pigs, and in dairy

farming. The cultivation of fruit and vegetables only plays
an important part in a few districts of Germany ; poultry

breeding is still more insignificant and is greatly handicapped

by the dearness of grain through the tariff duties. Eggs
are chiefly imported from abroad (Russia, Austro-Hungary,

Italy), geese are brought from Russia and fattened in

Germany. With the exception of the latter, poultry is rarely
seen upon the tables of the lower middle and working
classes with whom the consumption of vegetables (with the

exception of cabbage, salad, and carrots) is very small.

Corn-growing for sale is profitable only when carried out /*

upon a big scale, because the modern mill requires large /|

quantities of uniform quality, which the small farmer cannot

furnish ; the latter therefore does not obtain such good terms

as the big landowner who can, besides, produce corn cheaper,

being able to procure artificial manure at wholesale prices,

and to use with advantage in his extensive fields machines
for ploughing and reaping, while the small farmer has to

depend upon manual labour, and can either not buy machines
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owing to want of means, or cannot make effective use of

them.

The result of the high price for corn in Germany has
been to maintain, or even to extend, the high unsound ratio

of large agricultural concerns to the medium-sized and
small farms.

For instance, originally the
'

Rittergiiter
' '

occupied
at most one-fifth of the fields, four-fifths were in possession
of the peasants, a proportion which, in South Germany
and on the Rhine in part, still prevails, though it is a part
due to the working out of the right of free division of

the land under which small landowners are increasing.

In the whole of the north, more especially in the region
east of the Elbe, after the thirty years' war, the big landed

proprietors annexed first the farms that were without owners,
and then infringed upon the right of ownership by the

peasants, unduly increasing their socage and taxes, and with

the rise of the price of corn during the last thirty years of

the eighteenth century, they declared much of the land

owned by the peasants to be part of their private estates,

/ converting the former owners into serfs. The culture of

i corn on a large scale was far more remunerative and rational

|
than on a small scale. When in the first quarter of the

eighteenth century the Prussian serfs were emancipated,
the still remaining peasantry had to assign to the owners of

the estates additional portions of the land in compensation
for the abolition of the socage and other dues laid upon them

during the long centuries of their bondage.
In periods when the price of corn was high, particularly

in the sixties and seventies of the past century, this growth
of the large estate continued by their owners acquiring
further lands. The type of estate to be found in those

districts of Prussia, Mecklenburgh, and the Kingdom of

Saxony wielding the greatest political influence in the

Empire, is not that to be met with in England, but rather

that of medium-sized estates of 300 to 1,000 hectares,

which are, in the greatest number of cases, managed by the
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owner himself. As to how many estates are united in one
hand we have no evidence. The number of owners of en-

tailed estates who own numerous separate agricultural con-

cerns, which they either let or have managed by appointed

stewards, is steadily on the increase. Thus entailed pro-

perty, which in 1896 comprised 6-1 per cent, of all the

land, had increased to 6-4 per cent, in 1905. On the

other hand, it is not infrequently found that several estates

have been amalgamated by the proprietors (or companies)

possessing sugar plantations. One of these companies,

having a beet-sugar factory in Silesia, owned some

twenty of the best sugar plantations. There are no statistics

with regard to the division of lauded property. Every
attempt made by the Free Traders to have them compiled
have been thwarted by the active opposition of the Agra-

rians, and the passive resistance of the Government.
But at any rate it may be safely assumed that the con-

centration of agricultural property is making further pro-

gress in Germany. The big estates seek to extend themselves

by the purchase of further land
; men grown rich in commerce

acquire landed property for political and social reasons.

In Bavaria the possession of an entailed estate of a certain

size confers on its owner the membership of the
' '

Reichsrat
"

(Upper House), in Mecklenburgh, the possession even of a
**

Rittergut
"

(manorial estate) entitles its owner to make
the laws of Mecklenburgh, and so forth. In Prussia, the

possessor of a few thousand acres, so long as he belongs to the

Conservative party, has the sure expectancy of being en-

nobled. It is true that for the last twenty years there has been

a movement to render possible the acquiring of estates upon a

small or moderate sized scale. It aims principally at the

formation of small or moderate sized
"
Rentengiiter" (rented

farms). This form of ownership, necessitating, in the first

instance, only a small sum to be paid on account, further

payments being made as yearly rents which at any time

may cease, has been warmly welcomed in Germany.

Through it numerous rich pro|>erties belonging to the
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cut up by Government officials and private companies.
The properties thus divided were chiefty those with poor

soil, which did not yield sufficient to make corn growing re-

munerative, but such soil might be expected to be consider-

ably improved on a small farm where in proportion to the

size a larger number of cattle would be kept. In the

Prussian provinces of Posen and West Prussia several large

estates have been sub-divided by the Prussian Land Settle-

ment Commission and assigned to German-speaking settlers,

in order to strengthen the German element at the cost of the

Polish. For this purpose the State has latterly received

authorisation for the compulsory expropriation of Polish

landowners. For some years past the Poles have successfully
tried to counteract this policy by breaking up large estates

and settling Polish farmers on them.

Possibly all these proceedings in recent years have

somewhat arrested the tendency towards any further

concentration of property in the hands of a. few. Still, from

1891 to 1906 only 137,618 hectares have been cut up into

rented estates, whereas from 1896 to 1903, the area of

entailed estates (Fideikommisflache) increased by 188,000
hectares. And in places where this systematic

' '

Internal

colonization" had not been taken up by the State, a further

increase of large landed estate must have taken place.

The high prices for corn, artificially maintained by the

taxes, cause a most unhealthy extension of corn-growing.

When, in the early nineties, comprehensive inquiries were made

by the Government in the various allied States as to the

actual facts and causes of the distressing condition of German

agriculture, it became evident that where this existed it was

due to the excessive extension of corn-growing, to the in-

sufficient attention paid to the growing of food stuff for

animals, and to the small number of cattle reared.

Nevertheless, owing to the woeful complaints of the

Agrarian party, the duties on corn were increased. In spite

of the withdrawal of considerable tracts of land from agri-
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cultural use, owing to the extension of towns and centres of

industry, and to the development of the network of railways
and roads, the land devoted to the growing of the four

principal species of corn increased from 1890 to 1906 as much
.is 360,625 hectares, the land used for growing potatoes, a

crop following corn like a shadow, was increased by 249,211

hectares, while at the same time the increase in meadow
land only amounted to 42,000 hectares.

The increase of cornfields is mostly due to the bringing
into cultivation of meadow and pasture land as well as waste

land and forest land
; now, in accordance with the law

of diminishing returns, a far greater outlay is required to

render such soil productive, and hence only unsound prices
can render such cultivation profitable.

But the preservation of agricultural industry on a large

scale undoubtedly means stagnation in agricultural pro-

ductivity. It is true that in the above-mentioned decade

rye increased from 14-3 q. (at 100 kg.) to 15-8 q.,

wheat from 17*7 q. to 203 q. ; summer barley from

i6'5 to 18-3, and oats from 15 oo to 20-07 q. per hectare,
but 1906 was an unusually good harvest, and a later estimate

showed even greater results. In any case, however, the

same quantity of land could certainly have been made
more remunerative by farming on a small scale, with its

more intensive cultivation than by that on a large scale,

where cultivation is extensive, though capital can be em-

ployed more effectively. The stock of cattle on a large
farm is extraordinarily small

; according to the cattle census

of 1895 in farms of more than 100 hectares there were

24-99 nead of cattle, 11-35 P'6S > 7^'73 sheep to the hectare,
while on those between 20 and 100 hectares there were

47-12 head of cattle, 26-93 pigs, 35-45 sheep to the hectare.

Farms from 5 to 20 hectares showed 64-05 head of cattle,

43 '3^ Pgs, 19*25 sheep.
Farms from 2 to 5 hectares showed 85-30 cattle. 71-17 pigs,

14-89 sheep.
Farms under 2 hectares showed 78-26 cattle, 191-06 pigs,

31-39 sheep.



90

The breeding of animals is to this day the essential

part of German agriculture. According to the returns of

the net receipts of agricultural industries, it was proved
that on the average only 26-4 percent, was derived from
the sale of corn, 16-3 per cent, from the sale of roots or bulbs

(Hackfriichten), whilst 40-6 was obtained from cattle

breeding. In this taxation, the large farms were decidedly

favoured, while small farms and medium sized farms were

flagrantly neglected. We may, therefore, justly assume
that at most only 18 per cent, of the revenue derived from

German agriculture com.es from the sale of corn, whereas

cattle and animal products account for 50 per cent.

The agrarian party now deemed it necessary to introduce

a considerably larger protective duty on cattle and animal

products in order to preserve or to arouse the interest of small

farmers in the Protection movement. Large numbers of the

people engaged in small farms are being injured by the high
duties on animals, principally by those on horses, which in

the case of draught horses amount to 120 marks
;

in the

case of horses for breeding to 360 marks, for only few of

the small farmers can devote themselves to breeding horses.

It is much the same so far as dairy-farming is concerned,
for the price of milk-giving animals is not only enhanced

by the taxes, but far more so by the embargo laid upon them.

By these means the importation of the very productive Dutch
milch cows and the improvement of the native animal by the

introduction of good breeding stock are rendered impossible.
The dry climate of Germany and the feeding in sheds which

is necessary, owing to the extensive arable land and the

consequent scarcity of pasturage, prevent the native cows

except in the districts near the sea and mountains from being

very productive of milk, and they therefore require the

introduction ofnew blood from abroad to strengthen the breed.

The policy of taxation and the embargo laid on foreign cattle

under the pretext of a possible epidemic add to the price and

make this introduction a matter of great difficulty. In spite

of the fact that milk is very dear in Germany, so that the
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children suffer in their Jqeding, dairy farmmj*_is m)t_yery
lucrative, because of the exorbitant

heavy taxes on maize, barley,
and rye food-stuff whichjhe

dairy farmer may be obliged to buy. Added to this, it must
be remembered that after each bad 'harvest potatoes, corn,
or hay the stock of cattle must be reduced, and then when
the harvest is good it is impossible to increase the number
of cattle to a corresponding degree. Thus the proportion
of cattle kept per head of population shows a substantial

decline. In 1860 and the first few years following, to 100 in-

habitants there were to be reckoned 39-2 head of cattle
;
in

1873, 38-4 I
in 1883, 34-5 ;

in 1892, 35-5 ;
in 1900, 33-6 ; and

in 1904 only 32*2. Since then a further decline has to be

recorded. Even more marked is the decline in sheep. At
the beginning of the sixties, the proportion stood at

73'3 to one hundred people, in 1904 it had fallen to 13*2.

It is only in regard to pigs that we find a gradual increase

from 17-4 in 1873 to 31-6 in 1904.
If earlier, one might have concluded that this declension

in cattle was compensated for by an improvement in the

quality ;
we can no longer entertain this theory, owing to the

absence of fresh blood the strain must deteriorate again.

Large farming establishments, whose principal industry
is the cultivation of corn, keep cattle less for breeding than

for fattening, and require the cattle mainly for the produc-
tion of manure. At the same time, the bullock or bull

is utilised for the plough. Hence the big agricultural em-

ployer, as he buys the cattle when they are lean and sells

them when they are fattened, has an interest in low prices

for lean cattle and high ones for fattened cattle ready for

the butcher ;
whilst the interest of the small farmer is chiefly

concentrated on dairy-farming, and that of the medium-
sized farmer is again mostly taken up with the breeding of

cattle. Both small and moderate sized farms, especially

when compelled to buy additional fodder, suffer most

severely by a tax on fodder
;

for the importation of maize

and rye for the purjx>se of fodder is reduced to its smallest
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possible quantity, the duty on the former being 30 marks

per ton and that on the latter 50 marks per ton.

In an even greater measure than is the case with

cattle, the average sized farmer and the small farmer are

concerned in the keeping of pigs. In 1905, 74 per cent, of

the entire number of swine were in the hands of farmers

owning less than twenty hectares of land.

The smallest farmers do not go in for breeding them
themselves

; they buy sucking pigs or lean swine and fatten

them. The breeding of swine has of late been more and
more taken up by the large farmers, especially those landed

proprietors who are members of co-operative dairies, and
use the skim milk or the whey sent back to them for feeding
the pigs.

On the smallest^ farms pigs are kept chiefly for home

consumption, though it is not unusual to find that one is sold

when two are kept. The number of pigs kept in Germany
is subject to extraordinary fluctuations, according to the

yield of the potato harvest and that of other fodder
;
in this

way the price of pigs is in correspondence. If the harvest is

a poor one, the small farmer must either give up his pigs or

considerably reduce their number, as he cannot afford to

buy their food. Young pigs are then difficult to sell and their

prices drop enormously. Brood-sows also have to be killed

owing to lack of fodder. Thus for a short period pigs are

killed in large numbers, and therefore the price of pork remains

very low, after which there is a longer period of scarcity
of swine with strong rising prices, but the small pig-keepers
and breeders do not benefit, as they have then none to sell.

The big agriculturist can weather this time more successfully,

since he has in any case garnered enough to feed his own pigs,

and he has compensation in the enormously increased

prices. In such times a much bigger proportion of the supply
of pigs to the abattoirs is provided by the large wholesale

farmers. At the next good harvest the high prices are a

great inducement to people to increase the number of

their pigs ;
the price of young pigs goes up to an inflated
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degree, and after a time, usually after two years, over-

production sets in, prices fall, and with the next bad potato
harvest the phenomena named above are repeated. Mean-

while the people suffer greatly from these fluctuations in

tlu 1 moat market.

Quite recently an increase in the consumption of meat
ha^ been computed, because a greater number of pigs and

young cattle has been killed.

One must, however, regard with some scepticism state-

ments relating to the increase of the consumption of meat,
Mcing that it has been left out of consideration that the

slaughtered animal would yield less meat than was the case

in the period prior to this meat famine ; whilst the weight of

bones, skin, hoofs, horns, and blood has not undergone an}'

change. The complaint of butchers and managers of

slaughter-houses about the reduced weight of animals has

been very strong, and it is from them that the statement

has issued that the feeding and fattening of the animals

has not up to the present time attained its former high
standard. Though the meat consumption in Germany I

does not compare unfavourably with that of England and
|

France, it must not be overlooked that the consumption of

fresh fish (fish not smoked or dried), which occupies
so important a place in England, is very insignificant in

Germany, and tHe same may be said of poultry. The

meat consumption of the poorer classes is mainly confined to

pork, and it is exactly in this that fluctuations are extra-
|

ordinarily great.

The importation of preserved meat and sausages is

altogether prohibited by the operation of the law which

requires that all moot should be examined
;

this law was

nominally made for hygienic reasons. Fresh meat can

hardly ever be imported, owing to the danger of contagious

disease, and when imj>ortation is permitted, the duties and

the chicaneries of the tariff render its importation almost

impossible. The taxes on fresh beef, veal, and pork amount
to 27*00 marks per 100 kilogs. For meat free of bones
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an additional 20 per cent, is put on
;

for frozen meat,
which is so largely imported into England, and forms such

an important article of food for the poorer classes, the

duties amount to 35-00 marks per kilog., with an additional

20 per cent, for meat free of bone, with the result that the

importation of this important food is simply rendered im-

possible. Upon salt meat the duty is 35-00 marks, upon
bacon 36-00 marks, and the regulations issued by the

meat inspection law further increase the duty whenever

they do not render the importation entirely impossible.

Even lard, the fat used by the poorest people, is burdened

with a duty of 10-00 marks. As before mentioned, all

these duties have not even resulted in rendering the breeding
and fattening of cattle particularly profitable for agriculture,

since the duties have raised the cost of fodder and the

importation of breeding cattle has been almost entirely

prevented. They have had the effect, like the corn duties,

of raising the prices of estates enormously. Before the last

raising of the duties, the Settlement Commission in Posen

and West Prussia paid on an average 1,007 marks per
hectare

; after, in the year 1907, they paid 1,508 marks per
hectare. On the whole, we may presume that since the intro-

duction of the agrarian duties in 1879 the price of German
farms has doubled, and even trebled. In many instances,

however, the last raising of the duty has alone led to the

raising of the price of farms by 130 per cent. That is an

advantage to the owner who wishes to let or sell and there-

with ceases to be a farmer ; but it is a great disadvantage
to those who are taking up, or are engaged in farming either

as purchasers of land or as tenants. Even the successor

to a property is placed at a great disadvantage through
these artificially forced up prices. Because, as in Germany
the greater part of the landed property is not entailed, the

heir who enters into possession of the estate has to pay his

brother and sister, in dividing the inheritance, a sum which is

higher in proportion to the enhanced value of the estate.

Thus, in times of a bad harvest, or with epidemic amongst
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his cattle and so forth, he is therefore much worse off than

formerly.

Every rise in duties has expressed itself in the prices and

rents; of farms, and the new owners and tenants, who bought
or rented at the higher rates, declared after a little time that

their farming did not return the cost of production.

Owing to the dearness of bread, that staff of life, the

consumption of the higher nutritive articles of food, as, I

for instance, that of meat, milk, butter, poultry, eggs, vege-
J

1,1 Mrs, and fruit, has been extraordinarily reduced, whilst I

at the same time the unsound development of corn -growing
has been favoured artificially. The cost of agricultural

production has, moreover, gone on increasing through this

policy, not only by reason of the higher cost of land and

ground, but also owing to higher wages, dearer coal, and

so forth. It is true that wages have not risen upon
the great farms in the east and north in proportion to

production. Owing to the employment of great numbers

of cheap foreign labourers, particularly from Galicia and

Russian Poland, who every year come to Germany for

temporary work (they are called
"
Sachsenganger," from

their original destination, i.e., Saxony), that is, from the

beginning of the ploughing to near the end of the gathering
in of the turnips and potatoes, the wages of the home
labourers are permanently depressed, which has resulted

in an extensive drifting of the rural population into the

industrial towns and centres.

The agrarian duties were to a great extent advocated

upon the ground that in promoting the prosperity of agri-

culture a check would be placed upon the drifting of the

country folk into town districts. As a matter of fact,

exactly the contrary effect was achieved, and it is well known
that in periods of high-priced corn great landed estates

have always increased, and with it the rural de|x>pulation.

Thus the rural population diminished in 1882 from

19,225,455 souls to 18,501,433 souls in 1895 ; that is, by
about 724,148 persons, or 3-24 per cent., whilst at the
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15 per cent. In 1882 the rural population amounted to

42-05 per cent, of the whole population, in 1895 not quite

35-6 per cent. ; to-day one might reckon it at from 28 to

29 per cent, at the highest.

The depopulation of the rural districts is chiefly limited

to those parts where the large landed estates and important

middling-sized ones prevail, for it is here that the countryman
finds it difficult to acquire land for himself and make him-

self independent. In those districts where small properties

predominate, and where land is freely cut up, no depopula-
tion is to be found. Between 1882 and 1895 there was,

consequently, only a decrease in farm labourers, but a small

increase in the number of independent farmers.

Agriculture that is carried on upon a large scale with

corn-growing preponderating, requires the employment of

much machinery and few permanently employed labourers
;

for potato and turnip cultivation labourers are only re-

quired during the season, and there is no work for them in

the winter. Small farmers, upon the other hand, concerned

with the keeping of cattle, with vegetable and fruit culti-

vation, can make a much more effective use of labour,
even in winter.

In the decades in which high prices for corn prevailed,
even before the introduction of the duties on corn, emigra-

tion^ was also very considerable, for at that time it was

profitable to buy up peasant lands, and increase the area

for extensive corn-growing. The extent of the emigration
to North America is shown by the following figures :

Wheat. Rye.
Prices in Prussia. Prices in Pruss'a.

In the Decades Men. Per Ton. Per Ton.

1841-1850 434,626 167-8 I23-0

I85I-I860 951,667 2II-4 I51'5

1861-1870 822,007 204-6 i54'Q

I87I-I88O 757,698 223-2 I72-5

In the last period, it was only in the years succeeding the

war that, there was any strong current of emigration ; in



those years the price of corn was very high. In 1876 only

29,664 people emigrated ; in 1877 only 22,898 ; in 1878

only 25,627 ; in 1879 again 35,888 people went to the

United States. In this connection it must be remembered
that in the second half of the seventies the economic con-

dition of Germany was unfavourable. The outlook com-

pletely changed with the inauguration of the policy of

protective duties. In 1880 the emigration figure reached

117,007. In the following years it attained the enormous

height of 220,902 individuals
;
in 1882 the numbers stood at

2O3>585, and maintained during 1883-1885 the still very
considerable levels of 176,616, 147,065, and 110,119 ;

in the

second half of the eighties it was somewhat reduced, and
stood at 83,225 in 1886 and remained near the hundred

thousand (104,787, 96,070, 97,103) in the following years,
and then in the years of scarcity, 1891 and 1892, it again
rose to the immense height of 120,089 and 116,339 equal
to -241 and -231 per cent, of the population. During
the thirteen years of a policy of growing High Protection,

Germany lost almost 17 million people by emigration, the

great majority of them in the prime of their working years.*

A complete change took place only with the relief of

burdens which was brought about by the CapnviCojnmerciar
Treaties ; and in recent years the number of emigrants,
which in 1901 reached 22,073, its lowest figure, and in

1903 again rose to 36,310, remained below the number of

immigrants. The mighty development in industry dates

from this period, and it was only through its means that it

was possible to find work at home for that part of the popu-
lation for whom agriculture' could provide no employment.

Germany suffered enormous loss through the immense

American statistics return the numlxr of emigrants from Germany
considerably higher than the figures given in the German returns
for the total emigration over seas ; thus, according to the former, the
number of immigrants into the United States of America from Germany
amounted to 245,072 j>crsons in 1887. and to 2^2,2ftf) persons in 1882. On
the whole the American returns in this instance, may be. regarded as more
accurate than the German, because the latter are unable to trace every
emigrant who leaves Europe from a non-German |xirt.

G
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volume of emigration. It must be borne in mind in connec-

tion with this, that the great majority of emigrants were

men of an age rendering them most fit for work, for whose

rearing and education their native country had borne

all expenses. These seem to be under-estimated at 3,000
marks per head, and would thus represent by themselves a

sum of five milliards of marks in round figures presented by
Germany to the United States. For the New World reaped
the benefit of the working power of all these people, whilst

Germany lost it, and all the money spent upon them whilst

young was wasted. In addition, the emigrants took with

them considerable sums of money from their native country.
This especially applies to the emigrants belonging to the

small peasant class, who sold their farms to the large land-

owner and took the money they realised for them with them

to America.

THE PROTECTIVE CUSTOMS DUTIES AND INDUSTRIAL

DEVELOPMENT.

To the casual observer it may appear that the

great industrial development of Germany during the

past few decades is due to the policy of protective
duties. This is affirmed by its defenders, who especially
trace to it the development of the great iron industry

(Grosseisenindustrie, that is, producers of iron and heavy
iron goods). It is said that before 1879 the German
iron industry was on its last legs, and that it was

through the policy of protective duties that it took

another lease of existence. But this statement

breaks down on a closer investigation. It is true that

at the end of the seventies of last century, the German
iron industry was in a feeble condition, because the home

demand, amounting to 2,954,000 metric tons expressed
in pig-iron in 1873, fell as low as 1,520,000 tons, or to

about one half, in 1879, although the population in the mean-
time had grown by 2 millions. At the same time, however,
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the demand for pig-iron for the iron cxpon
from 421,000 to 1,350,000 tons. Germany
therefore for iron had improved by 1,253,OCR

1873 and 1879. Expressed in pig-iron, tht,

.ihv.idy in 1879 a balance of 706,000 tons

Germany, therefore, was even then already a

iron-exporting country. She was only dependent on Eng-
land and Scotland for her pig-iron supply required for

foundry purposes. In 1873 she was still obliged to purchase
there 77-4 per cent., and in 1878 still 697 per cent, of the

total quantity required by her for that special purpose.
The total production of the German blast furnaces now

rose from 2,227,000 tons in 1879 to 3,687,000 tons in 1885.

It showed a slight decrease the following year, but exceeded

4,000,000 tons in 1887, and then constantly rose to 8*52
million tons in 1900. During the crisis in 1901 it fell to

7*88 million tons, but steadily rose again since to as much
as 12*875 million tons in 1907.

This enormous increase hadjiltogcther very little to do
with^Tficrprotechvejluties.

and was raffier due to a change
m the processes of manufacture. Germany is poor in ores

free from phosphorus, and^uTFable for the acid Bessemer

process, but on the other hand she is rich in deposits of iron

ores containing a high percentage of phosphorus. So long
as the latter could not be used for homogeneous iron (mild

steel) and the ores free from phosphorus nad to be brought
at great costs from abroad, the blast furnace and homo-

geneous iron industries of Belgium and England had an

essential advantage over that of Germany. But positions
were reversed the moment that, thanks to Thomas Gil-

christ's invention, it was found possible to convert iron

containing a high percentage of phosphorus into homo-

geneous iron in the Bessemer apparatus. A glowing future

was thereby secured for the Bessemer steel industry in

Germany. In 1879 a total quantity of only 461,253
metric tons of pig-iron was converted by either the

acid or the basic Bessemer process throughout
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many. In 1883, besides 495,920 tons of pig-iron con-

verted by the acid process, 369,685 tons were converted

into steel by the basic process, the production of the latter

class of steel rising steadily to 4,826,459 tons in 1900 ;

owing to the crisis it dropped in 1901 to 4,452,950 tons,

but again rose to as much as 8^34 million tons in 1907.

To a small extent, of course, this increase took place at

the cost of the puddling process. The development of

the English pig-iron industry did not keep pace with that

of Germany, because the natural conditions favouring
the basic Bessemer process did not exist to the same extent

in England, the iron and steel industry of which country
now ranks as third, coming after that of the United States

and Germany.
The question of the amount of pig-iron imported into

Germany depends essentially on the state of the market in

that country. Imports grow in years when iron prices are

high, and the demand for articles of iron or steel is very
brisk ; they fall in years when the demand is small and prices

ate low. During the brilliant year of great prosperity, 1900,

they reached 671,191 tons, whereas they fell to 116,245 tons

in the year of depression, 1902. In 1900 it was greater even

than in 1873, although a duty of 10 marks per ton had in the

meantime made the importation more difficult. This tax has

undoubtedly considerably interfered with the importation

of pig-iron from abroad into Germany. The proportion

of foreign pig-iron imported to meet the demand in Germany,

though fluctuating, is constantly decreasing. The falling

off would be considerably greater still, if the German pig-

iron syndicates did not keep prices so high in the country
as to make the importation evidently still profitable.

The cost of production at the Lorraine, Luxemburg,
and Saar works and at Peine-Ilsede, is so extraordinarily

low that it probably hardly exceeds that of the most cheaply

producing American works.

The development in the~manufacture has led to the

fine rolling of the material in one heat, whereby a great
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saving in fuel and labour has been effected. This, howevei,
necessitates the grouping together in one and the same
hand of blast furnace, steel works, and rolling-mills. By
this means the cost of production of the German combined

steel rolling mills has been considerably reduced, and

this enables them to export large quantities of billets,

rails, metal sleepers, beams, special iron, &c. Of billets

alone the export in some years amounted to as much
as 638,000 tons (in 1903), while the export of rails

and sleepers reached 535,000 tons (in 1906). Altogether,

Germany exported in 1900 not less than 2,163,000 tons of

purely rolling-mill products, besides 966,359 tons of

billets and 409,083 tons of pig-iron. Her demand for

pig-iron for the iron and iron goods export trade must
have amounted to*5 millions at least in 1906, besides 300,000
tons (in round figures) of iron in machinery, ships, and

instruments, which required perhaps three times that

quantity of pig-iron, so that it may be assumed that

one-half of the pig-iron produced in Germany is exported
in a worked-up state.

If the method of manufacture in the case of heavy

rolling-mill products, as rails, sleepers, joists, shapes, &c.,

necessitated the combination of blast-furnaces with steel

converters and rolling-mills within the same works, there

was no necessity for it in the case of the manufacture of

lighter articles like, e.g., sheets, bars, wire, &c. It was

only the protective customs duties that created a combina-

tion in this branch of the iron industry too. In the first

two decades the duty in most cases did not make itself

felt, either in the price of pig-iron or in that of half-finished

material, or in that of the finished 'goods. As production
exceeded demand at home, competition reduced prices to

their natural level. It was only in the middle of the nine-

ties, when the iron industry Ix'gun to form kartells, that

it became possible to bring the influence of the tax to

bear upon the price. Such kartells, however, could easily

be formed for pig-iron, billets, material, rails, sleepers,
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wheel-hoops, joists, that is to say, for large, heavy articles

which could only be produced by a few combination works.

But they could not be formed in the case of lighter rolling-

mill products, such as bar-iron, sheets, and tin plates, which

were produced by the smaller concerns, which are purely

rolling mills. The combination works which produced these

lighter articles also do not consider it necessary to their

interests to form the smaller mills into their kartells
;
on

the one hand, because they do not wish to be tied down, but

to retain a free hand on that portion of their manufacturing

business, and on the other hand it does not matter to them if

the competition of the purely rolling mills continues per-

manently. The latter, however, who are obliged to buy their

pig-iron and billets in the market, have to purchase it from

the former, at the high prices fixed by the kartells, whereas

the combination works can provide themselves with those

materials at a considerably reduced cost of production. In

addition to this, the large combined iron and steel works

are throughout owners of collieries, and are consequently

independent with respect to their coal-supply, whereas the

smaller firms, which are obliged to get their coals elsewhere,

especially the purely rolling mills, are handicapped by the cost

of their fuel, which they are bound to buy at the prices

artificially raised by the coal syndicates. Their condition,

therefore, is an exceedingly sad one. At times, when the

demand is more brisk, they are, it is true, able to

recuperate in consequence of the strongly enhanced

prices of their finished articles ;
the moment, however, that

there is a falling off in the demand, the prices of finished

articles begin to sink, the more so because at such times

the larger works are in the habit of cutting down con-

siderably their prices for bar-iron arid sheets against the

s"rnaller works with a view of securing employment for their

own establishments. The prices, however, for pig-iron
and billets are even then maintained high by the

syndicates. Although the raw material syndicates, ToTuTther

the export trade, grant, at best, quite inadequate export
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premiums to the purely rolling mills for coal, pig-iron,

and billets, these small works are unable to keep up
competition at home, and many of them have consequently
been obliged to close altogether, or have been bought up
at a low price and merged into the larger combined works.

Nowadays the purely^ rolling mills have, in consequence
of the stress of times, and the policy of manipulating prices

pursued by the kartells, become Free Traders. They are

agitating for the abolition of the duties on iron, because in

that event they would be in a position to purchase their

pig-iron and billets abroad without the increasing of

their costs by duties, and to resume the competition with

the larger combined works. Without such abolition of

customs duties, they are bound to go under without any

hope of rescue.

The syndicates in the iron industry are the outcome of

the duties on iron which have not protected the weaker

concerns, but have ruined them. They lead to the formation

of kartells, of Trusts, and the gigantic amalgamations of

the various iron industry branches (mixed works).

Nor does this development further the interests of the

workmen employed in the German iron industry. The out-

come of the price-manipulating policy of the steel works

combine is that, not only billets, ingots, bars, plates,

but even joists, shape s(tee-angles and other bars),

rolled wire, and certain sheets controlled by a syndi-
cate are sold abroad, but at considerably lower prices than

they can be had by manufacturers at home, who require
them for working them up into goods. For instance, the

Belgian wire tack industry owes its existence to the

factthaf tTic Tjerman rolled wire ]works supplied ^o them
OK- material at ~a much lower price"thanJo the wire taclc

makers at home. ~~Many English sheet-mills llun>h lx?causf

they a_re~aftle to_ohtain their material so cheap

(Jermajw!
TKuiPwe find the following statement in one of the

most responsible of the English trade journals, the
"

Iron
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and Steel Trades Journal
' '

of November 14, 1903 :

" The imports of German steel at Newport have lately been

at the rate of 200,000 tons a year. The greater part is

taken by the large works at Newport and the neighbour-

hood, namely, Lysaghts, Nettlefolds, and Baldwins ;
the

Lydney and Lyndbrook works in Gloucestershire ;
and by

manufacturers in South Staffordshire and the Birmingham
districts. Lysaghts are probably the largest consumers of

German steel in the United Kingdom, and they employ
thousands of men at their works hi rolling the steel bars into

black sheets, which are afterwards corrugated, galvanised,
and sent from Newport to all parts of the world. The
difference in price of the German anclJBritish steel is from

los. to I2S. 6d. a toru The importation of the cheaper
article makes air the difference to manufacturers, who are

thus enabled to retain their trade and compete in the

markets of the world."

At the very same time tin-plate mills complained
that the material to be rolled into sheets was sold at

75'oo marks f.o.b. Antwerp, whilst its price at home in

Germany stood 19-00 marks^ higher. They pointed out that

if for the export trade the material had only been sold to

them as cheaply as to the foreigner, they would have been

able to work up 130,000 tons more of it, and would not have

been obliged to discharge workmen.

The situation in the rolled wire trade was exactly similar.

On this subject the Diisseldorf Chamber of Commerce, in

their Annual Report for 1902, reported as^follows :

'

In

the rolled wire trade English competition^ asserted itself,

because German works supply the English with the

necessary material at such cheap rates that the English-
man can produce wire much more cheaply. In English
works German billets were permanently 10 shillings

'per ton cheaper than English, which fact caused a notable

decline in the German export of finished wire."

Owners of German wire-drawing and wire-nail mills

complained that they had no chance of competing with the
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Dutch and the Belgian factories, who were supplied by the /

German rolling-mills at a so much lower rate than they.
This the owners of the rolling-mills attempted to justify

by saying that in the foreign markets higher prices
could not be realised, since wire obtained from German
and American iron bars and drawn on English benches

was offered so cheaply in Dutch and Belgian markets.

The chairman of Palmer's Shipbuilding and Iron

Company in Newcastle, who, in addition to their ship-

building trade, have some furnace and steel works, said :

* ' As regards the dumping of German goods, I am
bound to confess that we shipbuilders on the North-East

Coast may congratulate ourselves on being able to purchase
the best material in the world so cheaply. We are steel

manufacturers, we manufacture plates and angle iron,

consequently in our own interests we ought to object
to these goods being dumped. Yet, as shipbuilders
we say to the foreigner,

*

Dump as long as you can !

'

I should like to point out this fact, that during the

last three years we have very frequently bought Ger-

man special steel pieces and German billets 30 per
cent, cheaper in price than^the same quality of English

goods._ In many instances this singly and solely has put
us into the position of being able to take shipBuTfding
orders which otherwise we should have had to refuse."

At the same time, complaint was made at the German

shipbuilding yards that they lost orders because, notwith-

standing the most careful and minute calculations, their

estimates would reach 20 per cent, more than that of

English yards to whom the German ironworks delivered

the material at a so much lower rate. German shipbuilding
for interior navigation cannot compete with that of the

Dutch, because the latter procure the German plates and

angles for 15 to 20 per cent, less than the former.

Finally, the large German factories making^locomo-
tives and locomobiles, allege as a grievance that in the

world's markets they cannot successfully compete with
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English engines, because the duties on materials add so

considerably to the cost of their goods ;
to compete success-

fully, therefore, they demand the repayment of duty on

exporting their goods.
The finished article requires a great deal more labour

than the production of pig-iron and half-finished goods
or rolled wire. Our machinery works produce more

dearly than the foreigner, because they have to pay more
for the raw material. In spite of these drawbacks, this

industry has attained a very high level in Germany, and
carries on a large export trade facts which are due to

the intimate co-operation of science and manufactur-

ing with the excellent training of the German engineers
in our German technical institutes. Thus electrical

engineering especially has made such rapid progress
that it may be considered to stand first in the world.

This co-operation of science and manufacturing has also

brought about the great success achieved by the chemical

industries, and it is worthy of note that the chemical dyes

branch, which forms its most brilliant example, is not

protected by any kind of duty, and thus gives proof

positive that German industries are not in need of

crutches to support them. True, one branch of

the chemical industry, the soda trade, still enjoys protec-

tion, though the duty is somewhat lower than formerly.

Only two companies, in fact, which make enormous

profits, paying as a rule dividends of 40 per cent,

and more, reap any advantage ;
but all consumers

suffer through these duties, and those who use in large

quantities acids and alkalies hi the manufacture of chemical

dyestuffs are thus compelled to supply their needs by
manufacturing these raw materials themselves. Here, again,

protective duties tend to the amalgamation of various

branches of industry into one establishment, for which

there would otherwise be no necessity. The great capitalist

manufacturer can make himself independent of these com-

binations
;
the small and middle-sized one, who is not in a
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position to build his own factory for the materials he needs,
has to pay tribute to the larger manufacturer

;
here again

Protection leads to an unhealthy concentration, to thej>ro-
tection of the strong and the injury of the weak.

In the textile industry the circumstances are similar.

The master weaver is not able to take advantage of the duty

by raising the price of his goods correspondingly, as home

competition prevents this
;
but the Spinning Kartell can do

so, as, with the exception of a few specialities, the German

spinning mills cannot supply sufficient yarn, whether it be

silk, wool, linen, or cotton. The consequence was here again
that the large weaving concerns built their own spinning

factories, and that spinners opened their own weaving mills,

and thus again mixed concerns were created.

The dry German climate, with its varying temperatures,
is not favourable for spinning a very fine thread. To
obtain a serviceable fine thread, warm, moist air must be

introduced into the spinning rooms by artificial means, and
this involves a disproportionately high expenditure. Ger-

man fine spinning has, therefore, developed very little.

Instead of abandoning an industry for which the natural

conditions of the country are not suitable, and supply-

ing the weavers with the necessary fine yarn without

increasing its price by the imjxDsition of a duty, the

new duties for fine yarn have been raised again on a

progressive scale. For single plied or damp cotton yarn up
to No. ir, only 6 marks are paid ; from 1 1 to 17, 8 marks

;
from

17 to 22 they have already reached n marks
;
from 47 to 63,

22 marks
;

from 63 to 83, as much as 25 marks ;
from

83 to 102, 28 marks ; and above 102 the duties rise as high
as 40 marks. Notwithstanding these high duties, we had

to import 166,333 q. during last year. The German textile

industry should in its own interest insist unanimously ujxm
Free Trade ; for the slight benefit the spinners themselves

derive from being able to express the yarn duties in the

price of their goods is not to be compared with the rise in the

cost of production due to the taxes on spinning machines, on
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bleaching stuffs, and, above all, the tax on food, which

considerably raises the rate of wages, or what practically

amounts to the same thing reduces the working capacity
of the labourer on account of insufficient nourishment.

Even should the weaving and knitting firms buy their

looms and machines at home without any increase in cost

owing to the duty, they are all the more handicapped

by the rise in wages which play so decisive a part in this

industry. Besides, dearness of food has restricted in a high

degree the purchasing power of the masses for woven goods.
It has been remarked that even in chiefly agricultural

districts the sale of cotton goods was largest when the price

of corn was low, and this is, of course, to a much greater
extent in towns and manufacturing places.

What has been said of weaving industries holds really

good likewise for all the other branches of industry, and
also for handicrafts and commerce in general. In all

these enterprises, high prices for food increase the cost of

production and limit the purchasing power of consumers.

ON CAPITAL INVESTED IN THE COUNTRY.

A correct statement of the total capital of Germany
involves insurmountable difficulties at the present time,

as the foundations upon which to base such a statement

are still lacking. However, it is possible to give an estimate

of incomes derived from certain sources.

(A) AGRICULTURE AND FORESTS.

In Germany 26,257,310 hectares were cultivated in 1900
as arable and gardening land. The average value of the

land might be rated at about 1,500 marks per hectare,

somewhat too highly rated for North Germany, especially

for the North-east, where the very big estates occupy the

greater part of the country, and rather low for the South

and the West of Germany, but it may be taken as an

average.
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The total value of this Innd would accordingly represent
the sum of about 40 milliard marks.

The vineyards, occupying an'area of 135,210 hectares,

might be rated at about 5,000 marks the hectare, thus

representing a capital of 675 million marks.

Meadow land, consisting of 5,956,100 hectares, must be

rated at about 2,000 marks per hectare, and this represents
a capital in round figures of 12 milliard marks.

The 2,706,110 hectares of pasture land, reckoned

at only 500 marks per hectare, represent a capital of 1*35

milliard marks, and waste and barren lands, roads,

rivers, yards, houses, &c., representing 5,013,520 hectares,
need not be taken into consideration, their value having

been, no doubt, sufficiently taken into account in the above

estimate.

The total volume of area used for gardening and

agricultural purposes thus represents a capital of 40 + 0*675

+ 12 + 1 '35 = in round figures 54 milliard marks. The value

of farmhouses and buildings may be taken as included in

the sum.

The value of the stock of cattle will probably not exceed

the sum of 7 milliard marks that of the rest of the inventory

hardly 4 milliard marks ;
so that the capital value of agricul-

ture (including the cattle and beasts not kept in connection

with agriculture proper) reaches at most 65 milliard marks.

The nearly 14 million hectares of forest and woodland

may be approximately represented at io -

5 milliard marks ;

the 2*63 million hectares of Prussian State forests yield a

net profit of 70 millions. Consequently the total net

profits of German forest land would amount to at least 350

millions, and on a basis of 3^ per cent, interest, the capital

value is found to be 10-5 milliard marks. In making these

statements the fact has been taken into consideration that

the intrinsic value of the forests is enhanced by afforesta-

tion exceeding the clearing operations ; besides, the utilisa-

tion of wood in the non-Prussian parts of Germany is a

higher one.
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The non agricultural population of 43^ million people

may be assumed to pay an average yearly rent of TOO

marks per head, which, at a rate of interest of 5 per cent.,

means that the whole property in dwelling houses repre-
sents a capital of 87 milliard marks. This sum scarcely appears
too high in comparison with the results of fire insurance.

The sum assured by public Fire Insurance Companies alone

was in 1905 not less than 54-87 milliard marks for immov-
able property. Private companies do not separate insur-

ance of movable and immovable property. In 1904 the

total German risks from fire undertaken by these societies

amounted to the sum of 90,589 million marks. With the

public companies the movable property insured formed about

10 per cent, of the total sum. This percentage would

probably have to be doubled in the case of private com-

panies, and would then amount to 18 milliard marks,

leaving an insurance sum of 72-6 milliards for immovable

property a total amount, therefore, of 127-5 milliard

marks. At the present moment the sum is likely to have

increased to 147 milliard marks, as with private companies
the amounts insured showed an increase of 3,575 million

marks in 1904, whilst public insurance societies showed a

rise of 2-09 milliard marks from 1904 to 1905.

The insurance of immovable property comprises

buildings belonging to public bodies, also factories, business

premises, hotels, restaurants, &c. On the other hand,
neither building ground and the foundations, nor part of

the gas, water, and drain pipes, as far as they are laid in

the cellars, are comprised in the insurance amount. The
value of the site would be 20 per cent, at least, and that

of the cost of building not insured, also nearly 10 per
cent, of the total amount of insurance. Hence an addi-

tional 30 per cent., or, in round figures, 45 milliard marks

would have to be added, and this would increase the total

value of all buildings to 192 milliard marks. It is difficult

to say how much of this is to be credited to public buildings,

how much to business places, and how much to private
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buildings; but it must, however, be mentioned that neither

the Empire nor most of the Federated States insure their

buildings with the companies ; they insure themselves.

The statistics of the Prussian income tax are also of little

use to give an idea how much income is derived from house

rents, and what is the rental value of houses occupied by
the owners. Such a distinction, namely, is only made in

the case of persons paying income tax on incomes of more

than 3,000 marks. Of the gross income of this class of

taxpayers, amounting to the total value of 6,038 million

marks, only 768 million marks were derived from rents. In

industrial neighbourhoods and many large towns the house-

owners, especially those who let flats of the humbler kind,

are mostly not well-to-do people ; the house is encumbered

with mortgages and building debts, and the majority of

them are merely the managers of their creditors. The bulk

of these houseowners, therefore, should not be classed

among the taxpayers with incomes of more than 3,000

marks. The total income of the taxpayers with incomes of

from 900 to 3,000 marks amounted in Prussia to 6,591

million marks. One may perhaps assume that ono milliard

at least of their income is derived from rents or rental

values of their own houses, so that in round figures r8
milliard marks represent the declared rental values. In the

non-Prussian States belonging to the Federation, the sums

spent on house and apartment rent must be somewhat higher

in the average ;
thus in the Hanse cities, Hamburg, Bremen,

and Liibeck, in Oldenburg, the kingdom of Saxony, and

especially in South Germany. We may therefore assume for

the whole of Germany that the annual rent for houses and

apartments, including the rental values of those inhabited

by the houseowners, amounts to at least 3*2 milliards.

But, as experience proves that the rental values of houses

inhabited by the owners themselves ^re invariably declared

at too low a figure, they will fall below the rate fixed

by supply and demand. Even if we assumed a rate of in-

terest of only 4 per rent., the invested capital would only
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represent 80 milliards of marks
;
it must, however, be borne

in mind that in the declared rents those for business purposes
and often for factories are also frequently included. It must
therefore be assumed that, on the one hand, the rental

values put down in the income tax declarations are far

too low, and that, on the other hand, a large portion also

of tax-payers with incomes of less than goo marks live in

their own houses or even let to others. At any rate, the

value of all buildings in Germany, including the land,

but excluding those owned by the Empire and the

preponderating part of the Federated States, may be put at

190 milliards of marks at least.

The value of the insured movables must at present be

nearly 30 milliard marks. We must, however, call special

attention to the fact that insurance of furniture has as

yet made comparatively little headway among the less

well-to-do population.
It will be of interest to know that the annual increase

in the insurance sums for immovables amounted in 1904,
in the case of private fire insurance companies, to 3*575

millions, or 4-11 per cent. ;
in the case of public com-

panies, on the other hand, to 2,088,226 marks that

is, to a total of 5-660 million marks. In recent

years this increase must have been considerably greater,

because building operations were carried on with special

vigour in 1906 and 1907. In the same way, insurance of

movables must also show an annual increase of i^ milliard,

which to some extent may be explained by the fact that

its growth is being promoted by increased offers for in-

surance. At any rate, an increase in the possession of

movables, excluding, of course, securities, amounting to at

least ij milliard marks per annum, must take place,

because obviously a large portion of the annual increase

will for the future also remain uninsured. Of the

insured value of movables not more than about 15

milliards may be apportioned to the dwelling-houses and

farm-buildings of the farming population, which, as
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stated, has already been included in the estimate of the

land.

Considerably more accurate data can be arrived at as

regards the capital value of German joint-stock companies.
On December 31, 1907, there were in Germany 5,147

active joint-stock companies, with a nominal capital of

14,218 33 million marks, as against 5,050 companies with

I3,7^7'67 million marks nominal capital on the same date

in the previous year. The greater part of the German

joint-stock companies have been very honestly managed.

They have laid by large open reserve funds, and most of

them can lay their hands on considerable secret reserve funds.

The average quotation of shares dealt with -at the Berlin

Stock Exchange stood within recent years above 165. At
the present time it may, indeed, be somewhat lower.

But the actual capital value on the basis of a quotation
at 160 may, in round figures, be put at 22*75 milliard

marks. The shares are almost wholly in German hands,
at any rate, at least, to the value of 21 milliard marks.

The German saving banks show deposits of 83
milliard marks, to which must also be added reserve funds

to the amount of 543 million marks.

The German mortgage-banks possessed at the end of

1906 mortgages to the value of 9,286*83 million marks,
with a bond circulation to the amount of 8,758*83 million

marks.

The paid-up capital of the 116 mining corporations
in Prussia amounted in 1907 to 730*5 million marks,
and realised a surplus of 58*7 million marks, of which

nearly 46 million marks were distributed as profits.

The capital value of these concerns may be put at 900
million marks in round figures, and, including the value

of those outside Prussia, the total amount for the whole

of Germany may be put at I to 1*2 milliard marks.

There are no statistics available in respect of the amount
of capital borrowed or bonds issued respectively by Joint-
Stock Companies,

"
Kommanditgesellschaften," Mining
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Corporations, and Limited Liability Companies. Of

bonds issued by German Industrial Companies there were

admitted for dealing at the Stock Exchange bonds of the

total value as under :-

1897
1898
1899
1900
1901

1902
1903
1904
1905
1906
1907

Millions.

53'6
180-8

94-6

I73-5

236

75

92
130

190
38

147-8

Total in ii years . . 1,411-3 million marks.

Bonds were issued by German banks at home to the

following total values : Millions.

1897 97
1899 71-5

1900 . . . . . . 10

1902 28

i95 6

1906 . . . . . . 30

Total .. 155-2 million marks:.

Bonds of the under-mentioned values were issued by
German Transport Companies : Millions.

1897 26-5

1898 .. .. 44-7

1899 39'3

1900 46-7

1901 82-8

1902 86-6

I93 13-1

1904 22-4

1905 . . . . . . 30-2

Total

17-4

451-2 million marks.
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Altogether, therefore, during the period named, bonds to

the value of 2,017 7 million marks were issued by private
institutions engaged in commerce and transport.

The debentures and annuities issued by the mortgage
banks are not included in this aggregate.

The Prussian Limited Liability Companies, in 1905,

proved an income of 1,485 million marks liable to taxation ;

their capital may therefore be estimated at 3 milliard marks.

In the meantime it must have grown considerably.
For the whole of Germany it may, therefore, be put down
at nearly 5 milliard marks.

Germany's commerce and industry may, on the whole,
be regarded as the centre of gravity of economic life. Of the

annual incomes of Prussian tax-payers with an inrome of

more than 3,000 marks, 1,743*6 million marks were derived

from commerce and industry, and 1,610 million marks
from investments of capital, in which are included the

dividends of Joint-Stock Companies, Trading Companies,
and Limited Liability Companies, as well as those of all

Mining Corporations under the new law, and also all

incomes derived from sleeping partnerships. One must,

therefore, estimate the income of persons in Prussia with

incomes of more than 3,000 marks derived actually
from commerce, industry, and mining at 2*5 milliard marks
at least per annum, and in the same way the total income

of Prussian tax-payers with incomes of from 900 to 3,000
marks must be put down at 2,000 million marks at least

per annum, together in round figures at 4,500 million

marks, and correspondingly for the whole of Germany a*.

7,500 million marks in round figures per annum, which

would represent a capital value of 150 milliard marks in

round figures. The income of the Prussian tax- payers
with incomes of over 900 marks rose from 5,704^33
million marks in 1892 to 11,747-80 million marks in

1907 ; at the same time, the number of persons liable to

income tax has grown from 29^9 to 497 per cent, of the

population.
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As, upon the whole, the iiOii-Prussian German population
is more well-to-do, we shall not exaggerate if we estimate

the aggregate income of all persons in Germany enjoying
incomes of more than 900 marks per annum at 20 milliards

at least. Probably it is considerably more still, because,
as proved by experience, very many of the smaller incomes

manage to escape the income tax. In Prussia, e.g., nobody
is obliged to make a declaration of income, unless called

upon to do so by the assessment commission
;
and there

are many tricksters who understand how to declare their

incomes as being extraordinarily small.

The German States are, upon the whole, not

only free from debt that is, the profit-earning State

properties like railways, Crown lands, forests, mines,
salt mines, smelting works, banks, post and telegraph

departments, not only earn sufficient profit to pay due

interest on the invested capital and to repay by regular
annual instalments any loans raised, but show a considerable

surplus besides, which goes towards the reduction of the

annual expenses to be defrayed by the Government. Even
the Empire is almost in a position to pay interest on

its debts with surpluses realised from undertakings under

its management. The assets which the whole of the Federated

States possess in these earning State properties probably
exceed the total debt of i6'3 milliard marks by from 9 to

10 milliard marks, of which 3 to 3^ milliard marks,

certainly, are represented by Crown lands and forests.

The value of the non-earning State property cannot be

taken into consideration here.

The German municipalities, too, especially the town

corporations, own considerable profit-earning property,

-especially gas and electricity works, abattoirs and cattle-

.tnarkets, waterworks and sewers, tramways, harbours

and warehouses, and landed property and forests, assets

which are considerably in excess of their debts. During
the period from 1897 to 1906 alone new German municipal

Vbonds representing a sum of 3,287 million marks were
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admitted at German stock exchanges. The total value of

these bonds may be estimated at 10 milliard marks at

least, and that of the corresponding profit-earning property

standing against them at not less than 15 milliard marks.

The value of German waterways is difficult to estimate,
because all natural water courses are toll-free, and, more-

over, only the smallest portion of them may be considered as

directly profit-earning State properties. Their economical

value, however, is very considerable, and we shall, perhaps, not

over-estimate it if we put it at from I to iV milliard marks.

Germany's possession of foreign securities and under-

takings and the value of property owned by Germans
abroad is estimated at from 15 to 20 milliard marks. On
the other hand, only a relatively small portion of Geiman
securities are held by foreigners.

It is very difficult to estimate the gross value of German
sea and inland shipping. The carrying capacity of towed
and sailing barges flying the German flag and trading on
inland waterways amounted in 1902 to 4,877,509 tons, and
must have increased to 6'5 million tons since, representing
a value of 250 million marks, while the river steamers, about

3,500 in number, may be estimated at 90 million marks in

round figures. The net tonnage of German sea-going
steamers must now exceed 2 million tons, and represent
a value of about 700 million marks, although it must be

admitted that this estimate rests on a very uncertain basis.

The German mints have, since 1871, struck gold coins

to the value of 4,889 million marks, after deducting all

coins withdrawn from circulation
; but a very considerable

quantity of the coins issued must have been used up by

jewellers and other similar trades. The present gold-

circulation, including the gold reserves kept by banks,

probably does not exceed 3^ milliards.

Recapitulating the different earning property enumerated

hitherto, we get as under :

(i) Land and forest property, including live and dead

inventory, 75-5 milliard marks.



118

(2) House arid other fixed property not used for agri-

cultural purposes and insured against fire, including grounds,

exclusive, however, of the property of the Empire and
Federated States, 175 milliard marks.

(3) Furniture and other movable property insured

against fire, 30 milliard marks.

(4) The capital invested in commerce, industry, and

mil ing, in so far as it has not already been included in items

(2) and (3), as being insured against fire, 30 milliard marks.

(5) The German fleet on inland waterways and on the

sea. about I milliard.

(6) The profit-earning property of the Empire and the

Federated States, about 22'5 milliards.*

(7) Profit-earning property of municipalities not already
included in any previous item,* about 6 milliards.

(8) Capital invested by Germans in foreign securities or

countries, about 15 milliard marks.

p J(9) Property in precious metals, about 4 milliard marks,
the total being 333 milliard marks in round figures, which

gives an average property of 5,730 marks per head.

No doubt, many objects forming property have been

omitted in the above, partly because it is impossible to

estimate them, and partly because they are not direct profit-

earning sources. All the roads, high-roads, country roads,

bridges, waterways, all buildings for the administration of

public instruction and justice, all institutions serving for

the defence of the country have here been omitted.

LOSSES EXPERIENCED BY GERMANY THROUGH THE UN-
ECONOMICAL EMPLOYMENT OF CAPITAL AND MISDIRECTION OF

LABOUR, ARISING FROM THE POLICY OF PROTECTIVE DUTIES.

Owing to the shortness of the time at my disposal to

report on the subject, it was impossible for me to collect

data to show in figures how much Germany is losing through
the uneconomical employment of capital and the mis-

* Debts cannot be deducted because almost all the creditors are

Germ ins.
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direction of labour. I must therefore confine myself on the

present occasion to some short, general remarks.

The principal disadvantage arising from the non-econo-

mical investment of capital created by the protective

duties, is the artificial preservation of the large landed

estates with their ever-extending, unsound corn-growing

operations. On page 89 it has already been shown in

figures what great increase has taken place in corn-

growing and its shadow, potato-growing, which, only to some

extent, can be explained by the alteration in agricultural

practice, and to a larger extent by the breaking up for

cultivation of comparatively unproductive grazing grounds
and pastures. From 1883 to 1900 the area of arable

land sown with corn and roots had increased by 977,600
hectares, and that of grazing grounds and pastures decreased

by 718,400 hectares. This seems to be an advance in agricul-

ture, but is not in reality. On the contrary, it is really a

retrograde movement, according to the law of decreasing pro-
ductive capacity of the soil, because corn can only be grown
in such soils at considerably enhanced expense and by the

employment of much more labour, i.e., uneconomically.
As mentioned on page 83, the agricultural depression that

occurred anywhere in Germany was almost always due to

the excessive extension of corn-growing, a reduction in

meadow-culture, and too small a cultivation of fodder-

plants. It is true, the area of meadow lands also

increased between 1883 and 1900 by 52,820 hectares and

that of lands sown with fodder plants by 252,000 hectares

more particularly at the cost of the cultivation of

commercial plants but this is in no proportion at all to the

falling-off in the area of graziiig grounds and pastures.

For an industrial State like Germany, the most natural

and most economical course is to develop" the small farm-

ing industry which keeps a comparatively large number of

cattle and grows vegetables and fruit. Cattle raising was

made more difficult by the artificial cxpansion
r
of corn-grow-

ing and the establishment thereby of largo farms on the one
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hand, and on the other hand by the rise in prices of fodder

stuffs in the first line those of fodder corn and was by a

long way unable to keep pace with the growth of the popula-
tion. This applies still more forcibly to poultry keeping,
which depends on corn food. Finally, the consequence of the

people being obliged to spend so much more on breadstuffs,

was that its purchasing power was weakened with respect to

meat, which had also grown considerably dearer, and still

more with respect to fruit and vegetables, the cultivation

of which has remained in a remarkably backward state for a

country with so highly developed an industry as Germany.
The excess of expenditure for agricultural production

in Germany may be estimated at several hundred millions

of marks per annum.
Under the fostering influence of an almost prohibitive

spirit-tax, and a spirit-tax system favouring in the most

unheard-of manner potato-spirit-distilling, the distilling

business is artificially kept up, or even created in

places where it can only be carried on at a loss, which

is only turned into a very small profit principally

by means of the liberal presents which the Empire

grants to the distillers out of the consumers' pockets. This

favouring of the distilling business carried on in the

country is another means towards the artificial preservation
of the unsound extension of large landed properties. By
this agrarian fiscal legislation an export bounty is also granted
on all exported spirit, which actually can often be only

exported at less than what it costs to make it. By similar

bounties the use of spirit for industrial purposes is also

favoured in Germany even when there is no necessity

for it.

The high duty on sugar made it for a considerable time

possible to form Kartells in the sugar industry, and to

dump down the German sugar in foreign countries, and

this was only abolished by the reduction of the surtax on

sugar to 6 francs by the Brussels sugar convention.

Among non-agricultural industries it is especially the
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blast-furnace and steel-converting industries formed into

Kartells which are able to exploit the protective duties and

thereby give opportunities for non-economical investments of

capital. Without the tax on pig-iron, the blast-furnaces on

the seaboard would probably never have been erected ;

partly this may have been done solely for the purpose of

escaping from the crushing domination of the Kartell.

Naturally, once such establishments exist, they seek to ex-

ploit as much as possible for their own benefit the situation

created by the duty and Kartells. In the case of some

industrial establishments along the sea-coast it is very
doubtful whether they will be able to drag along their

existence even with the help of protective duties. The works

in question do not only comprise blast-furnaces, but

also steel and refining concerns, which do not owe their

existence to the initiative of the capitalists themselves,
but springing from the idea of State aid were established at

the suggestion of higher Government officials.

The increase in cost which imported machinery is liable

to, in consequence of protective duties, led in many instances

to the building of specified machines in Germany, which

resulted in great losses of money, until it was found possible

to overcome to some degree the complaints of infant in-

dustries. But after all, their sale at home often does not pay
the large expenditure incurred. Under the rule of Free Trade,
such machines would have been purchased abroad instead,

and one would have sent to the foreigner in exchange machines

which German engineering workshops could turn out better

and cheaper. It is just the turning out of the same kind

of engines and machines in large numbers, which can be

done at an exceedingly cheap rate, that is prevented by
Protection, which, on the one hand, narrows the extent of

the natural markets for them by customs barriers, and, on

the other hand, sends up their cost of production in pro-
tected countries.

The artificial pampering of the fine yarn spinning mills

in Germany, where the climatic conditions for tliis industry
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are absent, and where, consequently, its manufactures will

always be more costly than, for instance, in Great Britain

and Ireland, has already been mentioned.

Moreover, by the help of the protective tariff, branches
of manufacture are not infrequently artificially maintained
in Germany, which, as they can only prosper where

wages are low, can only be carried on suitably in countries

where industries are less developed and where wages are low

and living is cheap as, e.g., the glove industry. It would
be better to transfer the hands employed in this sort of

industry to some better-paid kind of work, which should

not be a difficult matter in Germany, where the demand
for female labour almost always exceeds the supply.

The linen industry again, that lives from exports, and
cannot do without the fine Irish linen, is handicapped in its

earning capacity, which naturally in its turn reacts injuri-

ously upon the wages paid in that industry.
The German makers of umbrella and shoe fabrics, for

instance, could not get on without certain English yarns.

They are obliged to purchase these from abroad, in spite
of the duty ;

hence the German umbrella industry is pre-

judiced in its exporting capacity.

Many hundreds of other instances could be adduced.

The system of protective duties prevents the division of

labour among nations in accordance with the most favour-

able conditions for production, a division so desirable from
the point of view of national economy.

THE DEVELOPMENT OF WORKMEN'S WAGES.

The development of workmen's wages in Germany has,

upon the whole, been one in favour of the workmen. It

was especially so during the period following the carrying
into effect of Caprivi's commercial policy. Naturally it is

not the absolute amount of wages that alone decides the

conditions under which the ; wage-earner lives, but also the

proportion such wnges bear to the prices of the most impor-
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tant articles of food, which prices, of course, react in an

almost decisive manner upon all the other necessities of life.

In the subjoined table (p. 124), in order to enable one to make

comparisons, the development of wages during the last twenty
years in the Upper Silesian coal industry and the various

works belonging to the Silesian textile manufacturing associa-

tions, are tabulated side by side with the corresponding

average annual prices of rye, potatoes, sugar, cattle, and

pigs.

The wages established by the
' '

Industrial Insurance

Corporations" stood at 736-7 marks per head in 1898,

and at 855 marks in 1905 ; wages will probably have

reached in 1907 about 910 marks.

By comparing tho figures in these tables we will, first of

all, notice that, speaking generally, the increase in wages
was not considerable during the times when the taxes on

agricultural products were at their highest and corn prices

had reached their highest point that is, until 1902. The

* Wages are very low owing to the extensive employment of female

and juvenile labour and also because in many instances employment
in the textile industry is not the sole occupation of the workmen.

f In 20 years, consequently, an increase of more than TOO per cent.

The wages of working lads (tinder 16 years of age) only rose, it is true, in

the same period from 3287 10345-6 marks and those of female workers

from 2 io- 1 to 37 2 -6 marks.

The low wages for working lads and female labour may be explained

by the fact, that in those region; there is no demand for these kinds of

labour ; the supply, therefore, enormously exceeds the demand.
In that district the workers' wages were certainly still very low in

the eighties, because living, too, was cheap. With rising taxes on corn,

however, but chiefly owing to the closing of the frontier against Austrian

and Russian pigs for a long time only a weekly contingent of 1,360 pigs
was allowed through, which has now been raised to 2,500 and to the

extraordinary development and overpopulation of the mining and smelting

district in that neighbourhood, all necessaries of life were made dearer in

such an extraordinary degree that wages had to be raised continually
to keep pace with rising prices. W.ig.'S showed, however, signs of

dropping in years of declining trade ; the fall in wage*, on tho other

hand, was partly due also to the smaller numlH-r of shifts work<xl in the

mines.
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great rise of wages in the coal-mining industry between
1888 and 1890 was the outcome of the great German
miners' strike, and a short period of prosperity ;

as early
as the end of 1891 a reaction set in, and only in 1897
the high-water mark of 1891 was again reached. In spite

of low wages, however, the condition of the working popula-
tion between 1893 and 1896 was considerably better than

in the preceding period of 1890 to 1892, because during
the first-named interval the prices of food were much
lower than in the latter. It is therefore not surprising
to find that in the reports sent in by the industrial

inspectors the opinion is unanimously emphasised that the

considerable rise in wages during the last three years has

offered a barely sufficient compensation for the simul-

taneous rise in the prices of all necessaries of life. The

latter, however, may to a great extent be ascribed to the

raising of the duties by the new customs tariff which came
into force in 1906.

In 1905 there were in the
"

Industrial Insurance Cor-

porations," about 8,196,000 individuals, employed in

4,658,826 separate establishments, obligatorily insured

against accidents met with in pursuit of their calling ;

the wages of such individuals upon which contributions

were calculated amounting to 7 milliard marks. In con-

nection with this it is not always the amount of

wages actually paid that is taken into account, as,

in case the pay is less than the daily wage usually

paid in that neighbourhood, it is the latter that is

taken for the basis of calculation
;
and if the wages exceed

1,500 marks, only this amount is taken in full as a rule,

together with only one-third of the excess of the amount
over and above that maximum sum. It has, however,
turned out that such plus and minus differences in many
cases mutually cancel each other, and that therefore the

sum of wages actually paid does not differ very materially
from that on which calculations are based. The
increase in the number of insuied individuals between 1903
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and 1905 amounted to 729,000, the increase in wages in

the same period to 892 million marks in round figures,

so that, assuming a corresponding rate in the increase

since that time, the number of workpeople may be estimated

at 8,930,000 heads in 1907, and the sum of wages received

by them at 8 milliard marks at the least.

There were also besides in 1905 employed in the under-

takings and executive departments of the Empire and the

States, 772,000, and in municipal service 85,724 individuals

liable to insurance, for whom, as they are almost exclusively
adult male persons, a sum of at least i milliard marks
must be put down for wages.

With regard to the
"

Agricultural Insurance Corpora-
tions

"
the bureau of statistics estimates the number of

insured individuals to be 11,189,000, in which number are

included all persons whose principal or secondary employ-
ment is in connection with agriculture or forestry,

consequently also persons who are already insured in

an industrial insurance corporation or those who are not

obliged to insure, being officials, men with private means,
&c. As in the fanning industry it is hardly possible to

separate house-work from farming work, all members of

the family who may be supposed to help in the work have

been taken into account, and their insurance is, no doubt,
in itself highly desirable, considering the great risk of

accidents that agriculture entails.

According to the census of occupations taken on

June 14, 1895, agriculture and forestry including gardening,

fishing, and cattle-breeding only gave occupation to

5,627,794 dependent workers, of whom 2,388,148 were

females. This number may perhaps have been still further

reduced by the year 1907. The amount of wages paid to

them may hardly be estimated at more than 2^- milliard

marks, because in many instances they are only employed

during the working season, and wages in agriculture
are low. Moreover, the majority of hired farm-hands are

to be found in Eastern and Northern Germany, where the
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scale of wages in itself is lower than in the other parts of

Germany.
According to the same census of occupations of 1895,

there were altogether 1,339,316 servants working in domestic

service, and their number may since have risen to 1,370,000

in round figures. Taking into account board and lodging

which they receive in the great majority of cases, their

average income may be estimated at 550 marks per head

at least, which corresponds to a total amount of wages of,

say, 754 million marks. If, however, we assume the average
income of this class of wage-earners at 600 marks, their

aggregate income would amount to 822 million marks.

The class of employes in agriculture and forestry, &c.,

numbered, in 1895, 96,173. If we assume their average
annual income as 2,000 marks, we get the total amount of

192 million marks.

In the case of the mining and smelting industries,

manufactures, handicrafts, and building trades, this class (the

employes) numbered 263,745 in 1895 already, and their

number must in the meantime have certainly increased to

350,000 ; in their case we may assume an average income

of 2,400 marks, which would give a sum of 840 million

marks per annum.

As regards commerce and communication, including

hotels, restaurants, and taverns, the number of employes
amounted to 261,907 in 1895, and has probably since risen

to 350,000 ; basing our calculation on an average yearly
income of 2,000 marks, their total yearly income would

amount to 700 million marks, so that the whole class

of employes exclusive of Imperial, State, and Municipal
officials would earn an aggregate income of ij milliard

marks, in round figures, in wages.
In the military and civil services, and in the so-called

liberal professions, 2,142,808 persons were engaged in

1895; their number has since probably risen to 2 millions.

Assuming for our calculations an income of 2,400 marks, the

total income of this class would work out at 6 milliard marks.
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It has proved almost impossible to form an estimate of

the income of the independent persons engaged in agri-

culture, industry, and handicrafts, commerce, transit, and
that of persons varying housework with hired labour, the

more so because in most cases we have to deal, not with in-

comes derived purely from work, but with combined

incomes.

The incomes of the employes in the group of mining
and smelting industries, manufactures and building trades,

will partly already have been included in the incomes of

those insured against accidents ; among these will have

been partly included also those belonging to the group of

commerce and transports for which there exist the follow-

ing insurance corporations : One for private railways, one

for tramways and light railways, one for warehousing, one

for cartage, three for inland navigation, and one for

sea navigation.
The number of persons insured against incapacity for

work was, in 1905, officially estimated at 13,948,000, and
has probably since risen to 15 millions.

The payments in respect of workmen's insurance

in the course of twenty years from 1885 to 1905
amounted altogether to 5,627,416,847 marks, of which

2,920,396,866 marks were paid in respect of insurance

against sickness, including the miners' funds, 1,412,961,502
marks in respect of insurance against accidents, and

1,294,058,485 marks in respect of insurance against being

invalided, which latter was only introduced in 1891.

Administrative costs absorbed the high sum of 520,049,584
marks. In addition thereto a reserve property of

1,722,250,359 marks has been accumulated from insurance

premiums, which, in the meantime, has probably grown
to 2 milliard marks.

How considerably the scale of wages has risen may
be gathered, besides, from the fact that the sums

collected for old-age pensions and insurance against

being invalided and realised by the sale of contributive
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stamps of various values, were contributed by the various

sections of wage-earners in the following proportions :

Companion of the Percentage of Stamps sold in the
V.il.ie of Stamp* years 1891 aud 1905.

Class. in Pftnni^s. Per cent. Per cent

14 .. 1891 17-00 .. 1905 however 8-66

II. 20 . . 1891, 36-89 , 2,-j
<> >

in. 24 .. 1891,35 ;',;,';, 26-54
IV. -. 30 .. 1891,21-05.. '., ,,22-20)
V 3* .. 1891, M 15 J

37 '

It must be noted that the amount of the contributive

stamp is regulated by the amount of wages.

Depressions in trade lasting any length of time involve

the great danger, in respect of workmen's insurance, that

the workmen who are out of work, or are no longer fully

employed, are then anxious to participate in the benefits

of the insurance funds much sooner than would be the case

in times when full and well-paid employment can be got.

It is not necessarily malingering that is resorted to ; many
bodily ailments may have been repressed, because the

workman, in his own and his family's interest, was anxious

to continue to draw his relatively high wages. But once

he cannot find work for more than three or four

days in the week, it may, under some circumstances,
be to his advantage to report himself ill, to draw sick

money or to apply for his being placed on the list of

invalids. But the more insufficient his nourishment be-

comes simply owing to want of work, the quicker his

power of resisting illness will diminish, and the workmen
will get on to the sick or invalid list. The German old-age

and invalid insurance has not yet passed through the

ordeal of a crisis of many years' duration.

Although prosperity still exists at the present day in the

coal-mining industry, it has given way in nearly all other

branches of industry to a strong depression in trade with

bhort time, unremunerative prices, and growing want

of work. The power of consumption at home has

been very much restricted owing to the high prices of

all the necessaries of life, and the foreign markets, too.
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show little capacity of absorbing our goods, owing to the

after-eft'ects of the American crisis. This restricted demand
has resulted in an especially eager competition in the world's

markets among all countries exporting industrial products,
and the dearness of production in Germany, due to the taxes

on the necessaries of life, is doubly detrimental to her under

these circumstances, more particularly as the current high
rate of interest tends to increase it still more. One
must therefore be prepared for a not inconsiderable

drop in the scale of workmen's wages, which will exert

an influence upon the standard of living and health of

the population, the more unfavourable the longer the

prices of food remain at such a high level.

The policy of making everything dearer may perhaps
be borne by an industrial State in times of good trade,

although even then not without severe ill-effects. Such

policy proves itself a national calamity in times of

industrial depression.

THE CONSUMPTION CAPACITY OF THE GERMAN PEOPLE.

With the development of Germany from a pre-eminently

agricultural state to a pre-eminently industrial and com-

mercial country, the consumption capacity of the German

people has grown considerably. In the case of raw materials

and partly manufactured goods, which are worked up by
the industries, we must, of course, bear in mind that a

very considerable portion of such materials and goods,
which are returned in statistics as consumed, are really

re-exported again as finished goods. This remark holds

good above all in regard to the
' '

bread
' '

of industry I

mean coal in respect of which it is further to be borne in

mind that with a strongly increasing population and a rise

in the price of wood, this latter material, which in former

days formed the principal fuel for domestic purposes, is now

being used for this purpose in an ever diminishing degree.

That state existed, it is true, already in the period between

1876 and 1880, for which the first reliable data are



131

at our disposal as regards coal consumption. The

consumption of mineral coal amounted, per head, to

850 kilogs. in 1876-80, to 1,125 kilogs. in 1886-90,
to 1,374 kilogs. in 1891-95, to 1,637-5 kilogs. in 1896-1900,
and to 1,734 kilogs. in 1901-1905. In 1905 it touched the

figure 1,859 kilogs., and rose to 2,218 kilogs. in 1906, and
even to 2,308 kilogs. in 1907.

At the same time the consumption of lignite

also rose from 320 kilogs. per head in the period

1876-80 to 931 in the period 1901-1905, to 936 kilogs. in

1906, and to 1,000 kilogs. in 1907. Altogether, the con-

sumption of coals and lignite must have been nearly
trebled during the last thirty years.

In the same way, the consumption of pig-iron, which

only amounted to 51*4 kilogs. in 1876-80, to 75-9 kilogs. in

1881-85, and to 89*2 kilogs. per head in 1886-90, rose to

ioo'2 kilogs. in 1891-95, to 142 kilogs. in 1886-1900, and

156-3 kilogs. in 1901-1905, and reached 173^6 kilogs. in 1905,
and even 207 kilogs. in 1907. It is true, there arc already

signs of a considerable fall for 1908, which will probably
be still greater during the next few years. It fell on

another occasion, too, from i6r8 kilogs. in 1900, the year
of the high tide of prosperity, to 137 and 140 kilogs.

respectively in 1901 and 1902.
The consumption of zinc has risen from 1*2 to 2'6 kilogs.,

that of lead from i kilog. to 3-3 kilogs., that of copper from

0'4 kilogs. to 2' i kilogs. (and even to 2*3 in 1904) per head.

The increase in consumption of the two last-named metals

is principally to be ascribed to the development of the

electro-technical industry.
The consumption of raw cotton was as follows : 0*34

kilogs. in 1836-40, 0-47 kilogs. in 1841-45, 0-53 kilogs. in

1846-50, 0*85 kilogs. in 1851-55, 1*39 kilogs. in 1855-60,

1-33 kilogs. in 1861-65, r8i kilogs. in 1866-70, 2*84 kilogs.

in 1871-75, 2
!86 kilogs. in 1876-80, 3-34 kilogs. in 1881-85,

4'iQ kilogs. in 1886- QO, 5-54 kilogs. in 1891-95, 5*45 kilogs.

in 1896-1900, 6' 15 kilogs. in 1901-1905. In 1905 the



consumption even rose to 6-52, but fell to 6*28 kilogs. in

1-906, to reach nearly the figure of 7 kilogs. in 1907. There

was, besides, an increase in the import of cotton yarns
which in 1907 amounted to 152,000 quintals (at 100 kilogs.)

in round figures, against which, however, there was an

increase of woven cotton goods, which in 1907 already
reached 476,000 qs. For this reason, in order to arrive

at an accurate figure with regard to actual consumption
of cotton in Germany, we must deduct at least 1-5

kilogs. per head, all the more so because of finished

cotton stuffs also 38,800 qs. more were exported
than imported. At any rate, there remains the figure

5-50 kilogs., which is very high in comparison with

previous decades. It is true, the consumption of linen

goods, too, was comparatively higher in those days,
but not that of woollen goods. Unfortunately, no

estimates are extant for the consumption of these two

kinds of goods ;
the home consumption of raw wool (after

deducting the exported woollen goods) may be estimated

at from 3 to 3-5 kilogs. per head.

The consumption of rye has not risen
;

it amounted to

151-5 kilogs. in the period 1893-1898, reached 158 and 158-3

kilogs. in 1893-4 and 1902-3, fell to 144*3 in 1895-6, and

to 143*7 in 1897-98, and even as low as 1377 in 1901-2 ;

it amounted to 147 and 149 kilogs. in 1904-5 and 1905-6

per head. During the quinquennial period 1901-2 to 1905-6
it was 149*35 kilogs.

,
On the other hand, the consumption of wheat shows an

increase on an average ;
it fell from 88 'I kilogs. in 1893-98,

as low as 80*8 in 1897-8, and rose to 100*1 kilogs. in 1902-3.

During the five years of 1901-2 to 1905-6 it was 94-3

kilogs. per head.

Upon the whole, the consumption of barley also shows

an increase from' 68*6 kilogs. during the period 1893-1898,
to 75-4 in 1901-02 to. 1905-6. In the same way uats show a

concurrent rise of from 106*6 to 117*4 kilogs. per head.

It is, however, doubtful whether, with the increased duties
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and the considerable rise in prices in the course of the last

two years, a strong fall will not have to be recorded again,

as \\M< tin- rase in the, dear years 1890 and 1891, during
which the total consumption of all four kinds of cereals only
amounted to 337 i and 300-8 kilogs. respectively per head,
to rise again in the following years, during which taxes on

corn were lowered and prices fell to 382*4 and 437*2 kilogs.,

and to 436-45 kilogs. during the five years 1900-1 to 1905-6.
The consumption of sugar has grown considerably. It

was 6-0 kilogs. per head during the period 1871-76, 5*8 kilogs.

in 1876-81, 7 kilogs. in 1881-86, 8-4 kilogs. in 1886-91,
TO'6 kilogs. in 1891-96, 11*84 kilogs. in 1896-97, 1900-01,
and 14*46 kilogs. in 1901-02, 1905-6, in 1906-7 it reached

16*9 kilogs., after it had already touched the figure 17*2

kilogs. three years before. The amount of consumption

duty and the surtax, as well as the price, depending

upon the crop, influence consumption considerably. In

spite of its increase, the consumption of sugar in Germany
is far behind that in England.

With regard to articles of luxury, the consumption of

coffee shows an almost steady rise from roi kilogs. in

1836 to 3-05 kilogs. in 1907. As the coffee prices have

fallen considerably, the increase in the expenditure is in no

proportion to the greater quantity consumed.

Tea is hardly ever touched by the masses in Germany.
Its consumption has slowly risen from 0*004 kilog. per head

in the first half of the forties to 0*03 kilog. in the second

half of the seventies, and to 0*06 kilog. in 1906 ; in 1907
it was 0*065 per head.

The consumption of cocoa shows a somewhat larger

increase
;

it was not more than 0*01 kilog. per head in the

forties, reached 0*05 kilog. in the seventies, and was only

becoming greater with the beginning of the century. It

has risen from 0*30 kiloq. per head in 1901 to almost 0*55

kilog. in 1907.
The same remark applies to foreign fruit, the con-

sumption of which rose from 0*06 kilog. per head in
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the middle of last century to 0*75 kilog. in the middle

of the eighties, to rise immediately, under the influence of

Caprivi's commercial treaties, to i'39, and further to 3*20

kilogs. The considerable reductions in duties, especially

on oranges , together with the improved means of trans-

port, brought about a considerable rise in the consumption.
The consumption of rice rose in spite of the high

duty of i5'94 marks per 100 kilogs. from 176 kilog. at.

the inauguration of the policy of Protection to 273 kilogs.

per head in 1906.

Unfortunately, very little can be said about the con-

sumption of meat. Records of slaughterings have only been

kept since the third quarter of 1904, and a comparison with

past years is, therefore, impossible. After a severe meat
famine had existed in Germany in the years 1905 and 1906,
the consumption of meat, especially that of pork, has

recently risen above the figures of 1904, while as regards
the better kinds of beef, from oxen and bullocks,

consumption has further decreased, if anything. It is

indeed doubtful whether the consumption of meat will

remain at the present figure, if the dearness of meat, the

prices of which were still 'going up recently, should last

any length of time.

The consumption of herrings naturally varies with the

catches. Independently of this, however, a great increase

in the consumption may be noticed, which rose from no
kilog. per head at the end of the thirties of last century
to 4-06 kilogs. in 1902, but fell again to 2*95 kilogs. in

1906. As catches were exceptionally large in 1907, the

consumption of this fish has probably increased again.
The consumption of tobacco has been greatly hindered in

its natural development by the various increases in the

tobacco duty. It rose from i'3 kilog. during the period

1861-65 to i '8 kilog. in 1871-75, and 17 kilog. respec-

tively, in 1876-80 ;
it then fell to 1-4 and 1-5 kilog., and

fluctuated between^i'8 and i 6 kilog. per head in the

course of the last decade. The amount collected in duties
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and taxes on tobacco amounted to I 35 mark per head
in 1905.

The consumption of spirits for drinking, which, as a

rule, amounted to 4*4 litres per head, has within recent

years fallen as low as 375 litres, principally, no doubt,
under the influence of the price-raising policy of the spirit-

syndicate.
The consumption of beer, too, has shown similar symptoms

during recent years. In 1874-78 it averaged qi litres per
head

;
it fell to 85 litres in 1879-83, the first years of the policy

of protective duties, and rose again to 94 litres in 1884-88,
and still further to 107 litres in 1889-93. With the begin-

ning of the period of good trade, in 1895, it rose to 1157
litres, in 1896 to 115-8 litres, in 1897 to 123 litres, in .1898 to

124*1 litres, and touched both in 1899 and 1900 125
litres. In 1901, with declining trade, it fell to 124, 116,

117, 117, and 119 litres. The year 1908 will probably show
a further decrease.

In itself, of course, it would be no great calamity if the

consumption of alcoholic liquors, which, indeed, is still very

high, would show a further moderate decrease ; moreover,
this falling-off could hardly be ascribed entirely to the waning
industrial prosperity, but must in an equal degree be the

result of the temperance movement, which is more and more

gaining ground.
There is no doubt that with the transition of Germany

to an industrial country an improvement in the welfare of

the people, and consequently an increase in its power of

consumption, has taken place, which, though retarded

by the policy of protective duties, could not be stopped

altogether, and which showed a highly gratifying rise

while Caprivi's commercial policy lasted. The two

years of Billow's commercial policy have been far too

short to enable us to express a final verdict about the effect

tfproduced.

^ Since the middle of, 1907 a depression in trade and

commerce has set in, which, under the influence of raised
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customs duties and the gradual closing of the frontiers, i~

very keenly felt by the people.

THE INJURIOUS INFLUENCE OF DUTIES ON FOOD UPON
THE HEALTH OF THE PEOPLE.

It is difficult to arrive at an exact estimate of the extra

burthen which the policy of protective duties has thrown

upon the household budget. After fairly exact inquiries
as to the amount of bread and flour used in numerous
workman families, it is assumed that every mark of the

corn-tax represents an additional burthen of from r8 to

1/85 marks per head of the population on an average.
This figure is accepted even by the agrarian side, as

by Professor Sering, of Berlin. With a duty of 5*00
marks per 100 kilogs. on rye and 5-50 marks on wheat
this would represent about 9*50 to 10 marks per head, and
for a family of five amount to 47^ to 50 marks in round

figures. If the total consumption of cereals were taken into

account, after deducting a certain quantity for sowing,
the sum would, of course, work out still higher, because a

portion of the corn is consumed as fodder, or used for certain

industrial purposes distilling spirits, brewing beer,. c.

being thus used indirectly for human consumption. The
burthen imposed by the corn tax is felt in a greatly varying

degree according to the income of the workman's family
and the number of children who are not yet able to earn

wages ;
it is therefore just what a tax should not be,

because it presses most heavily on those who are the least

able to bear it.

But in addition to the tax on bread, there is also the

increased cost of other necessaries of life, above all the

taxes on cattle and meat. According to official estimates,
the average quantity of meat consumed in Germany
amounts to 45 kilogs. per head. The tax on meat live cattle

are, for veterinary reasons, only allowed to be imported in

quantities scarcely worth mentioning amounts to from 27to

35 marks. Assuming the quantity of meat consumed by a
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family of five members to be 225 kilogs., this would repre-

sent a tax amounting to 61 marks, in round figures, at the

rate of 27 marks. At the average rate of 30 marks, the

tax would even amount to as much as 67*50 marks. Now,
we can assume that the quantity of meat consumed by
the working population works out considerably below the

average, because meat is too dear for them, and that the

quantity consumed by them is the smaller, the less their

income and the greater the number of the family.
A comparison of the budgets of numerous workman

families has proved the fact that in most cases

the quantity of albumen taken in a workman's family is

less than the absolute minimum fixed by science.

Of twenty-eight families of hand-weavers at Zittau

whose diet was investigated by Rechenberg, only four

were found who came up to the standard of nutrition.

Meat was eaten by them in very small quantities only ;

they ate perhaps only one-twelfth of the quantity fixed

as absolutely necessary by such a medical authority as

Voit. They, no doubt, belong to a badly paid class

of workmen, but it was found that even among the Baden

cigar-makers, with an average income of 1,064 marks, only

very few ate sufficient meat. Instead of meat, the con-

sumption of potatoes plays a very important part in

the workman's household. Among seventy-one workman
families in Baden belonging to a great variety of categories,

the consumption was found to average 0*625 kilog.,

and the adults consumed even more than a kilogram
of potatoes per day each. In Eastern Germany the

consumption of potatoes is considerably higher still.

But all these investigations were made at a time be-

fore the higher duties had come into force. With the

great increase in the cost of bread, meat, and all kinds of

animal food, the consumption of the cheaper vegetable
foodstuffs must have risen still more at the cost of the

former. How great th<- decline must haw been in the case

of the consumption of meat 'has already been seen by
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the extraordinary falling-off in the number of animals

slaughtered during the years of dear meat, vide p. 124. In

connection with this, the fact must be borne in mind that

the well-to-do classes of the population have in no way
reduced the quantity of meat they consume, which points
to a still greater decrease in meat eating among the poorer
stations of society. It was exactly in the industrial centres

and the workmen's quarters of the large towns that the

falling-off in the consumption of meat assumed quite

alarming proportions.

Pigs may only be imported from Russia and Austria-

Hungary. The maximum number from the former country
must not exceed 2,500 per week, arid they must at once be

killed at the slaughter-houses of the Upper Silesian industrial

district. The number of them from the dual monarchy
must not exceed 1,539 Per week, and they must be taken

to certain slaughter-houses on the Bavarian and Saxon

frontiers. An export of meat beyond the narrower limits

of those slaughter-houses is not permitted. The breeding
of pigs has, it must be granted, increased considerably in

Germany, owing to the almost complete closing of the

frontiers against all imports ;
the number of pigs amounted

to 12,174,400 in 1892, to 14,247,600 in 1897, to 16,801,000
in 1900, and to 18,920,700 in 1904.

The meat consumption, however, has undergone extra-

ordinary fluctuations.

For instance, the number of cattle killed in the

second half of 1905 amounted to 1,910,903 heads ;

but in the corresponding half-year of 1906 only

1,822,030 heads
;

the number of calves that were killed

decreased during the same period from 2,073,171 to

1,901,384, that of pigs between the second half of 1904 and

1906 from 7,912,619 to 7,122,266. In the second half of

1905 no more than 6,505,432 pigs were killed that is,

1,407,000 less than in the corresponding half of the previous

year. In connection with this,* it must be remembered

that the population of Germany grows by about 850,000 to
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910,000 souls every year, and that consequently the number
of animals killed should have grown in proportion. The
meat consumption has even declined more considerably
than can be judged by the falling off in the number
of animals killed, because during the years of dear meat

extraordinarily badly fed and immature cattle were killed.

During the last quarters the number of animals killed

have again shown an increase ; but as quite recently a

further rise has taken place in the prices of cattle and

meat, a fall in meat consumption is sure to follow as an

inevitable consequence.

Although the poorer classes of the population feel the

^<
irc.ity more particularly, the increase in prices is also felt

most keenly by the better-off middle classes. According to

the able investigation by Henrietta Fiirth of the household

budget of a Frankfurt family with a yearly income of about

10,000 marks, a family composed, it must be admitted, of six

adult members, it appears that the rising prices of food-

stuffs of animal origin, together with high prices for

bread and potatoes, led to a considerable deterioration

of their diet. Consequently, even a family with a rela-

tively high income found the dearer prices not only inconve-

nient, but, as was proved beyond doubt by these investiga-

tions, also a cause of injury to health. It must be still

further emphasised here that the policy of Protectionists and

Agrarians has raised the prices of all necessaries of life, and

that the average rise in prices produced thereby may be esti-

mated at about 30 per cent. In the case of wheat and rye* it

amounts to still more ;
in the case of meat, to about 30 per

cent.
;
of coffee, to 44 per cent., &c. If we accept the average

*
During the dccndc 1894 1003 rye (duty not paid) cost in Berlin 98 K6

marks per metric ton on an average. The duty of 35 marks was therefore

equal to 35*4 %; Rye (duty not paid) stood in iS<)7 i<K>5 at 106-5 niarks.

The duty of 50 marks therefore was equal to 47% of its value. Wheat cost

in iH<)7-i9Oo in Berlin I3i'3 marks without the duty. The duty of 55 marks

therefore was equal to 41*9% of its value. The duty on beef and mutton at

30 marks per 100 kjs. is equal to about 30% of its value ; in the case of pork
it is equal to about 24 % ; butter about 15% ; cheese about 22%.
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at 30 per cent., a workman's family, which is obliged to

spend some 52 to 60 per cent, of its income on food,
will have some 15 to 18 per cent, of its income swallowed

up Jjy the increase irT prices ^resulting^"jfrom tlTe"^~fpod
tax Te7, the workmen and ~the\vage-earnmg memJagrs
oT his family are~obliged to do, as it were, service for the

iando"wnerg tor
forty-five

to fifty-four days in the year_Jp
earn the money required'to meet the incrensp

oT living brought about by the taxe^ on fonH. But this

is not all
;

the artificial raising of the prices of

food has naturally led also to a rise in prices of

other necessaries of life, and it goes without saying that

wages have had to be raised in proportion to the increased

cost of living. To quote an example, the price of Upper
Silesian coal has risen from 8-7 marks in 1897 to 12 marks

per ton in 1907. This not only directly swells the family
coal bill, but increases also the cost of production in

all factories, and the buyer is paying in the higher

prices for manufactured goods the greater cost of coal.

What has just been said about coal applies to every
other commodity, because, after all, the price of every
article is made up of labour, leaving, for the time being,

the ground rent value and the raw materials bought abroad

out of consideration. Factory hands and men employed
in building operations need higher wages ;

the cost of the

manufactured article and houses is increased thereby,
and the consumer is again obliged to pay for the artificial

raising of the prices of food by giving more money for

the manufactured article and paying more house rent.

In spite of the extraordinary progress made in all

branches of industry, in spite of the greater efficiency got
out of fuel, in spite of the ever-extending use of labour-

saving machinery and tools, the prices of almost all manu-
factured goods have risen considerably.

The handicraftsman is exceedingly badly off under these

conditions. Arrangements with regard to the fixing of

prices are extremely difficult among handicraftsmen
;
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owing to the great number of producers, Kartells

among them have proved to be almost impossible, and the

idea of forming manufacturing co-operative societies has only
been n alisrd in very few instances. The workmen, on the

other hand, are organised, and therefore in a position to

obtain higher wages, which the handicraftsman also has to pay
if he has to engage assistants. With regard to the purchase
of raw materials, he is worse placed than the manufacturer.

If he have recourse to buying on credit, he has to pay
dearer for it than the former

;
his costs of production have

therefore risen considerably, his and his family's expenses
of living have been increased, and at the same time the

purchasing power of his customers has been weakened,
Ixvuuse the more they have to spend^on bread, meat,

milk, and other articles of food, the less^money they will

have left to pay for the products of his handicraft. Clothes,

boots, &c., will be mended and patched instead of new
ones being bought ;

the purchase of urgently needed domestic

articles will be deferred.

The great increase in the price of milk has made itself

most keenly felt, especially in all manufacturing centres

and large and middle-sized towns, the more so as fanners

have in many cases fixed the selling-price of milk by
mutual agreements. As the number of cows has not, in-

creased in proportion to the growth of the number of the

population, and as the productive milch cows of Holland have

been excluded, the milk supply is in a backward state, and

there has taken place a falling off in the consumption of ,

milk. The upper classes have increased their rate

of consumption, because milk-drinking is more and

more urgently recommended now by the medical faculty ;

the peasant population have in a most extraordinary
manner restricted the consumption of milk, and also

of eggs, because the high prices both these articles

now letch offer an inducement to them to take all their

available stock to market ; and, according to the opinions

expressed by medical authorities and those who know
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the conditions intimately, a large portion of our agricultural

population are underfed in respect of foodstuffs containing

albumen, especially as regards milk and eggs. The handi-

craftsman, workman, or small clerk, however, is altogether
unable to spend as much money as his proper and rational

nourishment would call for. It is especially the feeding of

children that suffers seriously under prevailing conditions.

\\ We notice, consequently, a relatively high infant mortality
not only in the large towns and manufacturing centres,

but also in rural districts.

The death rate among babies is consequently still per-

ceptibly high in Germany. Of every 100 babies born alive,

20 '5 died in their first year in 1905 ;
in Saxony, with

her highly developed industry, even 25*7 per cent. Austria

and Hungary, with their percentages of 21*5 and 23

respectively, are, of course, by far worse off than even

Germany. But, on the other hand, with the exception
of Russia, nearly all the other European countries are

able to show far more favourable returns
; thus, e.g.,

in Italy the percentage is i6'i ; in Switzerland, 12*9 ;

France, 14-4 ; Belgium, 15-2 ; Holland, 13- 1 ; Denmark, IT2 ;

Sweden, 9-3 ; Norway, 7-6 ; ^England and Wales, 12*8 ;

Scotland 12*3, &c.

The diet of the parents plays, no doubt, an

important part in this respect, as is proved by the

fact, among others, that the death rate among babies of

illegitimate birth was 32*6 per cent., as against 19^4 per
cent, among babies born in wedlock. Another fact we

may adduce to prove our point is that in Prussia the

corresponding death rate during the period 1886-88

was 21 -

3 per cent, among babies belonging to the

independent classes, 22*5 per cent, among those of the

office and shop assistant classes, andj>25 per cent, among
those of labourers paid by the day. In the northern and

eastern districts of Berlin, which [are
inhabited by the

poorer classes of workmen, infant mortality is 2 and 2%
times greater, especially during the hot summer months,
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tli MI in the western portions and suburbs of the city where

the well-to-do classes reside.

Infant mortality is showing again an increase in

recent years with the high prices of food and the

shortage in the milk supply. Among legitimate infants it

has risen from 17*3 per cent, in 1902 to 19-3 in 1903, and

reached, in 1904 and 1905, 18-6 and 19-4 Among illegiti-

mate infants the percentages were 29-3 to 327 and 31-4

and 32-6 for the same years.

The, general death rate has considerably decreased in

Germany in the course of the latter decades. Excluding the

rs of war, 1866 and 1871, the maximum was reached in

1852 with 29-9 ;
the mortality thereafter fell with fluc-

t nations to 24^8 in 1860, and remained about 2(/o until 1875.

It receded to 27*6 in 1886, and remained almost constantly
above 25 till 1893, in which year it was still 25-8. With
the inauguration of the era of industrial prosperity (in

1894) due to Caprivi's commercial treaties, the death rate

immediately fell to 23-5, and further to 217 in 1898, to

rise again to 23*2 in the year of high prices in 1900. In the

course of the years that followed it maintained itself at

about 207.
This considerable reduction in the death rate must,

no doubt, be attributed chiefly to the extraordinary im-

provements in sanitary matters, especially as regards

water-supply and sewerage, the prevention of floods, and
stricter building regulations ;

also to the progress of medical

science in dealing more effectually with epidemic diseases

like diphtheria, typhus, scarlet fever, puerperal fever, &c.

The improvement was further due to the development
in insurance against sickness and, in connection therewith,
to the improved medical care of the working ix>pulation in

cases of illness and accidents.

Hut undoubtedly and this is fully acknowledged by
the medical profession the plentiful and remunerative

occupation which was created by Caprivi's policy of com-
mercial treaties has also in a very large measure contributed
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towards the attainment of these favourable results, the

more so, as concurrently therewith a considerable fall in

prices of corn took place, which remained at a low figure

for many years.

Compared with other civilised countries, the death

rate in Germany, even at 20-8 per thousand, must still be

considered very high. It stands at 17-9 in Switzerland,

i6'9 in Belgium, 15-3 in Holland, 14-8 in Denmark, 15-6 in

Sweden, 14-7 in Norway, 15-2 in England and Wales, 15-9
in Scotland, and 17-1 in Ireland. In France and Italy,

both countries which also pursue a policy of dear bread, the

death rate is 19-6 and 20^9 respectively i.e., nearly
as high as in Germany. On the other hand, Austria with

23*7, Hungary with 27^8, Spain with 25^8, and Russia with

32' i, are very much worse off than Germany. Industrial

countries, which have no taxes at all or only very low

taxes on articles of food, like Great Britain, Belgium, and

Switzerland, are very much better off than industrial

countries with protective duties.

A disease which can be most effectually prevented

by good nourishment is tuberculosis of the lungs.

In Prussia this disease carried off on an average 3,170

people per million inhabitants per annum between

1872 and 1881, 2,715 between 1887 and 1893, 2,245 between

1894 and 1897, and no more than 1,826 in 1904, which is

equal to a decrease of 1,344 ^-^ths in the year for

every million people within thirty years. But even in

this instance, the rate of decrease reached its highest point

during the era of Caprivi's commercial treaties. In Eng-

land, the country of Free Trade, the rate of decrease was

even more pronounced. The rate at which people died of

tuberculosis of the lungs in that country was 2,216 per
million persons per annum between 1872 and 1880,

1,803 Per annum between 1882 and 1886, not' more than

1,568 between 1887 and 1893, 1,358 between 1894 and

1897 ; and in 1902 the rate fell even as low as 1,232.

Whereas in Germany the rate fell almost 40 per cent.
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between 1871 and 1902, it fell 44-3 per cent, in England.
Even at the present day Germany compares very unfavour-

ably with other civilised countries in respect of rate of

mortality due to tuberculosis of the lungs. The number of

adult persons who are in such an advanced stage of tuber-

culosis of the lungs that they ought to be placed under

tit atment in hospitals is estimated at 200,000 in Germany.
In 1898, of 151,083 persons who drew payments from the

invalid funds, 18,212 that is, 12 per cent. were suffering

from tuberculosis.

There are large societies in Germany for fighting against
the disease

;
numerous sanatoria have been erected for

sufferers from tuberculosis, but the Imperial Government

promotes the spread of the disease by increasing the cost

of food by taxation.

If, notwithstanding the higher cost of living in conse-

quence of the food-tax, the death rate, especially that of

tuberculosis, shows a relatively favourable change, this

may be ascribed, as already stated, to the great prosperity
in trade and commerce which has set in since 1894, and the

rise in the rate of wages which was brought about thereby.

THE INFLUENCE OF THE CUSTOMS POLICY UPON THE RATE
OF INTEREST.

Another of the causes which tend to swell the cost of

production of German industry is the dear money, i.e., the

high rate of interest on loans. Modern trade and com-

merce are based upon credit ; the cases in which a merchant

or manufacturer works exclusively with his own and not

with borrowed capital are nowadays very rare, and the

higher the rate of interest he has to pay on the borrowed

capital the worse its effect upon his cost of production.

Very often the prosperity of a whole trade depends

upon the rate of interest. There may be a large

demand for dwelling accommodation, and yet building

operations will practically cease as soon as the rate of

interest has risen to, and maintains itself at, an unusual

K
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height for any length of time, because a long time must

elapse from the date of the purchase of the ground and

the commencement of building operations until the day on

which the house will be ready for occupation ;
and the

man who takes the house and lives in it before it is quite

dry pays at first only a rent which does not cover expenses.
And so in the case of traders who sell their goods,

especially in industry and handicrafts
;
the producer who

buys materials and pays wages does not get his money back

until he has sold the manufactured article, i.e., after a

considerable lapse of time, and a high rate of interest is

therefore most detrimental to him. It kills the spirit of

enterprise, because the capitalist will prefer to invest his

money in some other business which is secure and will

yield a good rate of interest, rather than risk it in a

venture about which it cannot be predicted with any

certainty whether it will turn out profitable or not.

Germany has been suffering for many years from

her very high rate of interest, which is the most clearly

noticeable in the banking discount rate, which rules the rate

of interest for all other loans. Generally, it is from i

to 2 per cent, and more higher than in France and England.
The causes of the high rate of interest in Germany

are partly to be sought for in the enormous increase of her

population, which amounts to 850,000 to 916,000 per
annum. If we reckon 3,000 marks to be the cost of

.educating a youth until he has completed his sixteenth year,

the earliest age at which he will begin to earn independently
a livelihood, France, in which country the birth rate

has in several instances already been lower than the death

rate, annually saves, compared with Germany, n sum of

27 milliards alone in the cost of rearing and educating
her children. And in order to provide homes for her

increased population, Germany has to spend on additional

houses annually several milliards of marks more than

France, which country has only to replace dilapidated

buildings, or such as do no longer comply with modern
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requirements. The unsound distribution of landed property
in Germany leads to the depopulation of the rural districts,

to the rapid formation of large and middle-sized towns,
which in their turn again call for the construction of

numerous roads and tramways, and, owing to the dense

massing of buildings, for costly sanitary works like water-

works and sewerage, expenses which France need not incur.

The building of schools in Germany is therefore an

undertaking of quite different a magnitude, and the large

rate of increase of our population calls in other respects

also for a much greater expenditure on the part of muni-

cipal authorities than in France. And in order to nteet

the wants of this enormously increased population,

Germany has to erect factories continuously, on the one

hand because she has to provide clothes, houses, domestic

articles for these people ;
and on the other hand, because she

has to manufacture goods to sell in order to be able to pay for

the articles of food and raw materials which she has to im-

port from abroad, and which she cannot produce at home.

And although Germany, in consequence of her very large

population may manage to save every year a large amount
of capital, she is obliged to spend again the great bulk of it

on dwelling houses, waterworks, sewerage, schools, factories,

and means of communication
;
whereas France can employ

the larger portion of her savings in buying foreign securities.

In the balance-sheet of French commerce the total income

is nearly equal to the total expenditure. The German balance-

sheet, on the other hand, shows a deficit of about 1,750 to

1,800 million marks. In 1906 she had to pay 2,315 million

marks to the foreigner for food stuffs and 4,032 million marks
for raw material.

A large sum is also spent annually by Germans in

travelling expenses abroad. The German is very fond of

travelling the French, Swiss, and Austrian Alps, the

Ta'tra Mountains in Hungary, Norway, Italy, all entice

him abroad, and living in these foreign places is compara-

tively cheaper than at home where, by customs duties and
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the prohibition of importing foreign cattle, all the prices are

raised as much as possible. The Frenchman very seldom

goes abroad.

All this will explain why France has always a large

amount of capital invested abroad, and why she is very
seldom placed in a position to be obliged to pay to the

foreigner more than what the latter owes her. France

is always in a position to meet her liabilities by her

counter demands, and even in the worst case she has

only to part with but a small portion of her capital in-

vested abroad to pay her debts to the foreign creditor.

If the wealth of France may be compared to that of a

well-to-do man living on the interest of his investments,
and always having ready money to spend, the wealth of

England may be compared to that of a business man whose

capital greatly exceeds that of the French rentier
;
and as

his money is always invested in business, he earns with

it a great deal more than the former
; working, however,

with borrowed capital, he has also to pay more for it

under certain conditions than the rentier. England is

the banker, the commission agent, the carrier of the

whole world ;
she is the greatest creditor and the

greatest purveyor of goods. She is the country that has

the largest export trade in manufactured goods ;
the

value of her exports probably reached 9 milliards of marks
in 1907, and exceeded by about 1*2 milliards of marks
that of 1906. The bank rate in England, owing to the

brisk commercial activity there, is always subject to greater
fluctuations than it is in France, but it is always consider-

ably lower than in Germany, because England always has

large sums owing to her abroad with which to pay.

Germany's commercial balance-sheet always showed, until

recent years, a balance in her favour. She is superior to

France in her very much greater inter-oceanic shipping

trade, as also in the great carrying trade which she does on

her railways and inland waterways for Russia, Austria-Hun-

gary, and Switzerland, the gross freights on which alone must
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wipe out the greater portion of the deficit on the balance-

sheet of German commerce. She is also the holder of many
foreign securities, and numerous German enterprises
abroad also tend to improve her balance-sheet. But
these last-mentioned items cannot be liquidated. The large

demands for foodstuffs and raw materials to be imported
from abroad involve large calls for payment, especially in

the autumn ;
it is at this season that wheat, which Ger-

many imports to the value of from 300 to 370 million marks

per annum, lard to the value of 135 million marks, and

petroleum, of which 80 millions of marks' worth is imported,
has had to be shipped ; the first payments on account of

cotton, for which raw material half-a-milliard of marks have

to be found every year, must also be met at that time. At
that period of the year, therefore, money is always very

tight, and the rate of interest consequently high, because

the export of manufactured goods produced by German

industry, which have to pay for the bulk of imported goods,
is spread over the whole year. And the German commercial

policy has contributed to the utmost degree to make the

mode of payments still more difficult. It has brought
about a similar policy of Protection in other countries

also, and made the export to those countries more difficult.

It has and this is another serious matter considerably
increased the costs of production of our manufactured

goods by raising the price of all necessaries of life, of

many raw materials, and partly manufactured goods. The

English, the Belgian, the American workman, who has

cheaper bread and meat to eat, can work for proportionately
lower wages, and consequently Germany, in comparison
with other large industrial countries, is left behind with her

export trade.

The increase in exports, as it is necessary to cover the

enhanced demand for foodstuffs and raw materials, must

keep pace with the growth of the population.

Now, in 1907, England showed a rise in exports to the

value of 2,400 marks in round numbers, France one of nearly
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6,ooo marks per head, but Germany only one of 590 marks.*

Although we cannot expect an increase as large as that of

France, a country receiving a far smaller quantity from

abroad for transit, sale on commission and transport by sea,

the increase in our export should come up, at least, to that

of England, which from all these other sources of revenue

shows a far greater increase than Germany. Notwith-

standing this, the increase in our export trade per head

of increase in population did not even amount to one

quarter of that of England. This is really the true ex-

planation of Germany's unfavourable balance of payments.
As long as the German commercial policy hinders the

proper development of the German export trade by arti-

ficially raising all costs of production, the danger is imminent

that, sooner or later, the export trade will lag so far behind

that the balance-sheet of German commerce will no longer
show a balance in favour of, but against Germany, that we
shall no longer be able to buy foreign securities, but, on the

contrary, shall be obliged to sell them in order to be able to

pay our debts to the foreigner ;
that finally the latter will

begin to buy German securities also
;

that Germany will

change from a creditor-state to a debtor-state
;

that this

policy will lead to the impoverishment of the people.

THE FISCAL EFFECT OF THE POLICY OF PROTECTIVE

DUTIES.

Bismarck's principal object in inaugurating the German

policy of customs duties was to increase the revenue

of the Empire, that is, he was in favour of them on

fiscal grounds, with a view of improving the Empire's
financial condition. This object has not been realised.

It cannot be gainsaid that the revenue from customs

has shown an enormous increase
;

it rose from 140
million marks in 1879 to about 700 million marks in 1907.
A large portion of this, however, more than 40 per cent., is

* The numbers for a single year are not sufficient to prove my point, but for

longer periods there are similar proportions.
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derived from revenue duties which are not only indepen-
dent of the policy of protective duties, but the amount of

which, as far as articles of luxury are concerned, has really
been reduced through the increase in the cost of living caused

by the policy of protective duties. Because, in proportion as

the prices of absolutely necessary articles of food rise higher,
the great bulk of the people are less able to spend

money on not absolutely necessary articles of luxury,
which form the chief source of revenue from indirect taxes

and excise duties. In addition to this the sums spent by
the Empire, Federated States and municipalities for the

salaries of their officials also increase in proportion to the

enhanced cost of living. The extra amount which the

administrative bodies just referred to have to pay for higher
salaries and wages in consequence of the policy of protective
duties may be estimated at fully 2 milliards of marks

per annum, which sum naturally has to be raised by
direct and indirect taxation.

It is precisely the financial interests of Germany that seem

to make it imperative to return once more to the system of

Free Trade.

SITUATION AND PROSPECTS OF THE FREE TRADE MOVEMENT
IN GERMANY.

The situation and prospects of the Free Trade movement
in Germany at the present time are not especially favourable.

They are, however, incalculable, and a sudden important

change of views on the part of the majority by no means

belongs to the region of impossibility. In industrial

circles, with very few exceptions, the conviction is hold that

the new customs tariff, with the rise of the duties on agricul-

tural commodities, has been directly mischievous, the rise in

the prices of foodstuffs having led to an increase in the cost

of labour, that of raw materials, semi-manufactured goods,

and the accessory materials used in their manufacture ;

whereas those trade? engaged in completing half-finished

goods^cannot secure higher prices owing to home competition.



152

In spite of this fact, many manufacturers appear to have the

most vague ideas as to the utility or injury of protective

duties. If there still exists a small import trade in the

goods manufactured by them, they clamour for an increase

in the duties imposed. When, for instance, during the year
there have been scarcely 1,000 dozen of ornamented porce-
lain table ware imported from France, some porcelain

manufacturers demand an increased duty on this class of

goods. They do not reflect upon the fact that France buys

nearly six times as many of these goods from Germany,
and that the export of them is altogether 45 times larger

than the import.
The cloth-makers of Aix-la-Chapelle asked for an increase

in the duties on cloth, so that they might be better

protected against the importation of English and French

cloths, ignoring the fact that Great Britain buys more
than double and France 12 times the quantity of German
cloth as against what they send us. The Protectionist idea

nurtures that spirit of narrow-mindedness which demands

every facility for the export of its own goods and every
obstacle on the other hand which will check foreign com-

petition in the import trade. These people have not yet
arrived at a clear recognition of the fact that they could

take up a far better standing against the competition of

the foreigner, if Free Trade prevailed in Germany and

the cost of labour and material were not increased for

them by high customs duties.

Those "industries which depend upon the export of their

products, in so far as they have been turned, under

the protection of high customs duties, into syndicates and

trusts, as for example the wholesale iron industry, the

soda industry, the spinning and weaving industries,

are in favour of upholding the customs duties, because

these enable them to realise high prices at home and to

force exports by granting
"

Kartell Export
'

premiums.
Those who complete the manufacturing process of the
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Syndicates' half-finished goods, inasmuch as they are

bound to buy them, are asking to be relieved of duties

on them
;
on the other hand, they ask as much protection

as possible for their finished goods. So far as their

own necessary export trade is concerned, they admit

that their own high customs tariff has stood in the way
of more favourable commercial treaties, whilst the

high duties on foodstuffs have increased their cost of produc-
tion. Not infrequently also one meets with short-sighted

manufacturers who declare that the export question is of no

concern to them since they only sell in the home market.

A little more reflection, however, would bring them to a

recognition of the fact that if the other manufacturers in

their own branch did not export their goods, there would be

an enormous over-supply in the home market, and conse-

quently a fall in their sales.

The coal-producers are in favour of the policy of pro-
tective duties because they think that in the absence of

such duties the iron industry would greatly suffer, and with

it the consumption of coal, an assumption which does not

bear criticism, and which to a great extent can be explained

by the fact that the largest colliery owners are also pro-

prietors of iron smelting works. They can see only their own
immediate narrow interests in place of recognising that the

industrial revival that would follow the repeal of the protec-
tive duties would immensely increase the consumption of

coal as well as of iron.

Although the makers of machinery complain of the

raising of the price of coal and iron, through the
" Kar-

tells," they are nevertheless against the abolition of duties on

iron because they fear in that case they would get fewer

orders from the mining industry.
The copper mining and smelting industry has been unable

to carry through a protective duty on copper, because of the

opposition of the iron industry, owing to the fact that it

would lead to the imposition of a duty on iron ores containing
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copper. In spite of this the copper mining industry supports
the policy of Protection very energetically, because they
find in its Agrarian adherents with their bi-metallic scheme

of remonetising silver support for their silver production.
The freedom from duty of foodstuffs would, of course,

be more help to them than any artificial raising of the

price of silver.

The sugar industry used to belong to those industries

which have done their best to bring about a radical change
in the customs policy of Germany. Meanwhile the sugar
manufacturers have lost their interest in the controversy
because the double-edged nature of high prices at home

through the formation of
' '

Kartells
' ' and the dumping

exports with Kartell export premiums, has been clearly

demonstrated to them. They now endeavour to increase

home consumption by advocating low "
consumption

duties," and it would be further to their interest to

increase the capacity for consuming sugar by low corn and

cattle prices. The bulk of the sugar mills, however, are

in the hands of beet-root growers, who are at the same time

large corn raisers and cattle breeders, and as such they are

for the most part energetic supporters of duties on agricul-

tural produce.
The ' ' Union of Farmers ' : have succeeded, by an

extraordinarily active agitation, in convincing the majority
even of the small and middle-sized peasant population that

the duties on corn and cattle are of advantage to them

as well. That catch-word of the complete customs tariff

covering and guarding the interests of every agricultural

producer has, in many cares, not failed to produce its

effect. And in the south and west of Germany it is the

predominant influence of the Catholic Church upon the

peasant population which, after the party of the Centre

had declared for duties on agricultural products, repeats,

without further questioning, the gospel of their beneficent

effect.
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In Northern Germany, in Eastern Prussia, Pomerania,

Mecklenburgh, Schleswig-Holstein, East Friesland, in Lower

Silesia, and in Wurtemberg, there have certainly survived a

group of farmers professedly Free Traders, belonging prin-

cipally to the middle-sized and small farming industry, and

seldom cultivating farms on a large scale. In several

constituencies they decide the issue of the elections for the

Reichstag ; but the great bulk of German farmers are

Protectionists.

Amongst the commercial classes, owing in the first

instance to the concentration of the banking interests in

the hands of a comparatively small number of large banks,
the number of bankers has decreased very much. The

large banks, because of their close business connections with

the mining industry, textile and engineering industry, are

not seldom supporters of the protection of industry, and

amongst the small and fair-sized bankers in agricultural

districts where great landowners predominate, there is

no lack of men who favour the duties on agricultural

products, which at least have caused their clients, after

each rise in the duties, to be once more solvent. Upon
the whole, however, in these circles Free Trade is favoured.

The same holds good with regard to the wholesale goods
trade ; whilst, on the other hand, among retail traders,

who are encountering an unpleasant competition from the

large stores and wholesale dealers in special wares, the

old corporation spirit has gained ground, and is carefully

fostered by the Agrarian party with a view of drawing them

over into their camp. In the same way, the landed interests

have succeeded in collecting beneath their flag a large number
of the smaller and middling-sized millers by advocating
a progressive duty on mill outputs, which would lead to

the extinguishing of large mills.

At any rate, the great majority of the small traders are

also in favour of Free Trade. In the pre-eminently agri-

cultural districts most of them of course dare not openly
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show their true colours for fear of being boycotted by the

farming party.
What has been said about small traders holds good

with regard to the artisan class, which an undisguised

guild movement endeavours to convince that their lot

would be improved by the introduction of certificates of

proficiency and the revival of the old guild system ;

whereas the fact is they are suffering now because the

purchasing power of their customers in consequence of the

high prices of foodstuffs (due to Protection duties) is greatly

weakened, and, at the same time, their own cost of living

is higher.

Of the transit trades, shipping is entirely Free

Trade. The inland shipping trade, however, is only so

in those localities which are not under the control of the

mining industry, which supports high protective duties.

The railways are, with few exceptions, owned by the State,

and their influence, consequently, is upon the side of the

prevailing trade policy. This powerful group of interests

which from their nature would fight for Free Trade

swells in Germany the ranks of the Protectionists and

Agrarians.
There is hardly any other country where there are so

many Government officials as in Germany. The State

railway system, the very extensive State mines, State

Forests and Crown lands, the Imperial Post and Telegraph

Administrations, State Printing Press, Imperial Bank,

and various State Banks, the large naval and military

administrations with their workshops, the army of Customs

House officials necessitated by the customs policy, the

complicated working machinery of a bureaucracy with

its endless scribbling, the police administration, which is

much less extensive in democratically governed countries,

&c., all demand a gigantic army of officials. As consumers,

their interests are undoubtedly bound up with Free Trade, but

they dare not openly profess their views for fear of losing
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the favour of their superiors. At the elections for the

Prussian Diet, which are public, they vote almost to a man
for the Conservative-Agrarian parties ;

their names figure

at the bottom of the Agrarian electoral manifestoes
; for the

higher official who has had academic training, activity exer-

cised on behalf of the Conservative-Agrarian parties is the

best mode of carving out for himself a successful career
;
he

is less dependent upon his superiors, even upon the favour

of his own Minister, than upon that of the Conservative-

Agrarians. This, of course, only holds good for Prussia,

Saxony, Anhalt, Mecklenburgh, and some of the Thuringian
States

; but, at the same time, it is true as regards
about three-fourths of Germany. And in politics the

lower officials must follow the lead of the higher
ones if they are not to suffer damage. The voting for the

Reichstag is certainly secret, but owing to the dishonest

practices of officers presiding at elections, secrets will some-

times leak out, and the fear of many electors that after all

it will be known how they have voted, prompts them to

go against their convictions and cast their votes in favour

of the Protectionist-Conservative party. Although the

Imperial Government does not persecute men who vote

for the middle-class Free Trader, it is down upon everybody
who votes for the Social-Democrat. A highly respectable

physician of Wiesbaden, in the second ballot, gave his vote

to the Social-Democratic candidate, being, from his point of

view, the lesser evil. Owing to the gossip of waitresses

and a mean betrayal, this came to the knowledge of the

postal authorities to whom he held the post of confidential

medical adviser. He was forthwith dismissed by the Secretary

of State for the Imperial Post-office, who justified the dis-

missal in the last session of the Reichstag by stating that

the Administration of the Imperial Post-office could not

permit their officials to champion Social-Democrats. Local

State functionaries have repeatedly done material

injury, not alone to officials, but also to tradespeople,
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because they openly espoused the cause of Free Trade

candidates of the radical middle-class parties.

In their daily life the Government officials feel acutely

every rise in the prices of the necessaries of life consequent

upon the rise in duties
;
but this is always met by raising

their salaries, so that in reality their troubles are only tem-

porary and last mainly only during the transition stage of the

policy which raises the price of commodities. But as their

salaries are not allowed to be lowered, Free Trade would do

them immense good. It may, therefore, be assumed that at

the elections for the Reichstag, when the voting is secre't,

the great majority of them record their votes in favour

of the Free Traders.

The question, however, whether there should be Free

Trade or Protection, cheap or dear bread, hardly ever

forms the plank at election platforms, numerous other

issues of a purely political, religious and social character

complicating the issue at the time. In many electoral

districts the middle-class Free Trade parties do not put

up any candidate at all, their organisation being too

weak ; it happens most frequently that they cannot

make up their minds to vote for the Social - Democratic

Free Trader because the political divisions are too sharp.

Amongst the National Liberal party there have been

and still are besides Agrarians with the strictest principles,

representatives of Industry supporting a
"
High Protective

Tariff
" and thorough-going Free Traders

;
and the electors

belonging to the party elect the candidate put up for them

by his party, independent of his economical creed. To some

extent the same may be said about the party of the Centre,

which, however, upon such questions, vote unanimously
for a policy of Protection. The Free Traders belonging
to the party offer up the sacrificio del intelletto.

The parties which can be counted upon for Free Trade

are essentially the Social-Democrats, Radicals of all three

groups, Poles and Danes. During the election for the
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Reichstag in 1903, which, to some extent was fought on

the election cry of dear bread, 4,076,300 votes were cast

for these parties ; Conservatives, Anti-Semites, the party
of the Centre, Alsatians, &c., got 4,185,700 votes

; finally

the National Liberals secured 1,317,400 votes. Of the latter,

however, about 75 per cent, must be looked upon as Pro-

tectionists, so that the strength of the Free Trade vote

may be put at 4,405.000, amT thaT" of the Protectionist
j

vote at 5,164,000. But the number of elected deputies is by
no means in proportion to the votes. The Free Traders

in that Reichstag probably numbered less than 140

men, whilst the Protectionists numbered about 255 men.

Since the founding of the German Empire no re-arrange- (

ment of the electoral districts for the Reichstag has taken i

place. The immense displacement which has taken place

in the population owing to the development of industries

and large towns on the one hand, and to emigration from

agricultural districts with large landowners on the other

hand, has not been taken into account. Upon this

circumstance rests to a great extent the power of the

Agrarian parties.

The victory of the Free Trade idea is rendered sub-

stantially more difficult by the fact that the most numerous

party professing it, viz., the Social-Democratic party, being
a Republican party, is in strong contrast to the other

parties which are for monarchical institutions, and the

difficulty is still more enhanced by the fact that, being a

party preaching an uncompromising class-war, it will see

even in middle-class Liberalism only a reactionary mass

which is to be fought tooth and nail. This mode of lighting

has created a reaction, the result of which has been that the

middle-class electors find difficulty in bringing themselves to

vote for a Social-Democrat even at the second ballot. A
real understanding between Social-Democrats and the

Liberal middle-class was only arrived at during the last

elections for the Diet in Baden, and to some extent at those
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in Wiirtemberg. So long as this uncompromising attitude

is maintained, the working in harmony of the Social-

Democratic party and the middle-class democracy is im-

possible, and the victory of the Free Traders at the Reichs-

tag elections is out of the question.

No doubt if the economical situation in Germany should

grow worse, and should this critical situation continue for any

length of time, whilst at the same time the prices of foodstuffs

remained high, it is quite possible that a violent change
in the views of the electorate might take place. It then

might happen that a majority could be found consisting not

only of Free Trade parties hitherto existing, but also of

members of the parties that have been hitherto Protectionists

and Agrarians, or at least of members of those parties

which have not made the policy of Protection a cardinal

point in their party programme that is to say, the

National Liberal party and party of the Centre. It was

in this way, after all, that the victory was finally achieved

in England.
In that country it is admitted that the strong agitation

of the league against the duties on corn had fully prepared
the ground for the final struggle more effectively than has

been the case in Germany at the present time. One may
say that Protection is supported in this latter country

only in a small degree by the special interests of certain

industries, and in a far greater degree by a want of com-

prehension of the economic situation.

Many people think that they must consent to the

existence of high duties upon the necessaries of life because

these are essential for the welfare of agriculture, persistently

confounding agriculture with the preservation of the big

ownership of land in its present unhealthy extension.
"

If the peasant has money, the whole world has money."
This old proverb is always on the lips of the industrial

employer who has to pay his labourers higher wages, the

higher the cost of the necessaries of life rise through pro-
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tective duties. He does not see that the old proverb only
held good when peasants formed the bulk of the population,
and that it depended upon the result of the harvest and other

natural phenomena, whether he had any money or not.

But at a period and in a country where the agricultural

class form barely a quarter of the population, it absolutely
loses its appropriateness, more particularly so as the

purchasing power for products of handicrafts and industry

is at its highest, when the prices for indispensable
articles of food are low, gradually disappearing in proportion
as their prices rise.

On the part of German Free Traders, much work of an

enlightening character has been done already, but not nearly

enough, and comparatively very little on the part of those

who represent commerce and industry. This is partly

owing to their organisation. The German Handclstag,

comprises not only the chambers of commerce, the legal

representatives of commerce and industry in their districts,

among whom Free Trade principles predominate, but

amongst whom, especially in the large industrial centres

of the mining industry, Protective theories also find

defenders, but also a series of unions of large industries

of a frankly Protectionist character, like the Central

Union of German Industrial Employers. The latter

claims, although actually only representing a section of

wholesale industrial concerns, to be the representative of

the interests of industry, and has for a very long time been

looked upon as such by the Government, for the simple reason

that its tendencies in matters of commercial policy is to a

great extent in harmony with its own. With a view of

gaining some influence with the Government, other industrial

associations have joined it, although, as a matter of fact,

their interests are opjxjsed to those of the Central Union,

as, for example, the Employers' Union of the German
chemical industry, the Central Bureau for Commercial

Treaties, and the Union of Industrial Employers, all of
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which originally grew up in opposition to the Central

Union of Industrial Employers and ought to be Free

Traders considering the interests represented by them.

After the great political action about the new customs

tariff had been decided against them, they entered into

a
' '

community of interests
' '

with the powerful Central

Union, although only a disharmony of interests could be

expected of such a union. The Union of 'Industrial Em-

ployers has again severed its connection with the Central

Union on personal grounds ;
but no far-sighted policy is .to

be expected in the future from the uncertain guidance
of the men at its helm.

Of associations comprising the whole of Germany,
the Society for Commercial Treaties (Handelsvertrags-

verein) is the only one that can be cited as fighting with a

clear cenception of its purpose for the cause of Free Trade,

although it seeks to realise its purpose less by means of auto-

nomous legislation than by the arranging of commercial

treaties. The society was founded by the late Dr. Georg
von Siemens, shortly before the appearance of the draft

of the new customs tariff. But even this society has only
been able to prosecute its active campaign, originally

planned on a very large scale, but unfortunately entered

upon too late, in a very circumscribed way, owing to the

fact that after the coming into existence of the new and hardly
at all favourable commercial treaties, many of its wealthiest

members resigned because they considered that the society

had accomplished its purpose. Even in its most flourishing

condition the annual subscriptions fell far below the sum
which was at the disposal of the English Anti-Corn-Law

League, and the money, even insufficient in those days,

is wholly inadequate with present-day conditions to carry

on a propaganda on a large scale. The Society for Com-

mercial Treaties has now concentrated its activity upon

promoting by practical means the foreign trade of its

members. It is at any rate of great value that there
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should be in an emergency a firmly established, well-

managed organisation available for any action that may
be taken in matters relating to commercial policy.

The true comprehension of questions relating to

economics and the spirit of sacrifice are unfortunately
but poorly developed in commercial and industrial circles

in Germany, with the consequence that the latter, prefer

to be relieved of pounds of their money by the Agrarians,
with the help of legislation, than to lay out pence at the

right time in support of necessary political organisation.

But even in the Free Trade parties and among their

agents there arc comparatively few men who have mastered

questions relating to commercial and agrarian policy

with sufficient grasp to be capable of expounding them
before the electorate in a manner at the same time con-

vincing and easily understood. These questions are not at

the present moment the dominating ones in politics, although
in view of their importance they ought to be, and conse-

quently many politicians do not give them the attention

they deserve.

A great crisis, however, may force Germany to throw

over her Protective commercial policy. The development of

her financial situation is very unfavourable, and there is a

necessity for exporting on quite a different scale from the

present. Notwithstanding the apparently enormous rise in

the export trade of Germany, it has lagged behind in pro-

portion to the increase of her population. Her cash balance

together with her bank discount rate and the rate of interest

charged on loans are getting more and more unfavourable,
and further increase the cost of production, too much already

weighed down by the duties on food. A country that, owing
to the very rapid increase of population, is so much depen-
dent upon the development of its industries and the export
of the products of its industry, cannot for any length of time

hamper its development by customs duties without inflicting

serious damage on the vital powers of its people. In years
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of splendid universal prosperity this damage is less notice-

able, although even then it makes the increase of wealth

more difficult. But in years of economic depression the

need of throwing over a policy which increases the cost of

everything becomes more and more imperative. The stress

of the times will compel us to throw our protective
duties overboard.

Dr. HERINGA (Secretary of the Dutch Free Trade Union)
submitted a summary of the following paper :

GOOD sometimes results from evil. Thus the Free Trade

Movement in Holland came into existence towards the

middle of the nineteenth century, in consequence of the

evil effects of the protective system. In 1840 commerce
and industry were suffering greatly under the protective
tariff of 1816, and prosperity was declining. To remedy
this, export was in 1845 freed, transit was subjected to a

low duty, and the Government was declared competent to

alter the tariff in the interest of commerce and industry.

In 1854 a number of duties were lowered or repealed.

In 1857 a proposal for partial reform was rejected,

because Parliament desired not a partial but a general

reduction.

The present tariff dates from 1862. Its basis is the

imposition on manufactured goods of a duty of 5 per cent.

of the value, on partly finished goods (articles for industrial

purposes) of 2 to 3 per cent., while raw materials and prime
necessaries of life may be imported free. These measures

were regarded as merely preliminary. Reform of the

tariff was believed to be the first step towards the abolition

of all protective duties and towards the introduction of a

pure revenue tariff. Accordingly, the tariff was lowered

again in 1877, the duties on grain, seeds and flour, and on

most raw materials for agricultural and industrial purposes

being abolished.

Still, owing to the continued imposition of the 5 per
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cent, duty above referred to, the Dutch tariff cannot be

regarded as an example of a pure free trade tariff, but

only of a
"

slightly protective
' '

one. The wants of the

exchequer are primarily responsible for this failure to attain

entire commercial freedom.

What are the present prospects of free trade?

These cannot be called favourable. The ever-growing
demands of the exchequer have already led to proposals
to introduce a higher tariff. A scheme put forward in

1900 proposed a rise of from 5 to 6 per cent.
;
and that of

the protectionist Government in 1904 proposed to raise the

5 per cent, to 10 or 12 per cent. Although this latter

revision was said to be undertaken solely in the interest

of revenue, the duties to be imposed or increased must be

regarded not as fiscal, but as protective duties, because,

besides strengthening the State finances, they were to serve
*' for the development of industry and for the advancement

of national labour."

The clerical Government, which came into office on

January 12, 1908, has not yet declared its commercial

policy. Several protectionists, however, are members of

the present cabinet, and already one of the clerical unions

has appealed to the Minister of Finance to raise national

labour, by protection, out of the state of "decline" to

which, in their opinion, it has sunk.

Happily, as I will now proceed to show, this view

is erroneous. Free trade principles have now prevailed in

Holland for about 50 years.

W/Mt have been the results ?

Commerce has developed to a striking extent. Our

imports (for home consumption) in the period 1847-1850

averaged 184 million florins, and in the years 1901-1906

493 millions. The export trade shows a similar movement.

Exports have risen from 132 to 392 millions ;
transit from

86 to 132 millions. The effect on rates, wages, freights,

&c., indicated by these trade returns, for our people, is
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difficult to gauge, but may certainly be estimated at several

hundred million florins.

Agriculture, too, can show favourable results. The entire

surface under tillage has increased from 2,064,908 hectares

in 1833 to 2,388,964 hectares in 1906. The average pro-

duction per hectare from 1876-7 to 1906 rose as follows :

Wheat . . 21.2 hi. to 30.7 hi.

Rye 17.4 hi. to 22.5 hi.

Barley 36.1 hi. to 41.8 hi.

Oats . . . . . . . . 37 hi. to 47.7 hi.

Potatoes . . . , . . 112 hi. to 209 hi.

Flax 427 kg. to 644 kg.

Cabbage seed . . . . . . 21.1 kg. to 24.6 kg.

Notwithstanding that the proportion of pasture to

arable land has remained about the same (55 : 42), the

number of live stock has increased. Since 1870 the number
of cattle has increased from 1-4 millions to 1-7 millions

;

pigs from 346,000 to 862,000 ;
and horses from 264,000

to 295,000. Although the general decline in the price of

corn has been felt also by the farmers in Holland, the fol-

lowing figures relating to export trade show that agriculture,

in which about 29 per cent, of the population find employ-

ment, has developed greatly under Free Trade. The average

surplus-exports increased from 1847-56 to 1906 as follows :

butter from 12-5 to 23 millions of florins, cheese from

8 to 16 million florins. The dairy industry is thus flourish-

ing. Market gardening, too, shows favourable returns.

The surplus export of vegetables has increased from 43
to 138 million kilogrammes, that of bulbs from 9-5 in 1902
to ii millions in 1906. The value of the surplus export
of trees, shrubs and bulbs rose from 294,000 florins in 1847
to 6-9 millions a year in the period 1897-1902. The surplus

export of beetroot went from 77 to 181 million kg., and that

of fresh meat from 2 to 40 million kg. in the same

period.

These figures show that agriculture and cattle breeding
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have no mean share in our total trade. The best proof
that they are flourishing is that Dutch protectionists ask

for no agricultural protection.

Industry , also, has made rapid progress. The number of

factories has risen since 1876 from 2,159 to 4,936, steam

boilers from 2,952 to 7,160, heating surface from 72,263
M2 to 295,110 M2

. The number of steam boilers constructed

in the country itself increased from 56 per cent, in 1881 to

62 per cent, in 1896.

The following figures give the dividends realised in some

industries by joint-stock companies : Breweries 6-7, dairy

produce factories 7-8, bakeries and flour mills 6, glass works

1 1-3 in 1904, stuff trade 9-9, mortgage banks 13-2, freighting

companies 6-8, shipyards 8, spinning and weaving mills 7-2,

railways 4-4, metal industry 5, insurance companies 7-12,

sugar refineries 5-5.

The following export figures also disclose a flourishing state

of things. The surplus-export of potato-flour rose from 16,000

kg. in 1847-56 to 63-7 million kg. ; that of chocolate jumped
from 24,000 to 4-5 million kg. The moss-litter industry
in 1900 showed an export of 193 million kg. The surplus-

export of candles advanced from 247,000 florins to 5-2

millions, of wooden furniture from 308,000 florins to 2-2

millions. In the following instances the surplus import

changed into a surplus export : Glasswork from 48,000
to 5-8 million florins, earthenware from 276,000 to 4-8 mil-

lions, strawboards from 3,000 to 4-5 million florins.

The textile industry is flourishing ;
the average surplus-

import of all sorts of dry goods in 1847-56 was 16-1 million

a year. It has been changed into a surpltis-ex|X)rt of

20-8 millions in 1906 ;
and since the abolition of differential

duties in 1874 the value of the total produce of the textile

industry in Twente (the cotton manufacturing district of

Holland) has risen from 4-5 to n million florins a year.

These manufacturers, therefore, wish for no protection, and

no wonder, if one reflects that the costs of production of a
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Cotton yarn manufactory in protected Germany afe about

8 per cent, higher than in Holland.

Thanks to Free Trade, the Dutch shipbuilders can buy
German iron cheaper than the Germans themselves (the differ-

ence in price of plate-iron is about 25 percent.). Holland,
with a

negligible_prodiiction ofjiron, fcas_become a successful

competitor to the German shipbuilders at Ruhrort. The

iron needed for_tlje_XQJlstruction of aRhine vessel is about

5,8oo to 7,500 marks cheaper in Holland than in Germany.
~~K Dutch shipbuilder made m 1962 m) less than twenty-two

paddle boats for German account. The total cost of build-

ing a vessel is about 30,000 marks less in Holland than in

Germany, Awhile the difference in "wages is~ about 23,500
marks. Owing to the cheaper raw materials and lower

money-wages, the Dutch shipbuilders can export to all

I countries of the world. The gross tonnage of ships built in

Dutch yards has doubled in the years 1895-1900.

Sea-fishing is extending. The number of ships for

herring-fishing rose from 309 in 1870 to 733 in 1906. The

export of fresh sea-fish rose from 3-3 million kilogrammes in

1892 to 16-2, and of river fish from 1-5 million kilogrammes
in 1877 to 4-7 millions in 1906.

In consequence of the great development of agriculture,

commerce and industry, the general welfare of the people has

increased,

A few figures will show this.

The prices of commodities in daily use have declined.

Wheaten bread in Dutch towns in the years 1847-50 cost

21 to 30 cents a kilogramme, now 12-15 cents
;
the contract

price for white bread sank from 27 to 11-5 cents a kilo-

gramme. In North Brabant, one of the provinces of

Holland, coal was then 16 florins a ton, and at the present

time is about 8-5. Refined oil at Groningen in 1850 cost

47 cents a litre
;
now a litre of petroleum can be bought

for 8 cents.

As a result of the fall in prices the consuming power of
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the people has risen. The consumption of wheat rose from

0-43 hi. in 1852-6 to 1-29 hi. in 1887-91. Rye, 1-08 to

1-15 ; barley, 0-31 to 0-33 ; potatoes, 2-38 to 3-47 ; rice,

6-65 kg. to 12-09 ; sugar, 2-7 to 8-8 in 1892 ; beef, 8 to 13

kg.

The value of household furniture, in spite of the decline

in price of numerous articles, rose from 84 million florins

in 1846-7 to 186 million florins.

Housing has improved. The number of houses doubled

in 1848-1894, while the population increased 61 per cent.

The number of fireplaces per 100 inhabitants rose from 21-5

in 1846-7 to 30-2 in 1896-7. The rental value increased

from 27 to 129 million florins.

The economic conditions of the working classes have

also greatly changed for the better under Free Trade. For

this progress the cheapness of food and other commodities

of daily use is largely responsible.

That prices are lower in Holland than in protective Ger-

many the following figures will show :

Prices of food are in 1908 at Ensched>'- [Holland] and Gronau

Germany 1 (distance between
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Cents. Cents.

Brown beans (| kg.) . . . . 10 10^
Green peas (| kg.) . . . . 8 8T̂
Salt (i kg.)

'

4 5
Groats (^ kg.) 8 8T%
Tobacco (^ kg.) . . . . . . 16 24
Cigars ". 2 3

Eggs 3 3

A household of six persons can buy for 21 marks in

Geldenand (one of the eastern_Jiri3adnces~"or

much as in the Ruhr district in Germany for 2

Wages are higher in Germany : e.g., a spinner gets at

Enschede 15 to 16, at Gronau 15 to 17 florins a week
;

a jobber 7-5 against 9 at Gronau
;
a weaver 10 against n

at Gronau.

But, owing to the higher cost of living, the German
workman loses all the advantage of his higher wages. This

higher cost of living compelled the Dutch State Railway
I/ Company in 1896 to give to their employees at Emmerik

|
in Germany, a premium of 10 per cent, on their salaries,

I with a minimum of 50 florins, which has been raised since

\ 1907 to 100 florins. Some 600 to 700 labourers go eyery

day from Enschede (Holland) to GronauJGerniany) and

come back in ftie evening, because the cost of living in

their own country isfmuch lower" A^ whole village of 4,000

. inhabitants has grown up^at Glanerbrug, in Holland, near

the German frontier
;
and on Dutch ground the German

manufacturers build houses for a whole colony of their

workmen, because these can live more cheaply and better

injbheioreign "country!

Wages also have risen under Free Trade. During the

last twenty years wages have improved by 30 to 50 per cent,

in the textile industry, while the working hours are

8 a week less than before. The average hourly wage for

Government work was in 1894 and in 1905 as follows :

Cents. Cents.

Digger 13 15

Bricklayer 18 21
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Cents. Cents.

Bricklayers' hodman . . . . 13! 17
Dike labourer . . . . . . 16 17
Smith .. 17^ 19^
Brick carrier . . . . . . 19 20$
Carpenter . . . . . . i6 i8J
Painter .. .. '.. .. 16 i8|
Unskilled labourer . . . . 13 15

In Utrecht wages of carpenters have risen during the

period 1855 to 1895 from 13 cents per hour to 15- 17 cents ;

smiths, from 9 to 14-17 cents; bricklayers from 10-13 to

16-17 cents; painters, from 9-11 to 14-17 cents-; and

spinners at Enschede, 8-4 florins a week in 1876 against 13 in

1908. Dockers at Rotterdam have seen their wages rise

in the last 40 years from 9 to 18-20 florins a week.

The conclusion to be derived from all these undeniable

facts is strongly in favour of Free Trade in Holland.

Mr. MAX HIRSCH submitted the following paper:
'

To separate from each other the tendencies arising from

the numerous factors which influence social conditions

and developments must always be difficult and frequently

impossible. This consideration applies to the economic

arrangements of a society as much as to any other, and is

one of the reasons for the wide divergence of view enter-

tained by equally competent observers of the economic

tendencies developed by fiscal Protection. Nations, which

have adopted differing fiscal policies, generally differ from

each other widely, and even fundamentally in many other

respects as well. The tendencies produced by these many
differences have in most cases become too much entangled
to permit of the clear and indisputable separation, from all

others, of those tendencies which are due to their respective
fiscal policies.

Australia, however, offers an exception to this rule.

For this continent contains two States, Victoria and New
South Wales, which, for many years and till their entrance

into the Commonwealth in 1901, have pursued opposing
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fiscal policies while exhibiting few other differences of

importance.
Victoria adopted Protection in 1864 with a 10 per cent,

tariff, which from 1871 onwards was gradually increased,

until it reached its highest point in 1893 with a tariff of

an average of at least 30 per cent, on dutiable goods.
New South Wales adhered to the Free Trade policy

with two unimportant and short departures, when a little

Protection was smuggled in behind the backs of the electors,

only to be ruthlessly discarded as soon as these could be

appealed to. The more important of these departures
occurred in 1891, when Parliament imposed duties of 10 per
cent, on a numerous range of imports, only to be followed

in 1894 by the most radical Free Trade tariff adopted by
any country.

The two States thus following opposite fiscal paths
are neighbours ; are in a similar state of economic and in-

dustrial development ; possess a homogeneous population,

practically of British descent alone, the units of which readily

pass from one State to the other
; they possess like institu-

tions and, with some exceptions, like laws. In these two

States, therefore, the tendencies arising from opposing fiscal

policies may be traced with greater clearness and certainty
than in the case of countries in which permanent political

separation has produced many and fundamental differences

of historical growth, or which are in different stages of in-

dustrial development.
Even in this, the most favourable case, some caution

has to be observed, and modifying factors have to be allowed

for. Such are :

(1) The richness and extent of her alluvial
^oldfields gave

to Victoria, in the middle of the last century, a start in

population, wealth, and industrial development which, at one

bound, carried her far ahead of the older and larger State.

(2) Victoria possesses a much greater extent of seaboard

to a much smaller area, and thus enjoys much lower cost of

transport than her sister-State.
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(3) The soil of Victoria is more uniformly fertile and her

rainfall more copious than is the case in New South Wales,

ancTshe is thus less frequently and less disastrously exposed
to seasons of drought.

(4) Victoria's more bracing climate results in a more

energetic character of her population.

(5) Owing to its geographical position, one of the largest

provinces of New South Wales, the Riverina, is industrially

a part of Victoria, while another rich province, containing
the silver mines of Broken Hill, stands in the same relation

to South Australia.

(6) Till the year 1896 the land laws of Victoria were much
more favourable to agricultural settlement than those of

New South Wales. The far earlier development of agricul-

ture in the former State, and, to some extent, of manufactures

as well, arose mainly from this cause.

(7) Though the total area of New South Wales is far

greater than that of Victoria 310,700 square miles against

87,884 her really effective area is about the same. This

consists of the Eastern Division, containing 94,900 square
miles. Its population, in 1901, numbered 1,148,862 against

1,210,882 in Victoria, leaving only 226,378 persons for the

rest of her vast territory. The cost of governing this sparsely

populated territory and providing it with roads, bridges,

schools, railways, and other public works, has largely added

to the unproductive expenditure of the Government and has

been a drag on the Eastern Division.

(8) The only advantages over Victoria possessed by-

New South Wales are : Her mineral wealth, since the ex-

haustion of Victoria's goldtields, has been somewhat greater

than that of her sister-State, and her larger territory adds

considerably to her pastoral production.
These advantages, however, fall far short of counter-

balancing the disadvantages previously mentioned. More-

over, as far as production and employment of labour is

concerned, it must be remembered (i) that men working in

mines or sheep stations cannot, at the same time, work
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in factories
; (2) that, other things being equal, men prefer

to work in industries which pay the highest wages, and that,

where natural resources are rich, the capitalists establishing
them can afford to pay higher wages than is possible in many
manufacturing industries.

Bearing in mind that the facts above stated must,
other things being equal, have naturally caused a greater

development, especially in manufactures, in the more
favoured State of Victoria, a comparison may be made with

a high degree of accuracy between the influence of their

respective fiscal policies upon the economic position of the

people of these two States. The facts here set out are all

derived from official sources, and are more fully exhibited,

in tabulated form, in appendices, the source of derivation

being given for each table.

MOVEMENTS OF POPULATION.

TABLE I.

TOTAL POPULATION.

CENSUS REPORTS.
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TABLE II.

MALE POPULATION.
CENSUS RETURNS.
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TABLE IV.

EXCESS OF MALES OVER FEMALES.



177

tectionist State had been reduced to 110,878, equalling

14*6 per cent.

During the next decade the excess of Victoria was reduced

to 8,171 persons, equalling 07 percent., and by the end of the

subsequent decade, 1901, the position had been reversed. The

population of the Free Trade State exceeded that of the Pro-

tectionist State by 164,358 persons, equalling I3'5 per cent.

During the period of 40 years under review the increase

of population in the two States had been : Victoria, 479,354

persons, equalling 65 5 per cent. ; New South ^Wales,

842,162 persons, equalling 157*6 per cent.

The average annual increase during this period had
been : Victoria, 15,987 persons, equalling 2'2 per cent. ; New
South Wales, 28,072 persons, equalling 5*3 per cent.

Still more marked than the change in total population
is that shown in the male population of the two States.

In 1871 the Protectionist State had an excess of males

over the Free Trade State amounting to 99,977, equalling

33*2 per cent. In 1901 the position was so thoroughly
reversed that the male population of the Free Trade State

exceeded that of the Protectionist State by 111,857 persons,

equalling i8'3 per cent.

The total increase in their respective male population

during these 40 years was : Victoria, 208,496, equalling 52 per

cent.; New South Wales, 420,330, equalling 139*6 percent.
The average annual increase was : Victoria, 6,948 males,

or 17 per cent.
;
New South Wales, 14,011 males, or 47

per cent.

The influence of these changes on the relative number
of the sexes is most interesting The excess of males over

females was : Victoria, in 1871, 70,572, or 21*3 per cent. ;

by 1901 this had shrunk to 8,210, or i\j per cent. In 1871
the excess in New South Wales was 49,068, or 19*4 per cent. ;

in 1901 this was seen to have increased to 67,206, still

equalling 10*3 per cent.

The main cause for this reversion in the number and

composition of the population of the two States arises from

M
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the fact that the Free Trade State proved to be attractive

to immigrants, whereas the Protectionist State not only
faitecl to attract immigrants, but proved to be wholly

repulsive to its own population.

Between 1871 and 1906 Victoria lost by excess of emi-

grants over immigrants not less than 61,916 persons, whereas

in New South Wales the balance was the other way to the

extent of 316,172 persons. Taking Ltogether the loss of

Victoria and the gain of New South Wales, it will be seen

that the difference in favour of the latter colony was not less

than 378,088 persons.
A similar contrast reveals itself when the movement

of populationis compared in detail. Between 1871 and 1880

Victoria lost 11,460 persons by excess of emigrants over

immigrants ; during the next decade, the boom period,
she gained 114,017 persons from excess of immigrants
over emigrants ;

and 'rom 1891 to 1906 there was again a

steady drain upon her population from excess of emigrants

amounting to 164,473 persons. That is, during only two
out of these eight quinquennial periods did Victoria gain,

and during six of them she largely lost population fromjihis
cause* New South Wales, on the other hand, shows gains,

and great gains, during seven of these eight quinquennial

periods, and her loss during the remaining one amounted
to 997 persons only. The protected State shows violent

changes in its attractiveness to population attracts

population only during a period of reckless borrowing and

wild speculation, and during the rest of the protected period

repels population to an enormous extent. The Free Trade

State, on the other hand, exhibits a steady attractiveness,

repelling population only once, and then to an extent which

is insignificant.

The foregoing facts prove :

(1) That large numbers of its population, deserting the

Protectionist State, regarded it as economically inferior to

other countries.

(2) That the Free Trade State not only retained its own
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population but attracted a large number of immigrants. ,

A corresponding number of persons must therefore have

regarded it as economically superior to other countries, and i

especially to her protected neighbour.
The foregoing conclusions find additional support in

the facts revealed by the census of 1901, viz., that while

3>358 white natives of Victoria were at that time living

in New South Wales, only 10,624 natives of the latter

State were living in Victoria.

EMPLOYMENT OF LABOUR IN FACTORIES.

TABLE VII.

NUMBER OF OPERATIVES EMPLOYED IN FACTORIES.
COGHLAN.

" SEVEN COLONIES," 1899-1900, pp. 598-599.

COGHI.AN, "AUSTRALIA AND NEW ZEALAND," 1903-1904, pp. 964-965.

Victoria . .

N.S.W. . . .
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TABLE IX.

NUMBER OF MALES EMPLOYED IN FACTORIES.
AUTHORITIES AS IN TABLE VII.

Victoria . .

N.S.W. . . .
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INCREASE IN NUMBER OF FEMALE OPERATIVES.

1891 to 1901.
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In countries such as Australia, which largely export
the products of primary industries, duties of customs can

only protect secondary industries. Admittedly the primary

object of Australian Protectionists is to foster the manu-

facturing industries of their country. It is therefore fitting

that this part of the present inquiry first deal with manu-
factures.

In 1885, after 15 years of effective Protection in Victoria,

the number of workers in factories was : Victoria, 49,297 ;

New South Wales, 38,794, giving an excess to the Pro-

tectionist State of 10,503, or 21*3 per cent. From that

date the Free Trade State gradually drew nearer to the

Protectionist State, until in 1901, the last year of Free

Trade, their respective numbers were : Victoria, 66,529 ;

New South Wales, 66,230, reducing the excess of the Pro-

tectionist State to 299 persons, or 0^4 per cent.

The increase in the number of factory operatives during
the whole of this period was : Victoria, 17,232, or 34*9

per cent.
;
New South Wales, 27,436, or 70^8 per cent.

The average annual increase was : Victoria, 1,077*6

operatives, or 2'i8 per cent.
;
New South Wales, 1,714*7

operatives, or 4*42 per cent.

This remarkable progress of the Free Trade State in

the very field on which according to Protectionist theory
it should have lagged far behind, is seen to be even more

significant when the factory operatives are divided into the

three classes of males, females, and children.

In 1885 the number of male operatives employed was :

Victoria, 41,542 ; New South Wales, 36,390, giving an excess

for Victoria of 5,152 males, or 12*4 per cent. In 1901 the

numbers were : Victoria, 47,059 ;
New South Wales, 54,556,

thus reversing the former conditions and giving to the Free

Trade State an excess of male operatives' amounting to

7,497, or 13*8 percent.
The total increase in male operatives during this period

was : Victoria, 5,517, or I3'3 per cent. ;
New South Wales,

18,166, or 49*6 per cent.
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The average annual increase was : Victoria, 343*5 male

operatives, or 0*8 per cent. ;
New South Wales, i, 135*3 male

operatives, or 3*1 per cent.

The number of female operatives respectively employed
in the two States is not comparable before 1891, owing to

their system of registration of females differing widely.
From that year onwards the same basis of enumeration

was adopted in the records of both States. The employment
of female factory operatives compares as follows : In 1891,

Victoria, 10,786 ; New South Wales, 7,676, giving an

excess for the Protectionist State of 3,110, or 28*8 per cent. ;

in 1901, Victoria, 19,470 ; New South Wales, 11,674, giving
an excess for the Protectionist State of 7,796^ 40-4 per cent.

The increase in female operatives employed was, for

this whole period : Victoria, 8,684, or 80^5 per cent. ; New
South Wales, 3,998, or 52*1 per cent.

Thus at the end of the Free Trade period in New South

Wales the factories of that State employed 7,497 more
males and 7,796 fewer females than those of the Protectionist

State.

The percentage of male operatives to total operatives em-

ployed in factories shows the following changes : Between
the years 1885 and 1901 : In Victoria it fell from 84^3 per
cent, to 70*7 per cent. ;

in New South Wales it rose from

73*8 per cent, to 82*4 per cent.

There remains to be considered the employment of

outworkers and persons under 15 years employed in factories.

Their number is not obtainable for earlier years, but in

1901 it was as follows :

Outworkers : Victoria, 1,626 ; New South Wales, 1,080,

giving an excess of 546, or 50^6 per cent, to Victoria. Persons

under 15 years : Victoria, 939 ; New South Wales, 729,

giving an excess of 210, or 28'8 per cent, to Victoria.

Though the total number of operatives employed in the

factories of the two States was practically the same, the

number of outworkers and children employed in the pro-

tected State largely exceeded those of the Free Trade State.
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The foregoing facts prove :

(1) That the protected State of Victoria was unable to

retain the lead in factory employment given to it, in advance

of effective Protection, by the large population which was
attracted by its rich alluvial goldficMs, and that the Free

Trade State gave employment to practically the same

number of factory operatives in 1901.

(2) That the artificial development caused by Protection

in Victoria largely substituted female employment for

male employment as compared with the Free Trade State.

(3) That the protected State also substituted outworkers

for inworkers and child labour for adult labour, as com-

pared with the Free Trade State.

REGULARITY OF FACTORY EMPLOYMENT.

TABLE XIII.

NUMBER OF OPERATIVES EMPLOYED IN FACTORIES.

COGHLAN,
" SEVEN COLONIES," 1899-1900, pp. 598-599.

COGHLAN, "AUSTRALIA AND NEW ZEALAND," 1903-1904, pp. 964-965.
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TABLE XIV.

NUMBER OF MALE OPERATIVES EMPLOYED IN FACTORIES.

COGHLAN, "SEVEN COLONIES." 1899-1900, pp. 598-599.

COGHI \\.
' \USTRALIA AND NEW ZEALAND," 1903-1904, pp. 964-96$.
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was reduced : In Victoria from 57,432 to 41,729, or by
15,703 persons, equalling 27-3 per cent. In New South

Wales from 50,879 to 42,057, or by 8,822 persons, equalling
Z7'3 Per cent.

The reduction^in male employment falls between the

same years and amounted to :

In Victoria from 49,105^0 32,209, or a loss of 16,896

males, equalling 34-4 per cent.

In New South Wales from 43,203 to 37,832, or a loss of

5,371 males, equalling 12*4 per cent.

Similarly the recovery was far more protracted in the

Protectionist than in the Free Trade State.

In general factory employment Victoria did not again
reach the number for 1889 till the middle of 1899, or 5| years
after the lowest record was reached. New South Wales

had regained her previously highest level by the middle

of 1897, or only 3^ years after her lowest record.

In male employment the difference in recovery is greater
still. Victoria did not regain her previously highest number
till 1902, or 9 years after the lowest record had been reached.

New South Wales had regained her previously highest level

by the end of 1896, or only three years after the lowest

record.

A closer study of these tables still more than their fore-

going analysis will show that factory employment has been

far more regular and far more steadily increasing in jjie

Free Trade than m~the protected State.

>~y//&"
I

' / /
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EMPLOYMENT OF CAPITAL AND OUTPUT IN FACTORIES.

TABLE xv.

VALUE OF FIXED CAPITAL IN FACTORIES.

INFORMATION SUPPLIED BY COMMONWEALTH STATISTICIAN.

Value of Ma-

chinery and
Plant
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ii- 1 per cent., and by 1901 had increased her lead to

923,585, or 19-4 per cent.

The value of land and buildings used as factories is not

available for earlier years as far as New South Wales is

concerned. In 1901, however, she exceeded the protected
State in this respect by 578,520, or 7-7 per cent.

These two items together, forming the total fixed

capital employed in manufactories, amounted : in 1901,
for Victoria, to 12,298,500 ;

for New South Wales, to

13,800,615, giving an excess for the Free Trade State of

1,502,115, or 12*2 per cent. Per operative employed, the

fixed capital was : Victoria, 185-1 ;
New South Wales,

208-4, or an excess for the Free Trade State of 23*3,

equal to 12*6 per cent.

The mechanical power employed in factories teaches a

similar lesson. In 1892 Victoria employed 1,053 more

horse-power than New South Wales, equalling 3-75 per cent.

In 1896 the position had become reversed, the excess of

horse-power actually used in New South Wales exceeding
that of Victoria, by 4,257 or 14-0 per cent. By 1901 this

excess for the Free Trade State had grown to 6,276 horse-

power, equalling 18-2 per cent.

Per 100 operatives employed the horse-power actually
used in 1901 was : Victoria^ 52 ;

New South Wales, 61-7, or

an excess for the Free Trade State of 9-7 horse-power,

equal to 17 per cent.

These facts demonstrate a consequence of Protection

which is frequently denied, i.e., its influence in preventing
the adoption of improved methods and machinery. When
a manufacturer finds himself before the alternative of

either condemning obsolete machinery and investing a

large amount of capital in new machinery so as to enable

him to produce more cheaply, or going before the Legisla-

ture and obtaining the grant of a higher duty on competing

goods which will compel his customers to pay his old or

even a higher price, the choice is naturally made in favour

of the latter alternative. In the protected State this has
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been done again and again. No such alternative was avail-

able to manufacturers in the Free Trade State, and it is for

this reason that their factories, machinery, and plant far

exceed in value the obsolete appliances which satisfied the

manufacturers of the protected State.

As an important fact in this connection it may be

mentioned that the boot factories of New South Wales

adopted American methods and machinery many years i

before these found adoption in Victorian boot factories.

Though only indirectly relating to the employment of

capita] and labour, the total wealth created by the manu-
facturers of the two States may here be stated, as it fully

confirms the conclusions set out in the foregoing paragraphs.
In dealing with this matter it must, however, be borne in

mind that the value thus created is artificially enhanced by
the protective duties, as far as Victoria is concerned. The
contrast revealed is, however, sufficiently startling without

this consideration. The value added to materials in the course

of manufacture per operative employed was in 1891 : Victoria,

i62'2; New South Wales, i 73-1, or an advantage of 10-9

for the Free Trade State. During the following decennium

this advantage was increased, and in IQOO the figures are :

Victoria, 132*0 ;
New South Wales, 152^4, or an excess

for the Free Trade State of 22*4 per operative employed.
Attention may be drawn to the enormous reduction

in the productivity of labour in the protected factories of

Victoria. In 1901 it was lower per operative by 32-2,

or 20 per cent., than in 1891. In New South Wales during
the same period the productivity of the average factory
latxmr shows a much smaller reduction, i.e., 20^7, or I2'O

per cent. To a small extent the reduction in Victoria can

be accounted for by the relative increase of female labour,

which in 1891 formed H)'8 per cent, of the total operatives
in factories, and had imreased in 1900 to 28*7 JXT cent.

Hut to a larger extent it must arise? from the cause already

demonstrated, the continued use of obsolete machinery and

appliances



190

GENERAL PRODUCTION.

TABLE XVII.

VALUE OF TOTAL PRODUCTION.
COGHLAN, "AUSTRALIA AND NEW ZEALAND," 1903-1904, p. 914.
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It has already been shown that the value created by the

manufactories of New South Wales exceeded that created

by those of Victoria. Table XVII. gives the total produc-
tion for different periods of all the productive industries,

i.e., agriculture, grazing, dairying, poultry farming, mining,

forests, fisheries, and manufactures. It shows : In 1871
the production of Victoria exceeded that of New South

Wales by 3,881,000, or 25*2 per cent. But during the next

decade, the first of effective Protection in Victoria, the

position was reversed, and thenceforth the Free Trade State

has more and more outdistanced the protected State.

In 1881 New South Wales produced 2,430,000, equalling

107 per cent., more than Victoria ;
in 1891 the excess for the

Free Trade State was 6,420,000, or 2ra per cent.
;
and

in 1901 it was 8,147,000, or 26-4 per cent.

The protected State, which at the end of its Free Trade

period produced 25^2 per cent, more than the Free Trade

State, produced 26-4 per cent, less when, through federa-

tion, the Free Trade period of New South Wales also came
to an end.

Table XVIII. deals with the agricultural development
of the two States. During the decade preceding the year

1871 Victoria had adopted laws which freely opened its

Crown lands to agricultural settlement. Similar laws were

not adopted in New South Wales till about 1896. Hence
Victoria obtained a great start in agriculture, but, mainly
on account of the burdens which her protective policy placed

upon the shoulders of her farmers, has failed to keep it.

In 1871 the area under cultivation in Victoria exceeded

that of NewSouth Wales by 461,255 acres, or 118-25 P^r cent.,

in 1881 the excess for Victoria was 857,203 acres, or 148^2 per
cent. In 1891 Victoria's excess was still 1,270,271 acres,

or 150^8 per cent. During the next decade, however, the

land of New South Wales also was opened to agriculture,

and immediately a development took place which, by 1901,
had reduced the excess of Victoria to 689,053 acres, or only

30-3 per cent.
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For the whole period the increase was : For Victoria,

2,114,327 acres, or 248-3 per cent.
;

for New South Wales,

1,886,529 acres, or 485-3 per cent.

The average annual increase was : For Victoria, 70,477

acres, or 8-3 per cent. For New South Wales, 62,884 acres,
or i6-i per cent.

In both colonies the cultivated area is but a small

fraction of the cultivable area in private hands, much of the

best agricultural land being used for the economically inferior

purpose of grazing sheep and cattle, or being practically
unused and held for speculative purposes.

THE WAGES OF LABOUR.
TABLE XVfll. (a).

WAGES IN MINING.
COMMONWEALTH YEAR BOOK, 1901-7, p. 433.
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to the other, as in the case of European countries, great
differences in wages cannot arise, or can only be temporary,
because the higher wage in one State would quickly attract

a surplus of labourers from the other State, tending to

reduce wages in one State and to advance wages in the

other State, towards a common level. Hence no great
difference in money wages can be discovered between the

Protectionist and Free Trade State. Differences, however,
do exist, and on the whole show a considerable advantage
for the Free Trade State.

In considering wages, however, it must be borne in mind
that the workers of Victoria had become so dissatisfied with

their position under Protection that, in order to buttress

this policy, a special Act was passed in 1896 under which

rates of wages may be fixed by law for all the trades brought
under it. Not till 1901, on the eve of Protection, did New
South Wales follow this example.

Mr. Coghlan, the Government Statistician of New South

Wales, states as regards these Acts and the wages prevailing
in the two States, in

"
Australia and New Zealand,"

1902-3, pp. 659 and 660 :

"
Taking the operatives in trades in respect of which

determinations as to wages were arrived at, there has been a

general increase in the pay (in Victoria) of male labour

equivalent to 19 per cent., and of female labour to 17 per
cent. ; in the one case the increase represents about 5$. 9d.

per week and in the other 2s. 3d. If the industries working
under Special Boards in Victoria be compared with like

industries in New South Wales it will be found that the

results work out as follows :

FOR ALL WORKERS. AVERAGE WAGES.
Males. Females.

/ s. d. s. cl.

Victoria I 15 9 o 15 n
New South Wales I 14 (> o 13 o

Difference in favour of Victoria o i o 2 u
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FOR WORKERS 19 YEARS AND UPWARDS.
Males. Females.

i s. d. s. d.

Victoria 2 3 6 019 2

New South Wales . 2 o 6 o 16 10

Difference in favour of Victoria 030 024
' ' The averages for New South Wales are those obtaining

before the Industrial Arbitration Act came into force and

both for males and females are uniformly below those of

Victoria
;

this was not the case prior to the establishment

of Special Boards (in Victoria), for the average earnings
of all male workers in Victoria were only 305. per week and

compared with 345. 6d. in New South Wales, the remuneration

of female workers averaging about the same in both States.
'

It will be understood that the foregoing comparison
deals with only a portion of the workers in these States.

If all workers be included the average wage for males in

Victoria is i 145. gd. and in New South Wales i 155. nd. ;

and for females 145. 2d. in Victoria and 133. 3d. in New
South Wales."

These facts are confirmed by those set out in Table

XVIII. (a), taken from "The Commonwealth Year Book,"the

official publication of the Commonwealth Statistical Bureau.

It sets forth the wages of operatives in the mining industry
as far as they are there given for both States ; i.e., in 14 occu-

pations 13 are higher in the Free Trade State and only one

is higher in the protected State. Taking them all together

they show wages in the mining industry to have been 9*1 per
cent, higher in the Free Trade than in the protected State.

( The foregoing statement clearly shows :

%(a) That when wages were left to the influence of their

respective fiscal policies alone, they were higher in the Free

Trade than in the protected State, in those trades in which

the protected State has since fixed wages by law.

(b) That in spite of this artificial raising of wages in

many trades, the average wage for all male operatives was

still lower in the protected State than it was in the Free
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Trade State, where no such legal fixing of wages had then

taken place ; while female wages, which nearly all came
under such legal regulation in the protected State, were

thereby raised slightly above the level which they had

naturally attained in the Free Trade State.

These remarks apply to money wages alone. As regards
real wages, i.e., the purchasing power of the earnings of

labour, a very different picture will be drawn.

PRICES OF COMMODITIES.
TABLE XIX.

RETAIL PRICES.
May. IQOI.

Charged by
I.ASSETTKR & Co.. SVDNKY.

Charged by
MOKAN & C.ATO, MELBOURNE.

Arrowroot (Cj'land) Ib.

Bloater Paste. C. & B.

jar
Candles, imported, dif-

ferent brands of equal
quality Ib
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TABLE XX.

WHOLESALE PRICES OF HOUSEHOLD NECESSARIES.
Melbourne Prices taken from "The Age," and Agents' Sydney Prices

from JOHN CONNELL & Co.'s List, dated May, 1901.

Article.
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TABLE XXI.

WHOLESALE PRICE LIST.

Furnished by Retail Firm having shops in Echuca. Victoria and Moama.

New South Wales, giving prices charged by wholesalers in Melbourne.

Prices ruling on July 1.3, 1901.

Article
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TABLE XXII.
WHOLESALE PRICE LISTS.

Candles, from price lists of Messrs. Kitchen & Co., of Melbourne, anil

from the Sydney Soap and Candle Co. These two companies have prac-
tically the same proprietary.
Golden syrup and treacle from prices quoted by Colonial Sugar Re-

fining Company, Sydney.
Prices ruling on July 23, 1900.

Article.
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TABLE XXIV.

WHOLESALE PRICES.

MESSRS. LEWIS & WHITTY, MANUFACTURERS.

From their price lists as published in Sydney and Melbourne,
May 24, 1900.

Article.
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TABLE XXV.
WHOLESALE PRICES.

From price lists issued by the Melbourne Glass Bottle Works Co., and
the Sydney Glass Bottle Works Co., ruling September 20, 1900.

PRICES PER GROSS.
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such goods invariably show a higher price in the protected
than in the Free Trade State on the same day, and that this

applies to retail as well as to wholesale prices, impartial
students will admit that the same rule must apply to goods
the qualitative identity of which cannot be established.

The first table, No. XIX., gives the result of a comparison
made in May, 1901, between the published price lists of

two cash grocery firms, retailers, of admittedly similar and

high standing, and supplying a similar class of customers.

All the goods which by their brands showed that they
were of equal quality are included. Two of the articles

enumerated were dutiable in New South Wales as well as in

Victoria. Nevertheless, this list shows an aggregate excess

of 22 per cent, of Victorian over New South Wales prices.

Table XX. deals exclusively with imported goods, and

consists of extracts, comprising all comparable goods, from

price lists issued in Sydney, by a wholesale firm of grocers,

and for Melbourne from the Prices Current published in the

Age and from agent's quotations. The aggregate of the prices

charged in Victoria is 33*9 per cent, in excess of those

charged in Sydney. The comparison was made in May, 1901.
Table XXI. consists of a list furnished by a firm of retail

shopkeepers having establishments in both States. The

prices given are those charged to them by wholesale

merchants of Melbourne, who, of course, receive a drawback
of the duty paid on re-exportation of the goods, and records

the prices ruling on July 13, 1901. The aggregate excess

of Victorian prices is 30 per cent.

Table XXII. gives, as far as they can be compared, the

prices charged by two local manufacturers having factories

in Sydney and Melbourne. They give the prices charged
for candles in May, 1900, and for syrup and treacle in July,

1900, later price lists not being obtainable at the time.

These prices show an aggregate excess of i6'3 per cent,

for Victoria. This comparatively low excess is due to the

fact that two out of the six articles in this list were dutiable in

the Free Trade State also.
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The most remarkable list is given in Table XXIII.,

containing the price list of a firm of manufacturers having
factories in both States, as issued in each of the States.

The goods enumerated are coffee, various kinds of meals

and other prepared foodstuffs, the production of which was

saddled with specially high duties in Victoria in order to

discourage importation. Both lists bear date of May 24,

1900, and the aggregate of the prices shows an excess for

Victoria of not less that 45*7 per cent., though these articles,

being locally manufactured, did not pay the duty.
Table XXIV. gives the price lists of May 24, 1900,

issued respectively in Victoria and New South Wales by a

firm of Victorian manufacturers. The goods in question
are washing blue, knife polish, blacking, &c. The aggregate

prices give an excess for Victoria of 20*8 per cent. None of

these goods paid duty, as they were locally manufactured.

The last table, No. XXV., reproduces the price lists issued

by two manufacturers of glass ware, one in Victoria, the

other in New South Wales, on September 29, 1900. The

aggregate of the prices gives an excess for Victoria of 21

per cent., though no duty was paid, these goods also being
of local manufacture.

This examination proves that prices of dutiable commo-
dities were higher in the protectedTthan in the Free Trade

State to an average extent of between 25 per cent, and

30 per cent.
;

that the price was increased by local manu-
facturers of protected goods, though these paid no duty, to

the full, or nearly the full, extent of the duty placed on com-

petmg imported goods ;
and that consequently the real wages

oiVictorian workers were lower than"jthos_e_ojL^orkers in

Free Trade New South Wales, even had money wages been

equal
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CONSUMING POWER OF THE PEOPLE.

TABLE XXVI.

ANNUAL CONSUMPTION. 1901.

Per Head of Population.

Coghlan's
" Seven Colonies," 1901-1902, pp. 356-362.

Article.
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TABLE XXVII.

TOTAL CONSUMPTION.

Imports and Exports from information given by the Commonwealth
Statistician.
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These facts are fully supported by another investigation.
The total consumption which can take place in any country
must consist of (a) the difference between the amount of goods

locally produced, less that part of it which is exported ;

(b] the goods imported and not again re-exported, i.e.,

imported for local consumption. The result of this investi-

gation (Table XXVII.) shows that in 1901 the people
of the two States consumed per head of the population goods

amounting to : In Victoria, 24-1 ; in New South Wales,

28*0, or an excess for the Free Trade State of 3*9, equal to

i6'2 per cent.

Measured in quantities, the excess for the Free Trade State

must have been far greater, on account of the fact that

imported goods amounting in each case to about one-half

of all goods consumed, and manufactured goods produced

locally, were materially enhanced in price to the people
of the protected State.

Similar results, and results still more in favour of the

Free Trade State, are yielded by a comparison of previous

years.

INCOMES OF THE PEOPLE
TABLE XXVIII.

1901. INCOMES OF THE PEOPLE.
out of consideration income of British debenture holders.)

"Seven Colonies." p. 764.
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The foregoing facts are confirmed by a study of the

incomes of the people of the two States.

Taking all incomes, New South Wales exceeded Victoria

as follows :

In total incomes, 13,514,000, or 267, per cent.; per
inhabitant by 4'6, or io -

8 per cent.

More important still are the following comparisons.
As regards persons having incomes of 200 and over New
South Wales exceeded as follows : In the number of persons

having such incomes by 1,202 persons, or 4*2 per cent. ;
in

the total amount of such incomes by 5,776,000, or 427
per cent. ;

in the average amount of such incomes by
175

-

6, or 37
fo per cent.

As regards incomes under 200 New South Wales ex-

ceeded the protected State as follows : In total amount of

such incomes by 7,738,000, or 20*4 per cent. ;
in the

average amount of such incomes, i.e., in the average family
income of those having incomes under 200, by 23*9, or

I4'8 per cent.

Thus the average working class family has an income

which in Free Trade New South Wales is close upon 15 per
cent, higher than in the protected State of Victoria, and,

as has been shown, each unit of these incomes has a higher

purchasing power.
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IMPORTS AND EXPORTS.
TABLE XXIX.

VALUE OF IMPORTS FOR HOME CONSUMPTION.
GROSS IMPORTS, LESS RE-EXPORTS.

Information supplied by the Commonwealth Statistician.

Population from " Seven Colonies," 1901-2, p. 531.
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The Australian States being debtor nations, and doing but

a small carrying trade with other countries, their foreign
trade is of particular importance as a measure of their

financial position. Out of their exports has to be paid the

value of imports, nearly all the freight and other charges on

imports and in many cases on exports, as well as interest on

their public and private indebtedness to other countries.

The excess of domestic exports over imports for home

consumption was in the ten years ending with 1901 : For

Victoria, 172,668 ; for New South Wales, 28,256,502.
These figures show conclusively that Victoria failed to

pay out of her own resources any interest on her public
and private indebtedness to foreign countries, and any
freight and other charges on her imports and exports,
whereas New South Wales contributed to these charges
out of her own resources to the extent of 2,825,000 per year.
The indebtedness of Victoria to foreign creditors must
therefore have increased during this period at a rate which

exceeded that of New South Wales by over 28,000,000.

Though Victoria is the garden-State of Australia, she

exported during this period per head of population 32*5

per cent, less of her products than did the Free Trade State,

whereas the imports for domestic consumption of the Free-

Trade State exceeded those of the protected State by only
io'o per cent.

UNECONOMIC EMPLOYMENT OF CAPITAL AND LABOUR.
APPENDIX I.

DISTILLERIES, 1906.

Commonwealth Year Book, 1701-7, p. 469, and other sources. Local
Production, 1907.

DUTIES PER PROOF GALLON.
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LOCAL PRODUCTION IN PROOF GALLONS (Approximate).

Kind.
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' APPENDIX III.

WAX VESTAS, 1906.

WHOLESALE PRICES.

Foreign. Local.

Duty i/- 1899 to 1902 3/1 3/-
Duty 6d. 1903 to 1906 2/3 2/2
Duty 6d. 1907 2/10 2/9

Thus the locally produced matches, paying no duty, were increased in

price by the duty on imported matches, by one penny less than the duty.

TOTAL CONSUMPTION, 1906.
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PAYMENTS TO SUGAR PRODUCKRS.

On 182.218 tons InciUy-proilucuil, iv:nission of duty at 3 per
ton .. ^..

i

.. .. 546,654
Bounty .. 335.9i6

Total 882.560

WAGES PAID DURING YEAR.

In sugar mills (3.498 persons) .. .". .. .. .. 267,536
In refineries (1,311 persons) 147.463

Total .. 414.999

THE PUBLIC PAID MORE FOR SUGAR.

Net imports, 34,955 tons at 6 .. .. .. .. .. 209,730
Local Product. 183,218 tons at 6 .. .. .. .. 1,093,308
Plus dealers' profit on increased cost to them (wholesale and

retail), 15 per cent. 195.456

Total .. .. 1.498494

Though the natural resources of Victoria are greater than

those of New South Wales, and are situated in greater proxi-

mity to her coast ; though, as far as manufactured articles

are concerned, the products of Victoria were artificially en-

hanced in price, whereas those of New South Wales were

generally not so enhanced, the productivity of the labour

and capital of New South Wales have been shown to be

greater than those of Victoria. It has been seen (Table

XVII.) that throughout the period of Protection in Victoria,

1871 to 1901, the produce of the labour of its people was less

than that of the people of New South Wales, viz., in 1871,

31 per cent. ; in 1881, 26*9 per cent. ; in 1891, 2i'8 per
cent. ; and in 1901, io p6 per cent.

To some extent this excess of productivity is no doubt
due to the superior methods and machinery which Free

Trade compelled to be adopted in New South Wales factories ;

to some extent also it is due to the larger employment of

males in the Free Trade than in the protected State. But
to a considerable extent it also arises from the fact that

legislative favours had not withdrawn capital and labour

from the naturally profitable industries to industries which,

naturally unprofitable, would only exist behind the shelter

of tariff walls.
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Victoria possesses a considerable number of such indus-

tries. Several may here be mentioned.

i-1 The manufacture of spirits is an industry which made

scarcely any progress in the Free Trade State. In Victoria

it^also almost ceased when the Protection of 35. per gallon

given to it in the State was reduced under the Federal

Tariff to is. per gallon. These facts prove that it is an

industry which cannot exist in Australia when the price
which it receives for its products is regulated by the un-

hindered competition of British and other products. It

can be shown approximately what the people of Australia

have to pay, in order that capital and labour may be

diverted from naturally profitable industries to this industry
which can only exist on artificial prices. For details see

Appendix L, p. 208.

|: During the year 1907 there were approximately pro-
duced in the Commonwealth 1,538,000 proof gallons of

spirits of all kinds. The effective differential duty in their

favour was 171,800. The Treasury lost this amount and

more, owing to the excise duties being materially lower

than the import duties. The people paid the same price for

spirits whether they were imported or locally produced,
with the exception of rectified spirit, for which allowance has

been made. The wages paid in the industry during 1906
amounted to a total of 8,224 and may have increased to

10,000 in 1907. In any case, if the excise had been the same

as the import duty, and if the Government had pensioned all

the operatives for life at the rate of their present wages,
the revenue would have benefited at least to the extent of

160,000, and the consumers would not have paid one penny
more for spirits.

Another prominent case is that of the production and

manufacture of raisins and currants. A duty of 3d. per Ib.

was imposed on imported raisins and 2d. per Ib on currants,

while those locally produced were free of duty. To gather
this bounty, provided by the Legislature, large settlements

have grown up in Victoria and South Australia. An
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enormous amount of capital has been invested in irrigation

works, railways, buildings, and cultivation. Yet from the

national standpoint this capital and all the labour employed
is wasted. For those interested have again and again
testified that they could not live if they had to sell their

products at the same prices at which untaxed imported
currants and raisins were sold in New South Wales. To
make the industry profitable the tax payers who eat currants

and raisins had on an average to pay 2d. more per Ib. for

the local product than those who ate these articles in New
South Wales before Federation. The difference was a tax

which the raisin growers were permitted to levy, and it was
this tax which paid them a profit and not the result of their

labour and capital.

Moreover, the production of raisins is greater in some

years than the local consumption. Competition would have

prevented growers from exacting taxation. In order to

prevent this they formed a trust, which annually exports
the surplus and sells it in free competition at the untaxed

price, while it is thus enabled to exact the taxed price from

local consumers, the taxation paid by them to the growers
thus providing cheap raisins for other countries.

The result as shown in Appendix II., p. 209, is :

In 1906 consumers of raisins and currants paid more for

these articles owing to the duty, 264,339. Of this amount

only 82,510 went into the public treasury. If this amount
had been raised directly from the consumers of raisins and

currants they would have saved 181,829. This amount
is the measure of the public loss from the Protection of

raisins and currants under forced conditions.

Another interesting example of the cost of diverting

capital and labour into unproductive channels is furnished

by the manufacture of wax vestas. There is only one

factory established in Victoria under a duty of 6d. per gross
boxes. Even this enormous encouragement has only caused

one-sixth of the consumption to be manufactured locally.

Nevertheless the cost of the duty to consumers was 52,222
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in 1906. Of this sum, 39,161 went to the Public Treasury ;

6,250 was received by the manufacturer in enhanced prices
of his product, and 3,000 was paid in wages to the workers

in the factory.
If the revenue had been raised from the consumers in

some other way, and if, in addition, the consumers had

pensioned all the operatives for life at the present rate of their

wages, they would still have saved annually 10,061.

r v The foregoing facts, which might be supported by many
others, prove that the protective tariff induces the employ-
ment of labour and capital in industries which would be un-

profitable except for the taxing power which the Legislature,

through the tariff, has conferred upon manufacturers, and
the enormous costliness of this system.

;.
tThat this capital and labour has been withdrawn from

naturally productive industries is not provable with equal
directness. Indirect proofs, however, can be given. The

greater employment of capital in the manufacturing indus-

tries of New South Wales under Free Trade, and the greater

productivity of her industries generally ;
the fact that the

exploitation of her natural resources has advanced at a. much

greater rate than those of Victoria during the latter's pro-
tective period, all of which facts have already been shown,

forcibly point to the conclusion not only that the capital and
labour employed in the unproductive industries of the

protected State have been withdrawn from productive
industries, but that the withdrawal from the latter has been

much in excess of the employment created in the former

industries.

Vx The reason is that the great natural industries of Australia,

pastoral, agricultural, mining, &c., exporting the bulk of their

products, and, therefore, unable to benefit by local protec-

tive duties, have to pay the taxes which the Government has

placed on imported goods as well as the taxes levied by
manufacturers which the tariff enables the latter to impose.

Agricultural machinery and implements, mining machinery,

timber, and nearly all other requisites for these industries
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are thus largely increased in price, and these naturally

profitable industries are thus made less profitable than they
otherwise would be.

During the debate on the tariff just closed, memorials

were presented to Parliament dealing with this consequence
of the comparatively small increase in duties contem-

plated.
A Broken Hill Mine (Block 14) calculated that the conse-

quent increase in the price of its supplies would be 1,602

per year.
Another Broken Hill Mine (Block 10) placed its annual

loss from the same cause at approximately 3,475 ; the

Sulphide Corporation calculated it at 8,703, and the

Broken Hill Proprietary Co. showed the total increase, of

price which it would have to pay on account of duties,

to be between 15,500 and 18,500.

Ten mines at Kalgoorlie, West Australia, having made
an elaborate list of their annual requirements, found that

the proposed increases in duties would entail upon them
a loss of 50,000 a year.

The Great Cobar South Mine had ordered a new plant
before the Tariff Bill was introduced, the contract price of

which was 81,225 Ios - Tne duties payable on the same
it found to amount to 25,987 195.

It is obvious that such exactions prevent the exploitation
of all but exceptionally rich mining propositions. The
same cause has similar results in the rural and other indus-

tries, though, being less concentrated, they cannot be simi-

larly shown. It is, however, an admitted fact that the

high duty on sugar has prevented the development of the

fruit industry of Australia, and is depriving the fruit growers
of the great bulk of their profits, by reducing the price

which manufacturers of jam and preserved fruit can pay for

the fresh fruit. The Protection of the sugar industry (see

Appendix IV., p. 210) entails an additional price paid by con-

sumers, amounting in 1906 to 1,498,494. The Public

Treasury obtained only 420,468 out of this sum, and the
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wages of all the employees of the mills and refineries came to

414,999 during the year. If the revenue were raised from
the consumers in a different way, and if the consumers

pensioned the workers for life at their full wage, they would
nevertheless save annually 663,027, and more capital and
labour would find employment in the fruit and allied indus-

tries than would be displaced in the sugar industry. For
the latter industry, though stimulated, is by no means de-

pendent upon the enormous taxing power conferred upon it.

The Queensland and New South Wales mills and refineries,

before Federation, supplied nearly the whole of the require-
ments of the Commonwealth, in spite of the fact that in

other States they had to compete with foreign sugar on even

terms, and though, at any rate in Queensland, their Protec-

tion was only nominal, sugar being there sold at the same
rates at which it was exported on account of its large over-

production.

POLITICAL MORALITY AS AFFECTED BY PROTECTION.

When the Legislature proceeds to impose duties, for the

avowed purpose of making some occupations more profitable

and others less profitable than they have so far been, it is not

unnatural that those whose interests are at stake should bring
to bear upon the legislators all the influence which they can

command. No doubt legitimate influence first ; but, if that

does not suffice, illegitimate influence as well. Australia has

not escaped these conditions which are inseparable from all

tariff making for other than revenue purposes. It is true,

no proof has yet been given that actual bribery has taken

place. Allegations have been made in the press and other-

wise that certain members have been bribed, and a Parlia-

mentary Committee has been appointed to devise a

new and less clumsy method than that one hitherto

available of investigating such charges and punishing the

libellers.

Apart, however, from actual bribery, it must be admitted

that duties largely go by favour. The Prime Minister of the



217

Commonwealth, Mr. Alfred Deakin.may be cited as a witness.

Speaking, as a member of the Victorian Parliament, during
one of the

' '

tariff orgies
' '

(his own phrase), he gave the fol-

lowing description of the way in which duties are determined.

A manufacturer waits upon the member for his district and

says
' '

30 per cent, or the industry will perish." The mem-
ber replies in biblical phrase,

' '

Take thy Bill and sit down

quickly and write 50," the Ministry accepts the member's

proposal, special interests league themselves together
in the House, snap-divisions are obtained, and 50 per
cent, is the duty imposed in the name of

"
scientific

Protection."

In Queensland and New South Wales the complaint is

rife that the manufacturers of Victoria have been more

favourably considered by Federal tariff-makers than those of

other States. The facts seem to warrant this allegation,

for the highest duties have been placed on articles which com-

pete with those the manufacture of which is almost or en-

tirely confined to Victoria. Confectionery, 3d. per Ib. ;

matches, is. per gross boxes
; felt hats, 12s. to i6s. per

doz.
;
woollen piece goods, 30 per cent. ;

wire nails, 55. 6d.

per cwt. ; horseshoe nails, 8s. per cwt., are cases in point.

These duties are largely in excess of the general
rates of the tariff, and, it is alleged, these high duties

are due to Victorian manufacturers, living on the spot,

having a better opportunity to bring influence to bear upon
legislators.

Another complaint is that individual manufacturers

bring private influence to bear upon the Minister of Customs
on the eve and during tariff debates, in order to induce

him to propose high duties in their favour. This allegation
is undoubtedly true. Preceding the new tariff just passed,
a Royal Commission had been appointed, in order to report
to Parliament on desirable tariff changes. It took its evi-

dence in public, and hundreds of manufacturers testified in

favour of higher duties, each in his own case. Though the

Commission was composed of an equal number of Free
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Traders and Protectionists, the chairman, who drew up
the report on which Parliament acted, was a Protectionist,

and, as far as possible, disregarded adverse evidence. Yet
the Ministerial proposals not only went far beyond those

made in this purely Protectionist report, but in a number of

instances gave increased duties to manufacturers who
had abstained from giving evidence before the Commission.

The Minister in charge of the Bill, moreover, did not deny,
and in many cases specifically admitted, that these de-

partures from the Commission's Report were caused by
private information conveyed to him.

Thus the private influence of interested persons has

largely influenced the rate of duties imposed. The
more shrewd manufacturers were aware that there

was no necessity to submit themselves to public cross-

examination on their claims, even though a friendly
chairman made it easy for them to evade or refuse answer

to inconvenient questions. They knew that they could

privately obtain as much or more from the Minister in

charge, as any Commission, however friendly, would

grant publicly.

r^[The making of tariffs has thus; become an* exercise

detrimental to political morality. In Parliament, in the

press, and in private conversation, this corrupting influ-

ence of the tariff-lobby has made itself felt, by lowering the

tone of discussion on political matters. Though it is im-

probable that any actual bribery can be charged, men are

apt to believe that it has taken place when it is seen that

private and secret influences determine the favours bestowed

upon individuals. Moreover, it is recognised that there

are many other forms of corrupt influence besides bribery,

and that these cannot be checked when secret influence is

admitted. These considerations have taken hold of the

public mind ;
have caused a loss of confidence in and es-

teem for Parliament, and the reaction of these sentiments

upon Parliament must tend to lower the self-respect and

honour of the Legislature.
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SUMMARY.

It has been^shown :

(1) That owing to gold discoveries and more favourable

natural opportunities Victoria in its early Free Trade

period far surpassed New South Wales in population and
industrial growth.

(2) That since the adoption of Protection by Victoria

these conditions have been reversed, the Free Trade State

having advanced upon her from that date and ultimately

passing her as regards every factor by which national

prosperity can be estimated.

(3) The Free Trade State attracted immigrants ;
the

protectedjState repelled, not only immigrants, .but an

enormous proportion of its own people.

(4) In factory employment the Free Trade Statejgained

upon the protected State, ultimately equalling the latter.

The protected State, however, displaced 7,500 males by a

practically equal number of women and children, as com-

pared with the Free Trade State.

(5) Greater regularity of employment ;
slower and

smaller response to adverse conditions ; quicker response
to favourable conditions, for the Free Trade State.

(6) Better and more valuable machinery, plant and build-

ings in the factories of the Free Trade State.

(7) Large excess of productivity of the labour employed
in the Free Trade State in factories, and also in all other

occupations.

(8) Agriculture advanced at a greater rate in the Free

Trade than in the protected State.

(9) Money wages higher ; prices of nearly all commodi-
ties lower in the Free Trade State.

(10) Consequently a much larger consumption of th:>

necessaries and simple luxuries of life per head of the popu-
lation in the Free Trade State.

(n) More people with large incomes; average income

higher, and as regards incomes of 200 and under, a much
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higher average income in the Free Trade than in the pro-
tected State.

(12) The indebtedness, private and public, of the pro-
tected State has grown far more than that of the Free Trade

State, and her foreign trade was far smaller, especially in

exports of its own products.

(13) Through Protection capital and labour are with-

drawn from the naturally profitable industries and employed
in industries made artificially profitable through the power
of taxation being delegated to them

; aggregate employ-
ment of capital and labour reduced.

(14) The enormous cost of Protection to consumers.

(15) A loss of political morality through Protection.

The following paper was contributed by Mr. WILLIAM J.

KELLY, a workman in the Government railway

workshops at Quorn, South Australia.

To myself, and those of my fellow-workmen who think

with me, it has been more than interesting to watch from

this remote part of the State, the clamourings of the city

manufacturers for Protection, Protection, and still more
Protection. They have threatened us poor workers that

unless they get this Protection, we should all be thrown

out of work. All this would be amusing to us, who have

studied the subject, were it not for its seriousness. For
we know that Protection cannot generally increase wages,
but must, on the other hand, by increasing the prices of

those articles we have to buy, in reality reduce the effective

value of our wages. Take my own case. Since the advent

of high Protection in Australia, have my wages been increased

as a consequence? Not one penny. And yet, look in

what direction I may, higher prices are demanded for all

I require for my own and my family's use. Take sugar,
for instance. We know that sugar can be produced in

Australia under free conditions as cheaply as in any part
of the world. We know that if the foreigner, whether in

South Africa or China or elsewhere, wants our sugar, he
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may buy it for some 11 per ton, but if I, an Australian

citizen, want it, I must pay some 23 per ton. Why ?

Because a protective duty of some 9 per ton gives a mono-

poly to the great Sugar Refining Co., and enables them to

bleed us poor workers. It has been shown that there is

a leakage in this one item of taxation alone of some

1,500,000 per annum. That is, that through the operation
of the import duty on sugar coming into Australia the

people of Australia pay over and above the fair distributing

value, plus the revenue received through Customs and

Excise, 1,500,000 annually, and this means a loss to

every average family of 335. 4d. per annum. To instance

one phase of the operation of this duty, the value of an

acre of quinces is some 12, but at the present price of

sugar it would require 24 worth of sugar to turn these

quinces into jam or preserves. This produces a tendency
to let a portion go to waste rather than incur the expense
of preserving, and so, even the sugar industry itself suffers

a reduction of demand, consequently fewer labourers are

wanted than would be required under greater freedom.

I could go on enumerating items, but what need
;
for there is

no getting away from the fact that the prices of com-
modities have soared higher all over Australia since the

advent of the last Federal Tariff. Not content with the

higher prices the tariff enables them to get, combinations

of traders and manufacturers have sprung up like mush-
rooms to still further bleed us unfortunate workers. But

some of my fellow-workmen plead for patience in our

suffering, until the long promised "new Protection'
1

comes along. This, it is hoped by them, will regulate
the wages of labour, so that the worker will be able to get
the benefit of the protective duties and have higher wages
wherewith to meet the increased price of the commodities.

But we know that the "new Protection," like the "old

Protection," will, if ever a serious effort is made by OUT

Protectionist legislators to bring it into force, prove a

sham, a delusion, and a snare. I do not forget the sound
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advice given to us by a British Labour M.P. to the effect

that
"

the labour party should not tinker with nominal

wages, but should concentrate its attention upon real

wages and the prices of the necessaries of life." As a citizen

of the Empire I sincerely hope that if Australia is to be

oppressed with this unreal, this fictitious system of high

prices and clipped wages, other parts of; the Empire will

be saved from it. It may^make a few of the rich richer,

but it invariably makes the poor poorer.

M. PESCHCKE KOEDT (Denmark) submitted a summary of

the following paper :

I.

GENERAL INFORMATION.

Population 2,630,000.
Area 38,985 kilom. D
Monetary system . . i Krone = 100 ore ;

18 Kroner

-:
Public State Debt . . 258 million Kroner (31-3-1907).
Public Revenue . . . 90-100 million Kroner yearly.

Chief sources of Income :

f -Custom duties 40 Mill. Kr.

"JExcise duties 12

i'
; 6tamp duties 5
/"Death estate ..... 2

"'Surplus of railways ... 7
l JSurplus of post and telegraph . 2

Direct taxation . . . . 15

Military expenses about .... 20
, yearly.

Railways 3,352 kilom.

Shipping tonnage 422,000 reg. tons.

II.

A century ago Denmark was ranged amongst the poorest
countries of Europe.

It is now considered to be one of the most prosperous
countries on the Continent.

This change is chiefly due to a successful development
of Danish agriculture.
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While most other countries have endeavoured to push
their agricultural interest by the aid of Protection, the

Danish farmers have fought their battle under the open
door policy with a far better issue.

Some of the achieved results are seen from the follow-

ing figures in millions of kroner (/i = 18 kr.) :

FOREIGN COMMERCE.

Imports. Exports. Total.

1885 . . . 249 162 411 Mill. Kr.

1890 .307 239 546

1895 364 269 633

1900 527 394 921

1905 623 534 1,157

1906 . . . 726 560 1,286

The above export figures include re-exports of imported

goods. The following table shows the net exports of

domestic produce :

1885 1890 1895

136 195 217 Mill.

1900 1905 1907

282 391 422 Mill. Kr.

Of these far the largest proportion is farm produce

butter, bacon, eggs, meat, live cattle, horses, &c. Industry
is only represented by small figures in the Danish exports.

EXPORT OF BUTTER.

Metric Tons. Value.

1885 . . 17,500 30 Mill. Kr.

1890 . 42,500 74

1895 . 52,400 93

1900 . 6l,300 120

1905 . . 79,800 156

According to the statistics of the Board of Trade,
Colonial and foreign butter figured with a total of 23,452,460
in the English imports for 1907. Little Denmark took a

share of 10,192,587, or nearly one half in this business.
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EXPORT OF BACON.

i885 . . ".;;: :

1890

1895



Horses.
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In the countries where Protection has been introduced

only the visible effects of the duty on the selling prices of

the inland production are, as a rule, taken into considera-

tion. But the system does not give any information

regarding the chances which have been lost through Pro-

tection.

III.

The principal means which have contributed to secure

the progress of Danish agriculture can be summed up in

the following points :

1. The distribution of land amongst small freeholders.

2. Easy access to favourable loans upon landed property.

3. Co-operation.

4. The education imparted to peasants at the popular

country "High Schools."

5. Free Trade in agricultural produce.

i. DISTRIBUTION OF LAND.

Land taxation was formerly and is still partly based on

what is called
"
Hartkorn," a term which signifies not

only the quantity but also the quality of land. Thus a

ton of
" Hartkorn "

can be larger or smaller according to

the quality of the soil, but taken on an average over the

whole country a ton of
" Hartkorn "

is equal to about

25 English acres.

The following table illustrates the gradual transfer

during the last 70 years of the Danish soil from leasehold

to freehold property, and from larger to smaller landowners.

Freehold. Leasehold.
Number of Tons of Number of Tons of

Year. Properties. Hartkorn. Properties. Hartkorn.

1835 . . . 88,361 225,168 68,960 145,890

1860 . . . 146,234 282,845 65,081 88,395

1885 ... 225,255 34 5777 38,177 32,267

1905 . . . 259,874 350,230 29,256 22,189
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The present size of the properties measured by tons of
" Hartkoni

"
is seen from the following figures :

Number of Tons of

Properties of and above Properties. Hartkorn.

20 tons Hartk. . . 919 40,547
12-20 1,174 17.634
8-12 3,765 35,525

4- 8 23,327 132,005

2- 4 24,365 70,456
i- 2 . 23,060 33 X23

Small holdings of J-i ton . . . 69,131 36,073

Small holdings below J ton . . 114,079 7,055

This list shows that the greater part of the land is

divided into small freehold properties averaging about 4
tons of Hartkorn, or 100 acres each. The preceding tables

confirm the fact that the gradually extended division of the

soil has resulted in a prosperous increase of the total agri-

cultural production.
Under the Danish system the peasant is personally and

directly interested in the best possible cultivation of his soil.

The knowledge that he is his own master supports his

self-esteenij and strengthens his desire to compete with the

best work of his neighbour. He is not obliged to bow
or cringe to anybody against his own freewill. His wife

and family assist him in his work and share his honest

pride. The general standard of life of the agricultural

population is thus raised to a higher level.

In Denmark, as elsewhere, there is room for great and

continued improvements. But no serious objections can

be raised to the fact that the successful development ol

Danish agriculture has confirmed the thorough soundness

of the freehold principle.

2. CREDIT ON LANDED PROPERTY.

In order to give landowners easy access to favourable

loans, co-operative associations (Kreditforeninger) were

started in 1851 upon the following principles : Low rate
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of interest, amortisation by easy instalments, collective

responsibility of the loan-takers.

The laws of these associations are submitted to the

approval and control of the Danish Government. The

loans, which rarely exceed 45-50 per cent, of the value

of the property (utmost limit 60 per cent.), are handed

over to the loan-takers in the shape of shares (Kredit-

forenings-Obligationer), which are transferable and saleable

in the open market.

The annual interest varies between 3! and 4^ per cent.,

and the principal is paid back in the course of fifty years.

In some cases the Government has supported the credit-

associations of small landowners (husmsend) with a limited

State guarantee. There are altogether about half a score

of these co-operative credit institutions, and they have

all been worked so soundly and successfully that the shares

are considered the safest investments on the Stock Exchange.

3. AGRICULTURAL CO-OPERATION.

The great progress achieved by Danish farmers is mainly
due to the co-operative movement combined with agricul-

tural Free Trade.

Owing to the fact that the Danish peasant gets his raw

materials duty free, he is able, in spite of low selling prices,

to make both ends meet sooner and better than his neigh-

bours in protected countries.

MILK.

Formerly every little landholder churned and sold his

own butter
;
now all milk is delivered to the co-operative

dairies. The first of these was started in 1882. Twenty
years later 1,058 co-operative dairies based on the profit-

sharing system, and 200 similarly conducted private con-

cerns, were spread over the country.
In these dairies, which are under competent control,

the greatest cleanliness is practised in the making ol butter,

and the management is conducted with extreme economy.
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The milk of nine-tenths of the Danish cows is now treated

in co-operative dairies. The average annual production
of milk per cow is about 2,620 kilos.

In 1895 a new institution, which may be described as

a control-union, was introduced, with the object of keeping
the cows belonging to the members under a continual

supervision of experts. The following table shows the

rapid development of this new branch of the co-operative
movement :

Number of Number of

Year. Control-Unions. Members. Head of Cattle.

1895 .... I 13

1900 .... 180 3,88o 76,140

1905 . . 415 10,300 159.600
In 1903 the average annual production of milk per cow

within these unions was 2,878 kilos.

BACON.

During many years Denmark exported live pigs, but

towards the end of the eighties an infectious disease broke

out amongst them, and the export fell suddenly from 232,000

pigs in 1887 to 16,000 in 1888. Instead of losing courage
under the effects of this calamity, the farmers immediately
built their own co-operative slaughter-houses and by

degrees extended them to a number of 32 up-to-date,

excellently-managed establishments. These receive, sort,

slaughter and divide the pigs carefully with a view to

English export, and share the net profits amongst the

members.
EGGS.

In order to push the export of first-class eggs the Danish

farmers have organised local receiving-centres, where the

eggs are collected according to certain fixed rules. Every
member who delivers a bad egg pays a fine, which is

increased in case of repetition. All eggs are stamped and

dated so that the collecting-centres know immediately
where they come from. These centres have established

several export stores. Here the eggs are sorted in four
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sizes, examined by the aid of electric light, enabling doubt-

ful and bad eggs to be separated from the good. Then
the guaranteed sound eggs are packed carefully in cases

made specially for transfer by rail or steamer. The whole

concern is carried on upon the co-operative system under

combined administration. At first complaints arose in

England that the shells were too thin. This cause of dis-

satisfaction was soon removed by providing the poultry

yards with a larger quantity of chalk, thereby not only

producing thicker shells, but increasing the weight of the

eggs to the extent of a quarter of a pound per score. As

the price in England is charged by weight, this improve-
ment became a fresh source of profit for the Danish farmers,

the chalk only costing a fraction of the difference in price

thus attained.

A poultry yard conducted upon rational principles can

give a yearly net profit of 2-50 kr. per hen.

From this source of income, neglected in most other

countries, a small landholder, keeping a number of 50 hens,

with the help of wife and children, can earn a yearly sum
of at least 100 kr. = 5 IDS.

The co-operative system for egg export was first started

in the middle of the nineties, and is thus only ten to twelve

years old. The development is seen from the following

figures :

Number of Number of

Year. Egg-Unions. Members.

1900 . . . 484 28,OOO

1903 ... 695 46,000

1906 . . . 790 57,OOO

While examining these figures it must be constantly
borne in mind that Denmark is a little country with about

2\ million inhabitants. And if the assertions made by the

Protectionists were correct, this little country's agricul-

ture, worked upon the open-door policy, unguarded by
tariff protection, must long ago have been disarmed and

crushed under the mighty foreign competition.
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Co-operation is also known and practised in protected
countries. But where there is Free Trade the people are

much more clear-sighted as regards the ever-changing
conditions of the open market than in protected countries.

Fighting with raised visor, as in Denmark, teaches the

farmers vigilance, presence of mind, and rapidity of action.

Creeping behind a high protective wall invariably
enervates the majority, even if a few of the more intelligent

rise superior to its demoralising effects. The whole tone of

mind is entirely different under the two systems. Once

accustom the farmers to look for salvation in Protection,

and the natural result is a cry for more and more every
time the shoe pinches. Whereas the agriculturist who
works under the open-door policy learns to depend upon

himself, to keep his eye open to necessary improvements,
to economise in every possible way, and to regulate his

affairs so that both ends meet in spite of low prices. This

is the sound and healthy policy Denmark has adopted.
A thorough and unprejudiced examination must prove

the fact, that Danish agriculture under the united effects

of Free Trade and co-operation has reached the highest
modern development in its branch, and that the Danish

peasants, as a class, are exceptionally intelligent compared
to the agrarian population of most other countries.

4. THE POPULAR COUNTRY " HIGH SCHOOLS."

The first of these institutions was started in 1844. The

following table shows the later development :

Year.

1850
1860

1870
1880

1890

1900
i,,,,-.

Number of
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There are two branches of these establishments,
"

high
schools" and "agricultural schools," but the difference

is of no great importance. They will therefore not be

described separately here.

The foundation of the country
' '

high schools
' '

is due

to private initiative, and they are but feebly supported by
the State. The practical and theoretical education im-

parted to the pupils takes a leading place amongst the

means employed to raise the standard of the rural popula-
tion of Denmark.

Both young men and girls are admitted. The payment
for board, lodging, and teaching is extremely moderate,

rarely exceeding 2 to 2 IDS. per month. The school term

varies according to the working plan of the establishment.

As a rule the pupils attend twice or three times, for a term

of six months during the winter season.

The education, which differs greatly in the different

schools, embraces both practical and theoretical instruction

in cultivation of the soil, forestry, horticulture, artificial

and natural manuring, treatment and measurement of land,

cattle-feeding', management of dairies, butter-making by
hand and machinery, arithmetic,

"
Slojd

"
(which means

every branch of joinery and wood-cutting), manual labour,

cooking and gymnastics.
Besides these branches of education there are lectures

and lessons on history, geography, English, political

economy, mathematics, book-keeping, &c.

The pupils, as a rule, reside at the schools during the

whole term, however long or short it is.

In several of the establishments they have from one to

two hundred pupils. In most cases the scholars keep up
their relations with the

' '

high schools
' '

for life. Year

after year they come to the annual meetings, when lectures

are given on the topics of the day.
The leading rules for the high school education may be

illustrated thus : Honour physical labour, know your trade
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thoroughly and mind it well, never neglect your intellectual

development.
In several of these establishments the staff of teachers

comprises men of great ability and profound knowledge of

human nature.

5. FREE TRADE IN AGRICULTURAL PRODUCE.

Every important economical and political question is

interwoven with moral considerations, even if these are not

brought forward in public discussion.

Arguments upon tariff duties are not exhausted by

explanations founded solely upon figures. Honest con-

victions and conscientious principles ought to be the guiding
motives in the framing of fiscal as in all other social reforms.

Leaders and members of political parties are too often

influenced by calculations based upon the multiplication
table and the higher or lower number of favourably disposed
electors.

In Denmark, as elsewhere, great efforts have on several

occasions been made by statesmen and legislators in order

to raise a movement in favour of protection. One of oui

former conservative cabinet ministers openly acknowledged
the following view :

' '

Protection is popular in the towns,
Free Trade in the country. It stands to reason that the

political party which has its chief support in the towns

must favour the Protective movement." This declaration

is very frank, but absolutely unsound and demoralising
in its consequences.

All the tempting and enticing arguments usually held

forth by the pioneers of tariff protection have also been

hawked about from town to town and from house to house

in Denmark, but the Danish farmers and labouring classes

are not to be caught by specious arguments. Our popular

high schools have the chief honour in the defeat of Pro-

tection. The Danish peasantry was too enlightened and

the working people too well acquainted with the sufferings
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of their badly paid comrades in the neighbouring protected

countries, to fall into the Protectionist trap. In Denmark
the truths of sound political economy have forced their way
upwards from the people. The leading men of the Exchange
and the University have, with a few honourable exceptions,

remained wavering or entirely passive. Fortunately the

greater part of the liberal Press has joined in the fight

against Protection and done good service. The political

situation in regard to the duty question can be summed up
in few words : In Denmark, Free Trade is closely allied

to political Liberalism. Protection has joined hands with

political Toryism.
The reader will see by the above statements that the

firmly rooted Free-Trade convictions of the Danish peasantry
arc supported by twenty years' practical experience under

the open-door policy. But in the theoretical discussions

upon the duty question in protected countries, causes

and effects are frequently mixed up in such a perplexing
manner that convictions are shaken and opinions changed
for want of better knowledge.

Even liberal minded and otherwise well-informed people
are sometimes found in the Protectionist camp, because a

misguided feeling of patriotism has been cleverly enlisted in

favour of protective measures. The legally enforced

nationalisation of agricultural and industrial production and

consumption will always appeal to muddled patriotic minds.

The comprehension of the Free-Trade system, on the

contrary, requires clear brains, liberal rninds, independent

characters, and unprejudiced reflection. It is in those

countries where the tillers of the soil are destitute of the

advantages of education that the Protectionist system
most easily takes root.

Even under the most difficult situations the Danish

farmers shrug their shoulders when they are tempted by

protective proposals. They have recourse to common

sense, they judge for themselves and look for help in the
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right direction. While the farmers of other continental

countries, cultivating a richer soil under a more favourable

sky, cry out eagerly for more protection whenever a chance

is offered them, the chosen representatives for Danish

agriculture have, time after time, voted for Free Trade with

an overwhelming majority.
The preceding tables prove that Denmark's farmers

have been able to master their difficulties successfully with

doors wide open to all the competition of the world.

The moral considerations mentioned in the beginning
of this part have not been forgotten by the Danes. A few

years ago more than 30,000 Jutland farmers supported a

Free-Trade resolution proposed by a well-known landed

proprietor, Mr. Westenholz. This peasant declaration

begins with the wise words :

" We Danish peasants do not want a duty upon grain or

fodder, nor do we wish by artificial means to make food dear

for our own countrymen."
In the midst of our present generation's sombre, egoistic

tendencies, this declaration comes like a bright spark of

humane light.

Occasionally the remark is made that Denmark's agri-

culture owes its vigorous growth to England's open market.

Hut, considering that England has stood equally open to all

Denmark's competitors, the fact is not to be denied that

little Denmark's unprotected farmers have; made better

use of the chances in the English market than all Europe's

protected agriculturists put together.

PROTECTION IN DENMARK.
The character of the Danish custom laws may be

described in two lines :

1. Free Trade in agricultural produce.
2. Protective duties on manufactured fabrics.

As far as agriculture is concerned the result of this double-

faced tariff policy is seen by preceding tables. Commercial

liberty has enabled Danish farmers to work under the most
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favourable conditions. The other side of the picture is

less encouraging. Protection has kept protected industry
in perpetual need of artificial assistance.

There are also non-protected industries in Denmark,
for instance,, shipbuilding, tile and brick making, cement

factories, jewellery, flour mills, &c. These branches have

without exception done well. Protected industry, on the

contrary, reminds us of the eagerly watching centenary
with the feeding-bottle, whenever the question of the tariff

is approached.
NEGLECTED TRUTHS.

Before entering upon details, it will, however, be best to

call attention to some sadly neglected economical truths,

which statesmen and legislators of our busy times are apt
to forget.

A well-managed farm's accounts show how much each

cow consumes and how much it yields. If the quantity of

milk produced does not balance the cost of fodder eaten,

the cow is separated from the rest and disposed of. Every
cow of this description will, as long as it is kept, bring the

farmer a steadily increasing loss.

A mercantile business with many departments controls

the accounts of each separate branch in a similar manner.

The details of the whole concern are carefully watched.

Departments which, in spite of legitimate support, show

a continual yearly loss are put down. An increase in the

number of non-paying branches would not strengthen but

weaken and undermine the business.

In like manner a shipowner keeps control over each of

his vessels. Where the coal consumption of a steamer is

so large that the freights earned do not cover the ship's

expenses, the vessel is disposed of, even if no reproach can

be raised against the captain and his crew. An increase

in the number of such ships would not be a gain but a loss

to the shipowner. Vessels of this description would increase

the figures on the wrong side of his balance.
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Admitting the fundamental correctness of these views,
it is evident that the value and importance of a country's

factories and industrial establishments cannot be measured

solely by the number of the hands employed nor the quantity
of goods produced. Regard must be taken to the final

figures in the national balance sheet. Factories which,

year after year, need continual assistance to cover their

undei balance act, like the profit-swallowing cows and the

money-losing ships, as sucking-pumps upon the public

finances.

Whether the yearly assistance is paid directly in cash or

indirectly under the guise of
"

Tariff-Protection
"

makes,

rightly judged, no material difference. Industrial concerns

which cannot be kept up without continual artificial support
should not be booked as profit-producing but as profit-

absorbing ."assets" in a well-managed country's public
accounts.

In learned circles much has been said for and against the

advantages of inductive and deductive scientific proceedings.
The above statements are popular conclusions, arrived

at by plain farmers accustomed quietly and soberly to

confront the theoretical teachings of political economists

with their own unprejudiced observations and practical

experiences.
THE COST OF PROTECTION.

Let us illustrate the preceding remarks by some examples.
One of our Danish glass manufacturers, some years

ago, complained of the crushing German competition and

asked for additional tariff support. His arguments ran as

follows :

"
I had offered a certain quantity of goods to one of my

regular customers at a price of Kr.9,639. The same goods
could, however, be imported from Germany for 1^.5,573. The
Danish duty was Kr.3,i9O. To enable me to compete, the duty
ought to have been at least Kr.876 higher. The great difference

between the Danish and German prices shows that Germany
has too casv access to the Danish market."
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General conclusions should not be drawn from special

cases without a thorough examination. But the reader

will perceive that the interests of the consumer have no

place whatever in the protected glass manufacturer's

reasoning. He counts up the difference between the

inland and foreign prices, and considers it as a matter of

course that the protective duty should be high enough to

secure him the inland sales.

This style of reasoning is not an exception but a rule,

however eagerly the protected manufacturers refuse to

acknowledge it.

Legislators making the suggestion to the above mentioned

glass manufacturer: "Let us examine how much the

cow eats and how much it yields," would, without doubt,
be stigmatised as enemies of native industry, and their

efforts to bring about a tariff reduction would be

characterised as a danger to their country.
The following example is even more interesting.

A lately passed new Danish tariff law reduces the

average specific duty upon textile fabrics by 8 tog per cent.,

or in round figures by about one-tenth. Free Traders

were dissatisfied because they wanted ad valorem duties

and lower rates. The manufacturers assembled in com-

mittee and made up a collective account with the following

figures, published July I, 1908, in our leading papers :

'* The reduction of the duties upon textile fabrics made in

Denmark reduces our protection by a total of 2% million Kroners.

We employ 11,500 hands."

Guided by these figures we arrive at the following con-

clusion. If one-tenth of the protection upon textile fabrics

amounts to
2j-

mill. Kr., the whole ten-tenths must repre-

sent a sum of 22^ mill. Kr.

The average yearly wages are Kr. 1,000 to 1,100 per hand,
or about 12 mill. Kr. This leaves 8 to 10 mill. Kr. annual

Protection beyond the entire amount of wages paid within

this protected industry.
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The manufacturers have always maintained that they
have been unable to take full advantage of the protection,

inland competition having reduced their selling prices.

This is no doubt true. But as they have equally firmly

declared that the proposed reduction of the duty by 10

per cent, would seriously hamper them, they must have

gone very near the limit.

It transpires from these figures that the Danish people

would, year after year, gain millions by stopping the mills,

pensioning the whole staff of leaders, functionaries and hands

for lifetime with their full salaries and letting a quantity of

foreign textile goods, equal to the present production of

the inland factories, pass through the custom house.

The expense for pensions would grow less each year and

pass finally away with the present generation.

In large countries it is difficult to control the cost of

Protection. In small countries the figures are more easily

grasped and analysed.

We take a third example which illustrates the loss caused

by Protection in an exceptionally clear manner.

The Danish duty on lace curtains is 2 Kroners per Kilo,

(from January I, 1909 reduced to i). The annual inland

consumption is about 200,000 Kilo. As long as all lace goods
were imported, the State received a proportional yearly
income from this source of indirect taxation

; 200,000 Kilo,

at a duty of 2 Kr. per. Kilo make Kr. 400,000 or 22,225.

Some years ago first one, and a little later a second,

inland lace factory was started, and the foreign imports
of this class of goods dwindled down to a fraction.

Each single loom produces yearly about 25,000 Kilo,

lace goods, when the factory is worked at full time. The
staff of hands employed is very small. A little lace mill

with 3 to 4 looms only requires 25 to 30 hands at a yearly

expense of Kr.2o,ooo to Kr.25,ooo for wages.
The duty upon yarn, coal, bleaching materials, &c.,

is about 20 ore per Kilo.
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The loss of public revenue caused by this protected

industry is thus easily accounted for :

Duty upon 200,000 Kilo, foreign goods at Kr.2

per Kilo. ...... Kr.4oo,ooo

Duty upon 200,000 Kilo, yarn, &c., at 20 ore

per Kilo. Kr.4o,ooo
Annual loss of State revenue .... Kr.36o,ooo

If the owners of the two factories made a corresponding

profit, the money would be most unjustly distributed, but

it would not be lost. In the present case most of it is

wasted in the shape of unsound local expenses and bad

political economy. One large and well-conducted lace

factory would suffice to cover the entire consumption of

lace curtains in Denmark, Norway and Sweden. Tempted

by Protection, six Scandinavian factories have been started

and more will follow. Syndicates take care that inland

competition does not enforce low selling prices.

Thus the Protectionist waste of wealth is legalised

and perpetuated. Millions made by Protectionists are

annually spent in new agitations and the credulity of the

public is sometimes worked upon in a most startling manner.

PROTECTIONISTS AT WORK.
In Denmark as elsewhere tariff discussions have for

many years been carried on by men of the opposite camps.
The late revision of our old custom law gave rise to a new

fight. Protectionist pamphlets with enticing illustrations

were printed in countless numbers and spread over the

country.
One of these leaflets marked,

" Fourth edition 70,000

copies," had the following engraving printed on the title

page :
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The reader will understand that the innocent youth in

the centre represents little Denmark fighting courageously
but hopelessly against foreign competition. The angry
warriors with the clubs and swords are Germany (220 mill.),

England, France, &c., trying to crush and annihilate

Danish industry. Many patriotic words have been spoken
and many disconsolate sighs have been heaved against

heartless Free Traders, who could not or would not under-

stand that Protected industry means work and wealth for

the nation, and bread and wages for the unemployed.
Yet every one of the leaflets mentioned is rilled with

facts and figures showing the low wages and the long working
hours in neighbouring countries which for many years
have enjoyed the eagerly sought-for blessings of Tariff

Protection.

Look at the illustration, sceptical reader, and do not

smile at the naivete of the Danes. Glance about in your own

country, and you will find the same ideas of foreign com-

petition deeply rooted in the hearts and homes of millions

of your own people.
Here we go fancying that general enlightenment is

fast progressing. And right in the midst of the living,

busy, work-a-day world we meet, face to face, striking

evidence of such barbaric ignorance concerning the

mechanism of the world's commerce that imagination trans-

plants us into the regions of uneducated African bushmen.

Foreign nations selling goods to Denmark are repre-

sented as destructive enemies, who with drawn swords and

raised clubs flock together to crush and ruin our country's

industry.

By this time sensible people ought to understand that

foreign bales and cases of goods do not pass our boundaries

against our desire, like cannon balls shot into our country
from hostile quarters. Every parcel of imported foreign

goods has, on the contrary, been bought by free Danish-men

after well-considered choice between home and foreign offers.
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Yet hardly a single voice from the Protectionist camp
is ever raised in protest against this mad mixing up of a

country's military defence with protected manufacturers'

less patriotic attempts to defend and promote their private
and class interest at the expense of their own people. What
the Protectionists really aim at is simply the opportunity
for making additional profits which the tariff walls afford

them. And in order to gain this advantage they try to

put tariff chains round the legs of their own countrymen.
Protection prevents inland merchants and consumers

from buying their goods where they themselves think they
can get them best and cheapest.

Of course, it is not right deliberately to accuse men of

bad intentions who work from an honest conviction for

what they consider a good end. Even the staunchest

Free Trader must admit that there are right-minded
Protectionists in every country. At the same time it

is not only right, but a moral duty to expose political errors,

even if it wounds individuals and classes who in good faith

mistake their own interests for those of their country.

PROTECTIONIST LOGIC.

The disclosure of a startling discovery set forth in a

pamphlet by one of the leading Danish Protectionists runs

as follows :

Let us imagine that our nation spends 10 mill. Kr. on sonic

absolutely necessary article for example, flour. There we
have an expenditure that is entirely unavoidable : but the

money can l>e sj>ent in two different manners, either by buying
Danish flour ground from Danish wheat or by importing flour

of foreign make. Where is the difference l>etween these two

methods of providing the necessary article ?

If we buy flour from abroad, it means that we have to book

a national expenditure of 10 mill. Kroner. Hut if we buy Danish

flour, two things will happen. In the first place, we escape
the national expenditure, and in the second we gain through
our Danish corn -growers and millers a national income of 10

mill. Kroner.
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In the first instance a foreign population would earn the

sum ;
in the second, our own Danish farmers and millers would

gain it for their nation.

Our national balance thus rises from minus 10 mill, to plus
10 mill. Kroner, which is a total advance of 20 mill. Kroner.

Thus the final result we arrive at is a gain of double the amount

we spend for our flour. (The accentuated parts are printed in

italics in the original.)

The inventor of this surprising theory is not an ignorant

man, but a respected citizen, who has passed his degrees at

the Copenhagen University and whom the Danish Pro-

tectionists consider very clever.

A Free Trader who was asked to solve the riddle gave the

following answer :

If we take 10 mill. Danish Kroner and throw them into the

ocean where it is deepest, how great is the nation's loss we have

to book ! Sober-minded people will agree that our loss amounts

to 10 mill. Kr., neither more nor less. But if we, instead of

drowning the money, buy foreign flour for our 10 mill. Kr.,

we surely must be very poor men of business if our loss is not

somewhat less than if we pour our gold into the sea.

This explanation was accepted as final and indisputable

by our agriculturists, but many members of the Protectionist

camp, amongst them leading politicians, are still firmly

convinced of the truth of the double loss.

This is not so much to be wondered at. According to

Protectionist theories the country would also gain 10 mill. Kr.

worth of money by throwing the flour into the ocean if it

were bought abroad. The foreign imports would be re-

duced by 10 mill. Kr. The "
Balance of Trade " would be

improved to the same extent.

Examining Protectionist arguments of the description

here analysed, one is repeatedly reminded of Thomas

Moore's famous words in " The Veiled Prophet
"

:

Believers of incredible creeds, ye think to rise

By nonsense heaped on nonsense to the skies.



245

DANISH WAGES.

Danish wages approach the general scale of English II

wages, which, according to the Board of Trade statistics, are
||

the highest in Europe.

Many branches of Danish industry are protected, whereas

Free Trade reigns in England. "Consequently," people

argue,
' '

neither Protection nor Free Trade affect the rate

of wages as prime factors. Trade unions force wages up
without regard to systems of taxation."

This reasoning is superficial and misleading. It is

easy to prove that the comparatively high wages in England
and Denmark to a great extent are due to Free Trade.

In both these countries agricultural products are free from

taxes. The first necessaries of life are not artificially en-

hanced in price. For this reason Danish and English skilled

and unskilled labourers can afford to pay weekly contribu-

tions to their co-operative unions. These are thus enabled

to calculate upon regular and increasing pecuniary support

from their members. And when strikes are declared,

the working men's wealthy organisations are prepared
to face the consequences. Knowing this, employers listen to

reasonable claims and meet them if they can.

In other countries where the prime necessaries of life, as

bread, grain, flour, potatoes, meat, butter, bacon, eggs,

fish, &c., are highly taxed, the working classes are fre-

quently kept so near starvation that they cannot afford to

support their press and their organisations.

The scantily paid father of a family, who knows that con-

tributions to his union mean want of bread at home, will buy
the bread and starve his organisations. These are poor,

and, therefore, unable to withstand the pecuniary pressure

of prolonged strikes. Employers knowing this are difficult

to deal with. Strikes are lost time after time. The rate of

wages is kept down to a low level and the working population
is mentally and bodily tired out by long working hours.

Many causes are at work in the framing of the rate
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of wages, but an examination which leaves the cardinal point
here touched upon out of sight misses the gist of the

question.

It follows from the foregoing remarks that comparisons
between the level of wages in different countries are closely

connected with the question of the custom laws.

When the prices of agricultural products are raised by
protective duties, the wages lose a part of their buying

power. The level of wages ought, therefore, to be raised in

proportion to the taxes, otherwise the wage-earners' standard

of life will be lowered. These considerations should be

kept in mind when the following scale of Copenhagen wages
is examined. In Denmark, as in England, agricultural pro-

ducts are placed on the free list.

The figures are extracted from official tables worked out

by the Copenhagen Bureau of Statistics, which is under

the efficient management of Mr. Cordt Trap. Most of the

other tables are compiled from statements published by
Denmark's official Bureau of Statistics conducted by Mr.

Michael Koefoed. Both these leading men are political

economists of the Liberal school.

UNPROTECTED TRADES. Kr.

Bakers .... Weekly contract wages 25-30
Bookbinders . . . ,, ,, ,, 25-30
Printers .... ,, 30
Paviors ... ,. 35
Stokers . . . . 25-30
Machine workers . . ,, ,, 25-30
Gardeners .... ,, ,, 25
Glaziers . 30
Glaziers . . . . Ordinary weekly wage 20-24
Goldsmiths . . . Weekly contract wages 24-25
Silversmiths . . . ,, ,, ,, 27
Harbour workmen . . ,, ,. ,, 25-32
Electricians . . . ,. ,, ,, 32-34
House painters . . . , : ,, ,, 30
Masons .... 35
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Millers

Butchers .

Building joiners .

Ship joiners

House carpenters

Ship carpenters .

Upholsterers

Telephone workers

Brickmakers

Kr.
pi

Weekly contract wages 24

Ordinary weekly wages 25

Weekly contract wages 30

.. 29-32

Daily wages . -.6
Weekly contract wages 35

> 32

u ii 3^

25-26

PROTECTED TRADES.

Weekly contract wages 30

25-30

24-25

26-27

32

34

32

30
20-22

25-26

25-30

20-25

24-27

30-34

Plumbers ....
Coopers . ...
Glovemakers

Hatmakers.

Blacksmiths

Machine workers.

Foundry workmen
Metal workers .

Basket makers .

Sadlers ....
Sailmakers

Shoemakers

Tailors ....
Furniture makers

A special examination of wages in two Danish cotton

factories, one in Copenhagen and one in a provincial town,

gave the result that female weavers earned Kr. 15 to Kr. 20,

and male weavers Kr. 18 to Kr. 25 per week.

All the above figures are, of course, given with the usual

reservation that in each trade there are great differences

between day wages, weekly wages, and contracts for piece-

work, &c. There are also variations in the height of the

wages and the regularity of the work at different times of the

year. Masons and carpenters, for example, can earn weekly

wages from Kr. 45 to Kr. 70 during the summer months.

But in the winter the work upon buildings is frequently

stopped by frost.
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THE EXPORT PROBLEM.

Three of the world's greatest nations, Germany, France,
and the United States have for many years followed a policy

of deeply rooted and scientifically developed Protection.

Foreign competition has been hampered or excluded, and

new inland factories have sprung up like mushrooms after

every increase of the tariff.

In the United States 8 months' industrial home produc-
tion will, according to the information contained in Mr.

Franklin Pierce's excellent work, "The Tariff and the Trusts,"
in many branches cover 12 months' inland consumption.

A rapidly growing, urgent demand for new markets is one

of the most serious American problems of the present time.

Germany and France are facing similar difficulties, and a com-

mercial steeplechase has been started in every part of the

globe where solvent customers are willing to buy other

nations' surplus productions. Mills must be kept going.

Stocks are mounting. Outlets must be found.

With this object in view, increasing numbers of com-

mercial treaties, framed upon the principles of reciprocity,

are passed by busy parliaments. Before entering into

negotiations each of the contracting parties takes care to

raise the home tariff, in order to have something to deduct

from. Mutual concessions are thus made easier. But the

barriers are not brought down to a lower level under this

system, which may be termed "
the haggling reciprocity."

On the contrary, the tariff walls grow higher. And after

many efforts and many more or less successful negotiations
between the great Powers, exports have at last been reached

which for the year 1905 show the following figures per head

of the respective populations :

The United States . . . Kr. 69
Germany .... Kr. 84
France ..... Kr. 87
Denmark .... Kr.i56

These figures show the export of domestic produce.
The transit trade is not included.
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Unprejudiced investigators can draw a useful lesson from

this little table. While the diplomatists of great States have

fought their tariff wars and worked their brains to increase

and push the export trade of their countries, peaceful Danish

farmers have diligently made use of the advantages derived

from Free Trade and co-operation. Denmark has not been

ruined by the falling prices in the open market, as was

prophesied 20 years ago by worrying Protectionists. The

antiquated
" Manchester doctrines

"
have, on the con-

trary, proved an uncommonly sound medicine for passing

diseases, brought on from time to time by foreign com-

petition.

THE NEW DANISH TARIFF.

Previous to the present revision, the Danish tariff has

practically remained unchanged since 1863.

Many attempts have been made to alter it, but political

controversies, revenue considerations, and various other

causes have prevented a final understanding between the

upper and lower houses of Parliament. The majority of the

Danish electors have always voted in favour of Free Trade.

A resolution passed by the united Jutland agricultural

societies under the presidency of one of our leading landed

proprietors, Mr. Carl Bech, of Engelsholm, runs as follows :

In consideration of the facts :

(1) That our most important market, England, grants
the duty-free admission of all our agricultural products ;

(2) That Danish industry has every qualification for

thriving entirely without, or with only a slight protection,

if its raw materials are placed on the free list ;

(3) That it is unjustifiable to burden the country's
chief source of production, agriculture, with heavy protec-

tive taxes, which at best can only benefit the few
;

We hereby declare :

(1) That duty upon farm outfit and implements, machines,

coal, iron, and other raw materials ought to be abolished.

(2) That duty upon industrial products, if it cannot be
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entirely done away with, should be lowered to 5 per cent., or

at the utmost 10 per cent, ad valorem.

(3) That no new taxes ought to be put on necessary
articles of consumption which hitherto have been free.

Similar views have repeatedly been expressed by the

chosen representatives of the organised Danish labour

party in both houses of Parliament. The factory hands are

aware of the fact that Protection enables employers to raise

the selling prices of their goods, but that no protective wall

prevents foreign workers from crossing the boundaries of

the protected country and competing with the wage-earners
inside the tariff barriers.

Various Conservative Danish Governments have resisted

the Free Trade claims. But some years ago the present
Liberal Government came into power, and great expectations

were, in Free Trade quarters, connected with this political

change.
The chief characteristics of the new tariff passed by

the Liberal Government can be summed up as follows :

Free admission of petroleum, coal, and of raw and roughly
manufactured iron, tin, copper, and brass. Lower duties

upon coffee, rice, salt, sago, preserved fruits, confectionery,

various kinds of oil, paraffin candles, paper, indigo and other

dyeing stuffs, wood and timber, various kirds of chemicals,

agricultural and other machines, various metal wares, &c.

The protection upon textile fabrics which compete with

the produce of inland factories has been slightly reduced.

Goods which are not made in Denmark show greater reduction.

Woven woollen and worsted goods paid an all-round

duty of 133 ore in the old tariff. In the new Bill the lighter

goods are charged with 130 ore, the heavier with 120 6re.

This insignificant reduction on the most important class of

textile fabrics has seriously disappointed Free Traders, all the

more so~ because the duty upon many kinds of ready-made

clothing, cloaks, costumes, hats, caps, &c., has been raised.

Increased protection has also been given to manufac-
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turers of various kinds of cutlery, cycles, rubber tyres,

chocolate, boots and shoes, gloves, &c.

The existing duty of 2 to 3 per cent, ad valorem upon

sailing vessels and steamers has been removed.

Higher duties are laid upon tobacco, wine, spirits, dried

and fresh fruit, &c.

Agricultural products remain free as before. Judged as a

whole, the revision may be termed a step in the right direc-

tion. But Free Traders are disappointed because the

Liberal Government has withdrawn several of the principal

Free Trade claims which its leading men supported while

they stood in opposition.

The most important of these relinquished claims are :

(1) Ad valorem duties upon manufactured goods.

(2) No new or increased protection.

(3) Gradual reduction and final abolition of all protective
duties.

(4) Shortening of the tariff.

So far from being reduced, the number of headings, which

was 271 in the old tariff, has been increased to 301 in the new.

Manufacturers are satisfied with the new tariff. Free

Traders are not. After 40 years' Free Trade struggles we had

expected a mo.'e clearly pronounced and thorough-going
Free Trade revision. Years ago two successive Conserva-

tive Governments advocated, or at least gave their consent

to, more liberal tariff laws than the one now passed by the

Liberal Danish Government.

One of the chief causes for this poor result is the late

financial crisis, the effects of which were very severely felt

in Copenhagen. The Protectionist party cleverly made use

of the temporary depression in order to frighten the Liberals.

Yet it stands to reason that a rapidly passing, temporary

depression ought not to influence, the shaping of a Rill

which regulates the most important financial question of a

country for a long period.

A new tariff revision is fixed for 1916.
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THE WORKING MAN'S PRAYER.

The whole human race is one family. Free Trade,

peace, and co-operation are the watchwords of humanity
in its fairest form and its highest flight.

Free Trade creates and strengthens a universal feeling

of good fellowship. Protection is, even in its loftiest reason-

ing and at its highest pitch, a cleverly disguised lever for

private and class interests, a war-clad representative for

local and national egoism.
Free Trade, carried to its greatest extent, is in conformity

with every individual's own choice of action. We all desire

to buy our goods where we get them cheapest, and to sell

them where they are best paid. Protection leads to a

continual fight with the liberal work of centuries in the

cause of humanity, progress, and freedom.

What each broad-minded individual considers right,

honest, and just for himself cannot be wrong because a

number of individuals join together and form a community.
A truth is not transformed into a lie because it is multiplied

by 1,000. A lie does not change character and become

truth because 999 voices out of 1,000 vote for the change.
All complaints of foreign nations' selfish want of con-

sideration, all the present-day compulsory custom laws,

with their hindering or prohibitive import duties, export

premiums, dumping tactics, double-tariffs, dominating

syndicates, threatening giant trusts and countervailing

duties, are each and all fruits of Protection. Free Trade

has never disturbed the peace of the world.

The liberal economy of the
" Manchester school,"

with its firmly rooted humane principles, stretches its noble

crown like a mighty oak far above the Protectionist thicket

of dwarfed thorns. No labyrinth ever invented has had

so many embarrassing turnings and twistings as a scientifi-

cally constructed custom law of the present day. Countries

with cold, moderate, or tropical climates are equally clever

in framing these protective tariffs.
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One of Italy's highly respected political economists,
M. Edoardo Giretti, has, in a series of pamphlets, unveiled

the ruinous effects of the Protectionist system in Italy.

Millions of poor Italian labourers emigrate to foreign parts

of the world, sighing deeply when they leave their beautiful

country, so richly endowed by nature. Yet wages are

so low, duties and taxes so high, that they are forced to

emigrate in ever-increasing numbers.

Is it to be wondered at that the working classes in

many of the Protected countries include these pious words

in their evening prayer :

"
Lord, protect us against

< Protection
' '

!

IDEALISM.

Pounds, shillings and pence, and tables with correct

figures are valuable allies in the fiscal controversy. But

loftier views and purer motives should be brought to bear

upon the people in creating public opinion.

Wherever men meet, who by principle and conviction

are Free Tradeis, they should join hands and try, each in

his circle, to inspire the best elements of their nation with

the humane spirit and the true nobility of the Free-Trade

policy.

When the Protectionist wants to say something very

disparaging of the past or present advocates of Free Trade,
he folds his hands piously, casts his eyes alternately

up to heaven and down upon his iron safe, and sums up his

criticism in the one crushing word "
Idealists."

But what would life be without idealism ? The bright-

eyed youth, who sallies forth into the world under the banner

of idealism and holds it firmly aloft through the battle of

life, will never grow old or cold. Even if the brow becomes

furrowed and the hair tunis grey the heart will keep warm
to the last.

Whenever the idealist is seized by melancholy it is

brought on by grief over the shortness of life. He would
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like to live another hundred years. Not to rest or sleep,

not to build up a fortune, not even to gain worldly rank or

power, but to take his part in the fight for all life's brightest
visions.

Let us teach the rising generation to reason freely,

without social and political prejudice, and not to creep
like cowards behind protective Tariff walls. Let us educate

our sons to work with a good will, to act frankly and honestly,
and lift their heads proudly, irrespective of rank, state, and

fortune.

"Conquer the world with a smile on your face," is

a golden rule for the young.
Protection is in political economy a bucketful of dull

brains, dead thoughts, and foggy theories.

Free Trade leads forward to a better and brighter ex-

istence for the thousand homes where sunshine too often is

wanted.

CONCLUSION.

At the present time so many new and important schemes

for social reform are set forth and discussed that people

get tired of listening to the old controversies between

Free Traders and Protectionists.

Yet few questions in the realms of political economy are

so closely and directly connected with the distribution of

wealth and the proper employment of human labour as the

custom laws. Milliards are expended on the development
and improvement of the means of communication. There

is evewwhere a growing demand for facilitating mutual

intercourse and drawing the different parts of the globe

nearer together. Every new discovery which reduces the

cost and time of transport and shortens distances is hailed

as a victorious evidence of progressive human skill and

looked upon as a boon by the human race.

At the same time clever statesmen are ever busy invent-

ing diplomatic, means by which the natural consequences

arising from the improved communication, cheaper prices
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of home and foreign produce, may be wholly or partly
J

counterbalanced. I

Some time ago an energetic Danish Cabinet Minister

proposed the building of a new, large steam-ferry for the

increasing traffic between Denmark and Sweden. The

ferry-boat was built and there, were great rejoicings on

both sides of the
' ' Sound ' ' when the first full trains with

goods and passengers were ferried over from coast to coast.

A year or two later the same Cabinet Minister proposed
to raise the Danish duty upon wood and timber, which

chiefly comes from Sweden.
* ' The owners of our Danish

forests complain of the reduction in the timber prices,

resulting from the cheapened transport," was the frank

explanation given by the Minister.

Many other statesmen are knowingly or unknowingly

following the same illogical system of reasoning.

All the Protected states strive, at great sacrifice, to

increase and promote their exports. Every step their

industry advances in foreign markets gives joyful satis-

faction. At the same time the leading politicians of these

pushing states preach the doctrine that the importation
of cheap foreign goods must be looked upon as a ruinous

national calamity.

If there were any solid foundation or true logic at the

bottom of this theory of ruin, resulting from the free

exchange of goods, the commerce of the world would ere

long be doomed to bankruptcy.
Tf the importation of foreign goods is a misfortune, how

can honest statesmen take the responsibility of deliberately

bringing such disaster upon other nations by forcing their

export trade upon them ?

Unfortunately, honest statesmen are not always en-

lightened statesmen. A politician has to pass three grades
of development before he ripens into a well qualified legis-

lator :

(i) He must know the local interests of his constituents.
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(2) He mustji acquire an unprejudiced understanding
of the national interests of his country.

L
(3) He must be able to free himself from narrow-minded

local and national influences, and learn to think and act as a

citizen of the world.

Only those legislators who pass the third degree fathom

the truth that the whole human race has common interests.

To promote these in the best manner has at all times been

the aim of right-minded statesmen's highest ambition.

The attacks of the Protectionists . on the
' ' Manchester

School
"

call forth, in the mind's eye, the noble images
of Richard Cobden, John Bright, and Robert Peel, with their

brave comrades. And the question involuntarily arises :

Has the world ever seen one single Protectionist statesman

who can be compared to these men, with their purity of

character, clear-mindedness, and warm love for humanity ?

They were English patriots in the best sense of the word,
but they were at the same time citizens of the world. They

gazed, with unprejudiced eyes, far out beyond the limited

sphere of their own country's, their own people's interests.

They preached and acted in accordance with their own
convictions of what was for the benefit of not "only England,
but all nations. Therefore, Gladstone's words found an

echo all over the globe, when he proclaimed, after Cobden's

death :

"
I do not know a single personality in history,

whose public life was more noble, more praiseworthy,
than that of Richard Cobden !

' '

M.JULES LECOCQ submitted the following paper :

TnETeport which" we have the honour to present to you
sets forth, as briefly as possible, both the history of the policy

of Belgium, in the matter of tariffs, and the effects of

that policy on the development of its trade.

From 1815 to 1830, Belgium, united to Holland, expe-
rienced an era of prosperity, due, in a large measure, to the

generous system of customs tariffs
;

as a general rule,
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the maximum rate of import and export dues on articles

directly connected with the products of native industry was
6 per cent., while for other articles it was 3 per cent.

In 1830, when Belgium was formed into an independent

State, altered circumstances involved certain changes ;

dues were decreased, especially those on raw sugar, cattle,

madder and smoked and dried fish. Other dues were in-

creased, such as those on the products of the foreign metal

industries (iron, tin, steel, and machinery).

During the period from 1830 to 1842, Belgium did

not make any important change in her customs legis-

lation. The home metal industry continued to be pro-
tected

;
and in 1834 a somewhat restricted concession was

granted by the conditional exemption from customs dues of

new and perfected trade machinery and apparatus. In

like manner, the native industries of linen, hemp and yarn

making were protected in 1834 ;
and in 1838 this Protection

was further extended to several other articles, such as hosiery,

cloth, linen, woollen and cotton threads, woollen and silk

tissues, ticking and cambric, and also glass and wine.

In 1834, too, the import, export and transit trade in cereals

was regulated in a protectionist sense
;

the system of

the sliding scale was introduced in Belgium, that is to say, the

dues were based on the rise or fall in the market quotations.

Imported cattle were also taxed to a greater extent. But

Free Trade gained a victory over the question of transit, for

it was realised that the heavy transit dues formed a serious

obstacle to the maritime and industrial interests of the

country. So in 1836, those dues were considerably reduced

and fixed at 15 centimes per 100 francs of value and at

20 centimes per 100 kilogrammes or per hectolitre, according

as the goods were taxed on value, weight or measure by the

customs tariff.

The results were soon apparent, and in 1842 a still more

generous modification was made in our tariffs on imports and

on goods in direct or bonded transit. Not only were the

formalities made easier to the extent of almost entirely
R
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disappearing, but in the case of goods carried by railway
all dues were abolished. The following table will give an

idea of the impetus given to the transit trade by this

liberal measure :

The average of the years from 1837 to 1841 had been

40,192,977 francs.

In 1842 the transit trade amounted to 59,729,426 francs.

1843 65,696,000
1844 108,956,000
1845 124,930,000
1846 ,, ,, ,, 115,801,000

This gives an average of 95,022,000 francs yearly.

In 1847 the transit trade amounted to 143,593,000 francs.

1848 115,806,000

1849 227,414,000
1850 ,, ,, 206,469,000 ,,

1851 204,922,000

This gives a yearly average of 179,641,000 francs.

In 1907 the amount was 2,343,000,000 francs.

From 1842 to 1847, the protectionist movement is clearly

marked
;
dues were strengthened on fish, linen and woollen

tissues and threads, silk, chemicals, machinery and castings.

An effort was even made to increase the dues on cereals,

but the food crisis from which our people began to suffer

checked such diametrically opposite measures. Free entry
was granted to cereals, but prohibition was imposed on the

export of buckwheat, potatoes, wheat, peas, bread, &c. A
few years later cereals were also taxed with an import duty.

It was during this period, in 1844, that the system of
"

differential dues
" was established in Belgium. The ob-

jects of this system of Protection were :

(1) To encourage direct commercial relations with Trans-

Atlantic countries, the coasts of the Mediterranean and the

Levant.

(2) To develop the export trade to those countries.

(3) To open up a market in Belgium for foreign produce
and goods.

(4) To lay down efficient bases of customs and com-
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mercial concessions, to be subsequently utilised by the

Government for the negotiation of treaties of commerce
with certain countries.

Under this law, the various articles which fed or which

were destined to feed the Belgian maritime .trade were

subjected to different dues, according to :

(a) The country of origin of the goods.
(b) The country whence they were exported,

(r) The flag of the carrying vessel.

(d) Direct transport, or with intermediate ports of call

To safeguard the development of our merchant marine,
the rates were so modified that goods carried on Belgian
vessels were favoured by a substantial Protection.

Certain modifications lessened the effects of this unusually

complicated law, especially those introduced by treaties of

commerce. In this connection, we may be allowed to say
a word respecting special tariffs, introduced between 1830 and

1847 by means of international conventions of commerce
and navigation.

In this summary, we cannot analyse every treaty.

Suffice it to say that the treaties concluded by Belgium
with foreign countries may be divided into two principal

classes
;
the first places foreign flags on the same footing as

Belgian, and only deals with tariffs in a general manner,
without introducing any special reduction of dues

;
while the

second sanctions specific reductions of the tariff in certain

clearly defined cases (treaties with France, the Zollvciein,

the Netherlands, the Two Sicilies).

(* By 1847, the Protectionist tariff rate had reached

extraordinary proportions. Here are a few samples :

Furniture, up to 20 per cent.

Flax thread, up to 36 per cent

Linen, up to 58 por cent.

Woollen tissues, up to 24 per cent.

Cotton thread, up to 38 per cent.

Iron, up to 84 ]>er cent.

Chemicals, up to 100 per cent.

Machinery, up to 32 per cent.

Ordinary glass and cut-glass, up to 83 per cent
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It is interesting, in view of these circumstances to notice

the commercial position of Belgium at this time.

The following table shows that the protectionist system

brought about a partial stagnation in our trade. The yearly

average from 1837 to 1841 was 342,800,000 francs, that

from 1842 to 1846 was 385,800,000, which, as an increase,

is practically negligible.
TABLE A.

COMMERCIAL STATISTICS FROM 1842 TO 1847.
(In thousands of francs.)

Commerce special*

Importations . .

Exportations . .

Total . .
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1857, a new general tariffing was decreed, and this formed

the basis of Belgian commercial policy abroad. The Govern-

ment also introduced a generous application of that part
of the law dealing with bonded warehouses. By this action,

the Government temporarily exempted from the payment
of the import tax certain goods which were to be worked
or finished in the country and then re-exported.

The results of this liberal policy were soon apparent.
The subjoined table is especially significant if compared
with the preceding one. The increase in the export trade,

resulting from the abolition of the export dues, is worthy of

special attention.

TABLE B
COMMERCIAL STATISTICS FROM 1848 TO 1853.

(In thousands of francs).

Commerce special

Importations . .

Exportations. .

Total . .
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without any stipulation for a special treaty with them or

for reciprocal treatment. And here let me pay a tribute

to the memory of Richard Cobden, the eminent negotiator
of that treaty, who, by a clear and intelligent grasp of

the commercial policy necessary under the circum-

stances, was able to lead his country to such a proud position

among the nations.

On May 13, 1861, the Franco-Belgian treaty was signed ;

but the reform introduced by that important document
into the Belgian customs tariff was not meant to remain

an isolated one ; the Government aimed at generalising the

application of the concessions made to France.

Several taxes were reduced to an appreciable extent :

such as those on coal, rough castings, and unworked steel ;

flax, hemp, jute, cotton, and woollen threads. Alterations

were made in the tariff affecting glass and pottery ;
bricks

arid tiles were exempted from import dues. Uniform rates

were applied to woollen and linen tissues, and salt was allowed

to be imported. Finally, a clause was inserted providing
that each of the contracting parties should benefit by any

subsequent reductions granted to any third Power.

The following table reveals the beneficial results of

this treaty :

TABLE c.

INTERNATIONAL COMMERCE.
FRANCE-BELGIUM.

SPECIAL COMMERCE (in thousands of francs).

Importations from France
to Belgium

Fxportations from Bel-

gium to France

Total
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The general rise in trade and the increase in the popula-
tion of the two countries during these n years must not,
of course, be lost sight of. At the same time these elements

certainly did not increase in the same proportion as the

commercial exchanges between the two countries.

A treaty of commerce and navigation was concluded

with Great Britain in 1862. Then came a similar treaty
with the Netherlands in 1863. Then came treaties with

Prussia and the other States of the Zollverein in 1863 and

1865. These are only the most important of the treaties

of that time
;

for from 1861 to 1864 we find some fifteen

treaties which confine themselves almost exclusively to a

reciprocal stipulation of the treatment of the most favoured

nation.

Every foreign country having successively secured the

benefits arising from the Franco-Belgian treaty, there was

nothing to prevent a general tariff replacing the conventional

tariff inscribed in the respective treaties. This object was

attained by the law of August 14, 1865, which thus closes

an important period of the history of Belgium's commercial

Up till 1875 the forward movement was especially

noticeable in the direction of a fuller liberty in inter-

national exchanges. We may here mention the law of

January 3, 1873, which abolished the import dues on food-

stuffs, cattle, meat, butter, grain, flour, starch, pastes,

rice, cheese, preserved meat, fish and vegetables (not

being pickled in spirit, sugar, or vinegar).

The statistics of imports and exports for this period show

that if the Belgian consumers benefited largely by the

reduction of the customs dues on imports, Belgian pro-

ducers gained quite as much by the impetus which the reduc-

tion of the customs tariff on exports caused in national

industries.

Before dealing with the commercial history of the

period between 1861 and 1875, let us draw a comparison
between the two extreme years, namely, 1831 and 1875 :
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TABLE D.

(Values expressed in millions and hundreds of thousands of francs.)
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For this period the decennial census of the population
shows the following increases :

IVriod. Increase. Proportion per cent.

1846 to 1856 . . . . 192,364 4-44

18.56 to 1866 . . . . 298,273 6-50

1866 to 1876 .. .. 508,352 10-53

It may, then, be safely affirmed that the remarkable rise

and progress in industrial and agricultural activity during
this period were in a large measure due to that spirit of

freedom which formed the basis of our commercial policy.

Between 1875 and ^95 the regime did not undergo

any essential changes comparable to those of the period

previously dealt with.

The Franco-Belgian treaty of 1861 was replaced by that

of 1881. Although France, in a spirit of protectionism,
increased her import dues, Belgium abided by the reductions

she had made in 1861, thus remaining faithful to the

principles of Free Trade. In this way, Belgium was able

to mitigate the severity of the French tariff to an appreciable
extent (as was the case for marble, Ecaussinnes stone, leather,

hides, thread and tissues).

The treaty was renounced in 1891, on its expiry, and was

not renewed. At present, as a matter of fact, Belgium is, in

regard to France, on the footing of the most favoured nation.

In 1891 the treaty with Prussia and the Zollverein

was replaced by a treaty with the German Empire. In this

the clause of the most favoured nation was maintained ;

it was forbidden to establish taxes on goods in bond, and,
in the case of goods entering Belgium by land, the German
differential tariff was done away with.

In the same year, a new treaty was signed with Austria-

Hungary. Then follows a series of treaties with various

European and extra-European countries.

But a protectionist tendency made itself felt in 1887.
This tendency was first noticeable in the case of cattle

and fresh meat. Horned cattle were subjected to a duty
of 3, 4 or 5 centimes per kilogramme ; ewes, wethers, and
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rams, 2 francs 50 centimes per head. Fresh meat was
taxed at 15 and 30 francs per 100 kilogrammes, according
as it was imported in a whole carcase, or in halves or smaller

pieces. Game was taxed 30 francs per 100 kilogrammes.
The repercussion of this measure was soon forthcoming.
Whereas in 1880 the imports reached 140,359 head of cattle

and 201,354 of sheep, the figures had by 1900 fallen to

60,631 and 167,459 respectively. We shall refer to this

question again later on.

In 1887, too, Protection was granted to vinegar and
acetic acids, the duty on which was raised from 6 and

7 francs per hectolitre to 15 francs 75 centimes and 187
francs 80 centimes, according to the quantity of acetic acid.

But it was above all in 1895 that protectionism became

distinctly agressive. The law of July 12, 1895, is the

most important measure of this last period.
The subjoined table will demonstrate the hybrid character

of this law, which was at once Protectionist in some respects
and Free Trade in others.

INCREASED DUTIES.
Goods. Duties before 1895. Duties since 1895.

Butter, salt and fresh...

Margarine and other
artificial butters ...

Milk for making mar- I

garine& other milk I

Flour (including semo- \

Una) ... .../

Malt ...

Food pastes ...

(game
Preserves < meat

( poultry
Preserved vegetables)

in tins and bottles I

Linen drapery for

women
Men's clothing

Haberdashery and
j

hardware ...

Free 20 frs. per 100 kos.

20 frs.
,,

2 frs. per hectolitre

oatmeal : 4 frs.

per 100

lofrs.

lofrs.

10 frs.

other meals : 2 frs.

i '50 frs. per 100 kos.

4 frs -

from 12 to 30 frs. per 100 kos.

15 frs. per 100 kos.

kos. i .

Vi5 to 20 frs.
,,

10 to 15 frs.
,,

1 5 frs.

Reduced to 13 since 1906.
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DECREASED DUTIES.
Per 100 kos.

Cocoa in beans 15 frs. Free.

Cotton thread :

Plain or twisted, un-

bleached, bleached,

measuring ^ ko. ...

20,000 metres 15 frs. 10 frs. per 100 kos.

20 to 40,000 20 to 30 frs. 15 frs.

40 to 65,000 40 frs. 20 frs. ,,

Above 65,000 10 frs. 5 frs.

Dyed, carded, measur-

ing J, ko

20,000 metres 25 frs. 15 frs.

20 to 40,000 30 to 40 frs. 20 frs.

40 to 65,000 50 frs. 25 frs.

Above 65,000 10 frs. 5 frs.

Goat's hair and alpaca \ 20 frs. untwisted\ ,

thread ... ( and undyed / **

Lama, vigogne, and ( 30 frs. twisted \ ,

camel ... ...\ and dyed / **

Woollen thread corded 20 to 30 frs. 5 frs.
,,

combed 20 to 30 frs. 15 to 25 frs. ,,

Old iron ... ...0*50 per 100 ko. free

Rough castings ...o
-

5o ,, O'2O
,,

iron and pud-)
died iron ... ..>5

Rough cast steel ...0-50 o 30
Slabs and blooms ...o

-

5o ,, 0-40
Rollers and plates ...I'oo ,, o'6o

Cotton tissues (very detailed designation). Diminution of 20 to $0%.

With the object of protecting the growing margarine

industry, a duty was levied on natural and artificial foreign

butters. This industry is no longer in its infancy ;
it

has gone on developing, and has arrived at what we may
call its adult stage. But we cannot help expressing the

opinion that the time has arrived for the abolition of the

duties, and that, far from being weakened by such a step,

this industry, stimulated by foreign competition, would go
forward and prosper. The reduction of the price of mar-
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garine would benefit the entire population and more

especially the working classes. The tax on flour constitutes

a compensating duty introduced in presence of the tempo-

rary French regime of admitting grains destined to be

ground and then re-exported. This regime secured for

French competitors an indirect export premium. On the

other hand, the duty on cotton thread, castings, and other

goods was decreased. We shall, in due course, see the

effects of this measure, but we must bring this already long
examination of the Belgian customs system to as speedy a

close as possible.

While the tendency since 1895 up to the present day
has been protectionist in character, it should be remarked
that the way is not altogether closed to Free Trade ideas.

Let us, in this connection, mention certain special powers

granted to the Ministry of Finance :

(1) In virtue of the law of 1895, that Ministry may, in

the interests of the industry, include among the various

articles paying only 5 per cent, articles classed under the

heading of
' '

Haberdashery and Hardware ' : on which the

duty amounts to 13 per cent. necessary to the completion
of other articles. At the present moment, there is a host

of general headings, comprising a long list of articles and

accessories of the most varied nature which benefit by this

favour.

(2) Under a law of 1896, the Ministry of Finance is

allowed to include in the same category such articles as

are taxed more heavily under another heading in the

customs tariff, and which are intended to be adapted to

machines, apparatus, or tools, or to be used as accessories

to such apparatus.

(3) Since 1899, materials used in the building, orna-

mentation, rigging, and fitting-up of vessels and steamers

may be imported, under certain conditions, duty free.

(4) We must likewise bear in mind that, under Article

40 of the law of March 4, 1846, dealing with bonded goods,
no tax is levied on such articles as are imported into
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Belgium for the purpose of completing their manufacture,
and which are subsequently re-exported. This means
unrestricted importing, on the sole condition of re-exporta-
tion. Thanks to this measure, a large number of workmen
are engaged in important and wealthy industries, the

object of which is to simply transform certain articles of

commerce. This is another instance of the material and

moral benefit which a country may derive from the wise

application of measures of liberty. Subjoined are statistics

snowing the encouraging results of this system in 1906 and

1907 :-
Imports. Ke-Exports.

Y Quintity Value Quantity Value
in kilogs. in frs. m kilogs. in frs.

1906.. 206,253,073 51,288,415 176,235,971 62,979,864

1907.. 198,300,083 50,627,461 165,351,022 64,622,029

These figures may appear paltry in comparison with those

of our total commerce, but they should be taken in con-

nection with the representative figures of the goods taxed

with an import duty (see final table).

In recent years further liberal measures have also been

introduced. The abolition of the tax on tea, for example,
in 1897, a similar step in respect ot unroasted coffee in

1903, and an important reduction of the tax on sugar in

1903. This latter was a consequence of the Internationa!

Sugar Convention of March 5, 1902. The tax in Belgium
is now only 20 francs per 100 kilogs., plus a surtax of 5 f. 50 c.

The consumption of sugar has, therefore, progressed in a

noteworthy degree.

1898 .. .. 19,412,440 kilogs.

1899 .. .. 20,196,111

1900 .. .. 21,791,216

1901 . . . . 33.83&.996

1902 . . . . 35>95'6o9
1903 . . 7.33.29o

83,264,755

77,775,620
82,688,241
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We will close this historical summary by mentioning
the treaty concluded with Germany in 1904. The new
German tariff still further accentuated the Protectionist

character of the existing regime ; but, nevertheless, Belgium

maintained, on the whole, the bases of her existing tariff,

thus once again giving practical expression to her desire to

follow the doctrine of Free Trade as closely as possible.

In accordance with the specified programme of the

Congress, we will now briefly deal with the question of the

influence exerted by a decrease or an increase of the tariff

on a well-defined present-day industry.
The law of 1895, to which we have made lengthy allusion

above, lessened the duty on cotton thread to a considerable

extent to as much, in fact, as 50 per cent. (For the

exact figures, see above.)
This measure gave rise to numerous complaints ;

it was

urged that our spinning works could be closed and our

spinners ruined. It is interesting to observe the actual

results of the application of this measure.

(For table giving statistics of the imports and exports
of cotton thread before and after 1895 see Table F on

preceding page.)
We observe an appreciable, although only logical,

increase in imports, but the rise in exports since 1895 has

been even more marked and better sustained. If this

means anything, it means that the output of the country
has enormously increased.

Up till i86i,when dues averaged I f. 12 c. per kilog.,

there were 550,000 spindles in the country. From 1861 to

1895, when the dues averaged only 22 c. per kilog., the

number increased to 800,000. From 1895 to the present

day, with the duties further reduced to 15 c. per kilog.,

the spindles number 1,100,000. The capital invested in

spinning mills to-day is estimated at 7o,<x>o,o<>o f. The

workpeople number some 10,000.
Let us take another example in connection with this

law of 1895. Previous to that year, rough castings were
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taxed at the rate of 50 c. per 100 kilogs. Since then the

duty has been reduced by 60 per cent., the present rate

being 20 c. In this case, likewise, there were plenty of

complaints and wailings about the sad future in store for

Belgian blast furnaces. But, as the following table shows,

Belgian industry, far from suffering, has gone on progressing
ever since. As a fact, this important trade has drawn its

supplies, in a large measure, from the interior of the

country, which proves that our own manufacturers of

castings are well able to compete with foreigners, in spite

of the considerable reduction of the import dues. These

figures speak for themselves. It is regrettable that, in the

face of such striking proofs of the efficacy of commercial

liberty, such unjustifiable protectionist measures are kept
in force.

TABLE G.

ROUGH CASTINGS.

(Castings for Moulding, Refining, Bessemer Steel, Thomas Steel, and

Special Steel Castings.)

Years.
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Let us briefly refer to the question of meat, which shall

form our third and final example. Import duties on

animal products were re-established by the above-mentioned

law of June 18, 1887. This law is not merely concerned

with the question of duties, but it also stipulates that fresh

ni' ; it shall not be imported into Belgium except in the

form of whole beasts, half-beasts, and fore-quarters, and
that the lungs are left in the carcase intact. (This stipula-

tion was applied to sheep in 1892.) On the other hand,
the law of December 30, 1888, concerning the sanitary

regulations for domestic animals empowers the Govern-

ment to take the necessary steps for preventing infectious

disease entering the country. In 1895 a regulation was
introduced for the

' '

tuberculination
' '

of cattle not intended

for immediate slaughter on arrival at the frontier. This

is tantamount to a quarantine.
All these troublesome measures have combined to

seriously check the importation of foreign cattle. The

expense connected with the formalities of importation is

calculated by competent authorities at from 50 f. to 70 f.

per head. Let us hasten to add that quarantine cannot

be defended for a moment. It is powerless to prevent the

propagation of epidemic disease such as aphthous stomatitis

and tuberculosis. In Belgium, unfortunately, the latter

affection is a permanent scourge. Neither can it be said

that the import dues have only been levied as a sanitary

precaution.
Horses are not taxed when entering Belgium. Neither

are fowls. Yet these animals are subjected to inspection.

Why not deal with oxen and other animals intended for

human consumption in the same way ?

One thing is certain, and that is that barely 200 Belgian
breeders take advantage of this blameworthy protection.
On the other hand, the dearth of meat affects the whole

population of the country, which amounts to 7,000,000 souls.

The subjoined table gives the average cost price (noi-

the selling price) of meat since 1860 :



TABLE H.
AVERAGE PRICES OF MEAT (PER KILOG.) IN BELGIUM.

ARITHMETICAL AVERAGES OF PRICES.
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If the present customs regitne continues, and if the

urces of the people are not reduced, prices will mount
more and more in proportion as the enormous addition to

the population reaches a meat-eating age.

It has been justly and often remarked that food taxes

are felt by the masses more than by any other class. This

statement is easy to verify. Take a working-class household,

which, in the course of the week, consumes 2,500 grammes
(equal 6 Ib.) of meat. Reckoning the increase per kilog.

at 35 centimes, we find that the annual expenses are

increased by 45 francs 50 centimes, a serious item in a

working-class budget.
Mn, The unsatisfactory results of these protectionist measures

should serve as a warning for the future.

If, in spite of multiple obstacles, our industry has hither-

to not only succeeded in maintaining its position, but has

also gained ground, it would seem that the following cir-

cumstances have played an important part in that develop-
ment :

(1) The free importing of raw materials, to which must
be added the temporary free admission to which we have

already referred. This system of free imports enables

our manufacturers to obtain their supplies cheaply.

(2) The comparative cheapness of labour. To what

can this be due, if not to the relative cheapness of

commodities ?

In the first place, the food of the working classes costs

but little. Articles of tirst necessity, such as cereals, fresh

lish, eggs, vegetables, potatoes, and drinks sucli

tea, and" unmanufactured cocoa arc not taxed. To tins rule,

meat is the only exception.
In the second place, textile matenals are nut taxed

;

tliis~TaciliUites the manufacture of tissues, and clothing

consequently leaches the "purchaser at a very reasonable

figure.

Raw hides being also among the free imports, our tanners

are able to compete under the inost_favourable economic
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conditions; and boots and other leather articles can be

placed within the purchasing power of ^ven the humblest^
Finally, a large

"

numEer_pY The: materials used in the

builTtmgtrades are~exemptfrom import duty. This helps
to rendeFhous^-roomrcomparatively ciTapTwhil^asimiia.r
economy is noticeable in respect of heating and lighting,
thanks to the' free importation of coal and petroleum.

We have, we venture to think, said enough to show the

direct influence which the customs tariff exerts on the

industrial, agricultural, and material conditions of life in

general of our country.

It is to this regime of liberty, which has been in force for

several years, that Belgium owes the proud position which

she occupies in the commercial world of to-day.
We have shown the main features of this regime in the

form of statistics. In this connection we have received

invaluable help from the excellent statistical organisation
of our department of finance, whose tables have rendered

the present paper possible. In this way we have been able

to show the quantity and value of goods which are admitted

into Belgium free of duty, as well as of those imports which

are subjected to a tax.

TABLE J.

SPECIAL IMPORT COMMERCE OF BELGIUM IN 1907.

Duty free goods

Taxed goods

Total
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Mr. RUSSELL REA, M.P.
(Englandj, submitted a summary

of the following paper :

THK Free Trade theory has been consistently applied to the

international commerce of the United Kingdom for the

last sixty year?, but it would be incorrect to say it ever

obtained a complete universal acceptance even in this

country. We have always had a Protectionist faction.

The agriculturists, landlords, and farmers have always
looked back with regret to the days when the importation
of corn was taxed, and when the undeveloped condition of

transport by land and sea restricted our importations of

other articles of food almost entirely to the produce of

other climates
;

and during the past thirty years this

faction has been reinforced and strengthened by a section

of our manufacturers who have desired and agitated for

the imposition of protective duties on imported manu-
factured goods, a few because in their special trades they
have met with some effective competition in the home
market from foreign manufacturers of similar goods, and

many more because they have found their export trades

checked and hampered by the imposition or raising of the

duties on their goods in foreign countries, and they perhaps

naturally desired to find some means of striking back and

giving a blow for a blow, without realising the broad

economic consequences of such a poliry on our international

trade as a whole.

But throughout the whole of this period the great mass

of our labouring populations have been steady supporters
of a Free Trade policy, and not least so the agricultural

labourers and workers in rural industries, whose condition

has been so greatly ameliorated by the low prices of foods

and the general advance in the wages of labour. The

degree of the general acceptance and support of our Free

Trade policy in Great Britain has been shown by the fact

that, in spite of all the changes of governments due to our

party system, no attempt has been made by any Govern-



27H

ment to revive Protection in any form. When, in 1852,

for the first time after our Free Trade revolution, a Govern-

ment was formed consisting of men who had been the

foremost defenders of Protection in the former period, not

only was no such attempt made, but any desire to do

so was emphatically repudiated.
" Whether Protection

be right or wrong," said Mr. Disraeli, "it is dead and
damned." And from that time the producers and traders

in this country have had the advantage not only of a

consistent trade policy, but the absence of any disturbing
element of doubt as to the persistence of that policy. For

more than fifty years, until the last General Election of 1906
the voice of the Protectionist, though not unheard, was a
"
quantite ngligeable

' :

in our elections, and without

influence on national policy.

British Free Trade is a singular phenomenon in the

world, and appears to me to be worthy of study and

analysis, apart from the soundness of its theoretic economic

basis, for great populations are not governed by economic

principles, sound or unsound. Further, the theory of Free

Trade, we must acknowledge, does not appeal to the natural

uninstructed person ;
its benefits are diffused and general,

its inconveniences are personal and visible
;

the theory of

Protection, on the other hand, as popularly presented,

appeals to every unregenerate sentiment its benefits are

personal and particular, its inconveniences diffused and

invisible to the vulgar, and it gives infinite play to the passions
of private greed and public revenge. How, then, came

about the adoption of Free Trade by the English people, and

what has caused their faithful adhesion to the practice ever

since ? It is easy to understand this fidelity during the

first twenty years, when the principle of free international

exchange of commodities was apparently winning an

increasing measure of acceptance throughout the world,

and it was in harmony with what appeared to be the uni-

versal sentiment and the general stream of tendency.
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But after this period came the American and Franco-

German wars, -when tho tide turned, and nation after

nation, not only the great Powers of Europe and the United

States, urged on by military and revenue needs, but the

smaller countries, such as our own colonies, impelled by no

such necessity, deliberately adopted a nationalistic protective

policy, and from time to time added to the severity of

their protective tariffs. Nevertheless, we see that during
this second period this country not only persevered in the

faith and practice of Free Trade, but until the last General

Election in 1906 a Free Trade policy was accepted practically

without question by the people.

It is common for the Protectionist in Protectionist

countries to represent Great Britain as an experienced and

astute old campaigner in the field of international com-

merce, which they regard as a field of economic warfare.

They describe this country as pursuing a steady and selfish

policy with Machiavellian craft and absence of scruples.

In the light of this preconception they read our commercial

history. England, they say, was the most savage of

Protectionists until she had built up an invincible manu-

facturing supremacy, and then she turned Free Trader, and

blandly invited all the industrially less developed nations

to enter the arena and try conclusions with her. England,

they say, was remorseless in striking at the maritime

supremacy of Holland by Cromwell's celebrated Navigation
Act of 1651, but her conduct was no less selfish, both in

intention and effect, when she threw open her ports and

colonial trade, and abolished the Navigation Laws in 1849.

Her motive was as little changed as that of a military

commander who takes refuge behind the defences of a

fortress when he is weak, but takes the offensive in the

open field as soon as he is strong. The policy of England
is represented as constant and consistent, selfish and un-

scrupulous, astute, and (tho word has been heard) per-

fi lious. Even our little economic club, the Cobden Club
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has not escaped this microscope of suspicion. A myth has

gained currency, and I am told there are actually people
who believe it, of the existence of Cobden Club gold and
secret funds used to corrupt the virtue of the more simple
and feeble foreign Protectionists. Our foreign members and

friends may be amused in their turn to learn that on the

very highest authority among our neo-Protectionists in this

country they have been held up to the popular fears as

powerful and maleficent beings, poisoning by the unscrupu-
lous use of foreign gold the spring of our patriotic protective

renaissance.

Economics, we see, like history and theology, has its

mythology. The image of an England preternaturally
astute and preternaturally selfish is not even a caricature of

the truth. Our foreign friends who are students of economic

history know that in this as in other things we are rather

a stupid than a brilliant race, and have been rather lucky
than wise. Pure economic science has never yet ruled the

policy of politicians and of states, and Adam Smith was a

voice crying in the wilderness for eighty years, until a

fortunate combination of national misfortunes paralysed

opposition, and enabled the classes, which clearly saw that

they, as classes, would gain by Free Trade, to triumph over

the classes which imagined that they as classes would

suffer. It was these partly blind arid mostly selfish forces

as much as or more than any clear economic vision pro-
duced by the preaching of Cobden, which lifted us in one

decade, from 1842 to 1852, almost without our realising

how, out of a morass and jungle of protective duties,

colonial preferences, and navigation restrictions, far more

entangling and paralysing than the present systems of

France, Germany, or America, and placed us on the bed-

rock of Free Trade, with a clear sky above us, and the world

before us. We may be said to have fallen into Free Trade,
as an eminent historian of our own has told us we blundered

C"

into Empire,
"

in a fit of absence of mind."
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" Non nobis Domine " should be the sentiment of the

British Free Trader when he meets face to face his Free Trade

brothers from other lands, who are still fighting the battle

with varying fortunes, and under harder conditions than he

or his father had to face.

Protection was and is associated in the minds of the

English people with the taxation of corn. Free Trade

meant for them free im orts of food. In other countries

Protection, at any rate in its earlier stages, has meant the

taxation, not of the primary necessaries of life, but of the

luxuries, the secondary comforts of life, and of machinery
and other articles not for direct consumption at all. The

promoters of the Free Trade movement in England appsaled
direct to the elemental motive of the visible self-interest of

the majority, and in this they were more fortunate than

their foreign co-workers. It must be admitted the argu-

ments it was then necessary to put before our countrymen
were simpler in character, and of more direct and visible

force, than those which it is necessary to use in other

countries. And, as it was not the cold light of abstract

economic truth which guided our fathers into the path of

Free Trade, so it has not been by any conscious intellectual

process that their sons have been kept from wandering
from it. It has been the constantly recurring demonstra-

tion of the years as they have rolled by that Free Trade

has ' *

paid
' '

in the past, that it
' *

pays
' '

here and now
in the circumstances of the moment, and that it furnishes

the best equipment for facing the future. The average

Englishman accepts the reproach of the world that he is

illogical, not only without resentment, but even with some

degree of self-satisfaction. He says, if he is not logical it

is because he is
*'

practical." He is not governed by
dogma, he loves compromise, and his steadfast adherence to

Free Trade is an unusual example of consistent and logical

conduct on his part. It has been justified to him not so

much by witness of his brain as by that of his eyes and
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his stomach, by the food he eats, the wages he draws for

his work, and the quantity of things he can buy with

them.
; For the first part of our Free Trade period, for twenty-

five or thirty years, all are agreed our new Protectionists

equally with Free Traders that the policy associated with

the name of Richard Cobden was entirely successful
;

our

manufactures and our exports expanded uninterruptedly,

following freely their own laws of development. Subject,
of course, to the temporary fluctuations caused by the

alternation of periods of general world-wide activity and

expansion with periods of comparative depression and

contraction, our foreign trade constantly expanded, and

the expansion of each trade was visibly the natural result

of its particular advantage for production, and the energy
and intelligence with which it was conducted. Success was
then clearly according to merit, and success was pretty

widely diffused and shared by all classes. Even the agri-

cultural classes, landowners and farmers, then, as now,
Protectionists at heart, were silenced. The ruin which they
had feared and prophesied failed to descend upon them.

The production increased, agricultural prices, on the whole,

advanced, and the rents of agricultural land went up.

During this period Free Trade appeared to have demon-

strated to the whole people of this country its universal

advantage.
But a new period was about to dawn. English Free

Trade was to be put to a harder proof ;
it had to demon-

strate its advantage not only in the form of a free exchange,
or virtually a free exchange of commodities, but in the

form of what our Protectionists call
' '

one-sided Free

Trade "
a system of free imports from countries which

were one by one endeavouring by duties of constantly

increasing severity to keep out our goods. Germany at

least, so far as Prussia is concerned, had begun the last

century as almost a Free Trade country, so much so that
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William Huskisson, our earliest Parliamentary Free Trader,

in 1825, expressed a hope in the House of Commons that
* '

the time would come when England would follow Prussia's

example." But in 1879 Bismarck definitely committed

Germany to a Protectionist policy, with the support of the

agrarian party, which appears to have abandoned Free

Trade with the first appearance of American imported

grain a few years earlier. With a brief interlude during
the Chancellorship of Count von Caprivi, we have seen this

policy pursued with consistent determination, and Pro-

t lion intensified by the tariffs of 1902 and 1906.

In France, from the time of the failure in 1880 to renew

the Cobden Treaty of 1860, we have seen, and particular

trades in this country have suffered from, repeated changes
in the tariff, in particular those embodied in the tariff of

1892, all in the direction of restricting the imports from

England. In America the tariff imposed during the war

was recognised as generally necessary for revenue purposes,
but it was speedily strengthened for purely Protectionist

purposes, and the McKinley Tariff of 1890 and the Dingley
Tariff of 1897 were expressions of a fixed and purely
nationalistic Protectionist policy in its most extreme

form.

In all our own self-governing colonies wide customs

tariffs necessary for revenue in new countries have been

strengthened into protective tariffs, carefully devised on

strictly national lines, and directed chiefly against the

Mother country.
This great and almost world-wide revival of Protection

has been witnessed and in many cases severely felt by
certain classes of our manufacturers of export goo^s during
the later half of our Free Trade period.

Thus the force of the example of other manifestly pros-

perous communities, and the force of the resentment of

particular classes who had been directly injured, have

combined to produce a certain and partial reaction
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against our former complacent acceptance of a Free Trade

policy, which had become traditional, and to promote a

revival of Protectionist sentiment among our urban

classes.

Coincident with this world-wide revival of Protection,

a period of severe and prolonged agricultural depression

followed one of long-continued prosperity. The unfore-

seen, unimagined development of means of transit by sea

and land, had brought to our shores the food products of

the most distant parts of the earth, at prices which our

agriculturists, without further organisations and develop-

ment of their industry, were not prepared to meet, and not

unnaturally the renewal of a protection not yet forgotten

became their first political aspiration.

It is easy to understand, therefore, and it is impossible

not to sympathise with, both the British exporting manu-

facturer and the British agriculturist thus injured, who

cry to their Government to do something to counteract the

action of the foreign Governments. It is too much to

expect them to follow the secondary and remoter conse-

quences of these foreign tariffs upon British trade as a

whole, and it would be still less reasonable to expect them

to follow the secondary and remoter consequences of any

system of Retaliation or Protection it would be possible to

an English Government to establish. It may be admitted

without surprise that the existence of the present world-

wide system of Protection, directed as it was primarily

against this country, makes the existence of a Protectionist

party in this country natural, perhaps inevitable.

The British Protectionist fixes his eyes upon one pheno-
menon. He sees the passing away of England's monopoly ;

he sees the relative decline of his country's foreign trade.

It may not be declining at all absolutely, it may be in-

creasing. It may even be increasing at a greater pace than

that of any other single country, as has been the case during

the last three years. The Englishman may be doing all
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(la- work he is capable of doing, and selling all lie has got
to sell, but he feels he is no longer alone in the world

; others

have entered the field, they are marching by his side, they
are almost keeping pace. He looks round upon these

new comers whom he calls rivals, and finds they are actually
"

Protectionists." And then an awful doubt of the

universal efficiency of the Free Trade faith in which he has

been brought up assails him. We have kept a monopoly
ol Free Trade, he reflects, and yet in spite of our fidelity we
have not kept our old monopoly of trade in the export of

certain manufacturers. Our new rivals have not only
checked and sometimes annihilated our exports to their

own countries by severe tariffs, but under the shadow

and protection of these tariffs, or notwithstanding the

disadvantages of these tariffs, whichever it may be, they
have built up an export trade in their manufactured goods,
and effectively compete with us in markets which are

foreign to both them and us. Thus, our neo-Protectionist

argues, Free Trade has failed first to convince the world

of the truth of its general deductions, and to convert it to

its practice as its English apostles prophesied it would do

and second, its rejection has not hindered the industrial

development of other nations, and that, not only within

the sphere of their own protected markets, but in the wider

area of international commerce. And statistical illustra-

tions are not wanting to show that Protectionist powers
have increased both their national manufacturing product
and their export of manufactured goods in greater proportion
and in certain years to a greater amount than we "nave done.

In particular and this is the English Protectionist's

favourite example it is pointed out that the production
of pig-iron in Great Britain twenty-live years ago was greatt-r

than that of the United States and Germany combined, while

at the present time it is considerably less than that of

Germany, and less than half that of the United States.

And yet it is precisely during this period that these countries
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have been consolidating their protective systems, while we
have been content to follow blindly our Free Trade policy,

simply because it has become a tradition and a superstition

to our people.

To our foreign guests it must seem ludicrous that people
exist in this country who point to the fact that, in the

infinite expansion of production and international exchange
in the modern world, England has not kept the practical

monopoly which her accidental lead in the cotton and iron

trades once gave her, as proof of the breakdown of the Free

Trade system ;
and still more ludicrous that these persons

imagine and teach that this monopoly might have been

kept or be recovered if import duties were imposed on goods
we do not import, or only import in small quantities. But

humiliating as it may be to Englishmen who value the

reputation of their country for intelligence, we are com-

pelled to make the admission that our new Protectionists

regard the rise of the iron-making industry in Protectionist

Germany and Protectionist America, for example, as a

proof that our fiscal policy of Free Trade has been a failure.

Their ideal is that Great Britain should produce fifty

millions of tons of iron and steel, and be the black country
and ash heap of the world. The claim is sufficiently

ridiculous when carried to its ultimate consequences, and

baldly stated, to be left to the judgment even of the least

instructed, but when such arguments are insidiously

addressed to each separate trade in turn which has ever

suffered from a foreign Protectionist tariff by an organised

propaganda, pervading the country, and anonymously

subsidised, the phenomenon of a British Protectionist party
ceases to be a mere psychological curiosity, and becomes a

political factor of importance.
This new situation lays upon us Free Traders a renewed

necessity to keep burning the torch of economic truth in

this land, and to prove that the policy adopted by our fathers

has justified itself by the experience of the last thirty years
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of our Free Trade regime as much as by the experience of

the previous thirty years. Abstract deductive arguments
will no longer suffice. We have to show that the British

system of Free Trade adds to the present efficiency of the

national industrial organism, and, in comparison with any

possible system of State regulation of foreign trade by
protective tariffs and preferences, gives a greater national

product, secures a better distribution, more and more

regular employment, a higher scale of consumption, better

conditions of labour, and generally a more civilised life for

the labouring population. Above all we have to show that

a system of free imports gives greater efficiency for com-

petition, and enables us to retain a position in international

trade in comparison with other countries far beyond that

to which we should be entitled by our population,* or internal

resources, our intelligence, or our enterprise. And yet to

one who surveys our trades as a whole, it is not difficult

to show that in the wise words of Sir Robert Peel, the best

way to meet foreign protective tariffs is by a policy of
**

free imports," that this policy, then untried, and adopted

by him as the result of abstract deductive reasoning, has

justified itself even by the experience of the last generation,
in which certain of our export trades have suffered blow

after blow by the imposition and strengthening of foreign

tariffs designed to injure them.

The first portion of our Free Trade period, during which

the wisdom of that policy from the British point of view

was and is still admitted by all, may be said roughly to have

extended from 1849, when the law abolishing the corn taxes

came into full operation, and the navigation laws were

repealed to 1879, when Germany definitely adopted a

systematic scheme of Protection, and the Cobden Treaty
with France expired.

A comparison of our export trade during that period
with the twenty-eight years which have succeeded shows

that, although impositions of Protectionist duties directed
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against our exports have crippled and destroyed particular

export trades
; and, although our export trade to certain

countries has been in certain cases seriously curtailed at one

blow, yet our total export trade has not only expanded
as a whole, but it has expanded to a greater extent during
the second period than it did during the first. From

1849 t 1879, in thirty years, our exports of British mer-

chandise increased from 64 millions in value to 192 millions,

but in the succeeding twenty-eight years they expanded
to a still greater extent and reached last year (1907) the

unparalleled figure of 426 millions. This growth is not

entirely or chiefly by the substitution of new countries and

neutral markets for our old customers. It is with our old

customers in our old markets to an equal extent. This

apparent failure of foreign adverse tariffs to injure our trade

as a whole leads us to an examination of the secondary
effects of foreign Protection of British trade, and this

examination discloses economic reactions of Protection un-

dreamed of by its authors, and compensations to this

country which have led many Free Traders among us even

to doubt whether the lot of a single Free Trade nation in a

Protectionist world is not one of actual advantage. Pro-

tection injures the nation which imposes it, doubtless

it is injurious to the world as a whole, but whether it injures

more than it benefits Free Trade England is a question
more difficult to answer.

We admit that in consequence of the action of foreign
states our industries, as they exist to-day, are not of the kind

they would have been under a system of universal Free

Trade. They are not what they would have been if we had
never abandoned or had returned to a Protectionist system.

They are something which differs from both. They are the

product of
' '

one-sided
' '

Free Trade free imports from

countries which impose heavy duties on nearly all the goods
we have to sell to them, and they show a different distribu-

tion of capital and labour from that which would have been
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the case cither in a Free Trade world or under a system of

Protection in this country.

The extent to which they differ in the broader cate-

gories of industries from what they would have been under

a system of free exchange is, however, much exaggerated by
Protectionists and by Free Traders too. The more advanced

nations economically and industrially are inevitably coming
more and more into line. The aggregation of the people
in towns, the rise of new manufacturing populations, the

decline in the relative importance of agriculture, are pheno-
mena common to them all. These great and general move-

ments are much less affected by tariffs than Protectionists are

apt to suppose. They are the effects of modern forces far

more powerful than any national fiscal policy. In the

later part of the period we are considering England has

witnessed other nations passing through the same phase of

economic development she had experienced a generation

earlier, and one by one coming into line with herself as manu-

facturing Powers, producing similar articles, and com-

peting with her in the same markets. This revolution in its

broader lines of progression would have been inevitable under

any fiscal system. The rise of manufacturing industries

in other nations than England on something like their

present scale was clearly on their destined line o! economic

development.
The protective tariffs of other countries, which were

intended to stimulate this movement, are now proilucing the

bad effects on certain trades in this country, for which

they were doubtless designed, and are failing, as they always
fail in countries whose industrial development is reaching
an advanced stage, to produce the effects which their

authors appear to consider good. They have the smallest

effect, probably no appreciable effect, in determining the

distribution of the jwpulation of an advanced country, such

as France or Germany, between manufactures of some

kind and agriculture, between towns and country, but they
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do determine the particular manufactures in which a portion
of the capital and labour of a country shall be employed.
The nationalistic Protectionist politician decrees that a

portion of the capital and labour of his country shall be

diverted to particular industries. These industries come
into existence. The articles invariably selected for a pro-

tective taxation are the particular articles which we English
are supplying in the greatest quantities, and apparently
with the greatest profit to ourselves. Thus one British

manufacturer after another has seen many of his markets

restricted and some lost entirely. He has seen that foreign

Protectionist Governments, by the imposition of Protec-

tionist tariffs, not only determine the distribution of capital

and the employment of labour in their own country, as

I have said, but in our country too. In their own country

they do this in a manner which their fellow-countrymen

approve, as apparently for their advantage, but as regards
our country they do it in a manner which is certainly an

immediate, and sometimes a permanent, injury to indi-

viduals and individual trades, and their express and avowed

object is to injure. The particular classes injured, doubt-

less, see nothing but their injuries, but we have to look

further and trace the secondary consequences, and estimate

the final results.

Unrestricted international trade, universal Free Trade,
would naturally lead to the greater differentiation of employ-
ments as between nations, each nation tending more and more
to confine its activities to the production of the particular

articles for which it is best suited, to the great increase of

the total wealth of the world. The nationalistic protective

system adopted by nearly all countries is deliberately

designed to defeat this national differentiation. Its aim is to

produce everything which is used in a country in that

country. So far as it succeeds, it checks the specialising of

countries as the producers of one or two things. It is in-

tended to give, and it does give, at some economic sacrifice,
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a greaU-r ran.m' of employment, and a greater variety in the

character and the lives of the people of the country adopting
that system. It must also be admitted that the Protec-

tionist policy of other countries has had a similar effect on

this country. It has prevented the concentration of our

activities- into half-a-dozen "staple" industries, the

produce of which would, under universal Free Trade, have

been freely absorbed by nations engaged in specialising

themselves in other directions, and has forced us also into

a greater range and variety of employments. The direction

of our activities has, therefore, been in considerable part de-

termined by the action of others, and that the deliberately

hostile action of Protectionist states. And thus, after this

disturbing experience of the last thirty or forty years, we
are in a position to judge to the effects of the

"
one-sided

"

Free Trade.

It might plausibly be argued on * '

a priori
' '

grounds
that the country constituting a severe protective system
would select and seek to introduce, and to encourage by
Protection the most desirable industries

; that therefore

the particular industries in this country which would be

most injured by their protection would be our most desirable

industries, and, as a consequence, that capital and labour

forced out of these most desirable industries in this country,
or perhaps, rather, capital and labour which would naturally

have been absorbed in the expansion of these industries,

would be forced into other and less desirable industries.

However apparently logical this
' '

a priori
' '

deductive

argument may be, the facts disprove it, or rather show that

other and stronger forces counteract and balance the efforts

of foreign Protectionist countries to deprive us of our best

trades. This great fact is clear to an impartial observer.

We stand to-day, after foreign countries have done their

worst to check their imports from us, with an industrial

organisation engaged in the production of articles of higher
and not a lower class, on the average, than those of our old
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staple trades. We stand with an industrial organisation

equal to the employment of our whole population. In times

of good trade our labouring population is insufficient to meet

the demand for "hands." Such unemployment as then

exists is due entirely to loss by "economic friction," to

defective industrial and social arrangements, and even

if it were of a kind which could be utilised in those industries

which are rapidly expanding, it would not suffice to supply
the demands of employers who at such times are seeking
workers. When bad times come arid unemployment

increases, it appears so far as the imperfect statistics of

employment available warrant a conclusion, to be a visitation

of less severity here than in the manufacturing districts of

countries with a protective system, and in particular less

severe than in the protected industries in those countries.

But not only is our national industrial organism equal to

the employment of our whole population in some fashion

at some wages, our workers are paid higher nominal

wages, and much higher real wages than those of any other

European country. And this, surely, is the best test of our

manufacturing position as a nation, and of its stability.

Within the circle of my personal acquaintance I can name

manufacturers who tell me they could at any time double

their production and export it all if they could engage
labour at Continental rates.

What, then, is the secret which has enabled this country

so successfully to adapt itself to a changing and hostile

environment ? The whole secret is our policy of
' '

free

imports." Free imports, by giving us every form of raw

material, every semi-manufactured article, every finished

article, every foreign tool and machine, has enabled us to do

four things.

First, it has enabled us to a great extent to surmount

the wall of foreign tariffs, and still to export our goods in

competition in his own country, with the protected manu-

facturer, who in many cases is as much handicapped by thq
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weight of the protective duties he has to pay on the elements

of his production as he is benefited by the protection of his

finished product.

Second, it has enabled us to maintain our supremacy in

tin neutral markets of the world.

Third, it has made this country the cheapest area for

the establishment of those new industries which the pro-

gress of science and civilisation is constantly creating.

Fourth, it has thrown into our hands great international

trades which, from their nature, are incapable of being

effectively protected, such as the shipping trade of the

world, and those numerous commercial and financial inter-

national services which we do not perform for nothing.

To an audience of convinced and well-instructed Free

Traders such as this, whose opinions are founded on know-

ledge both of the principles and facts of international trade, it

is not necessary to labour to prove these four points in detail.

Any careful analysis of the official statistics of our foreign

trade for the last sixty years will convince the student that

they are founded on abundant evidence.

As illustrations of the first, that our cheaper production,
with the advantage of free imports, enables us to surmount

the barrier of foreign taiiffs, I will give two examples which

have come under my own observation during the last few

weeks. A leading spinner of fine yarns in former times did a

large business in France and Switzerland. Successive

additions to the tariffs of those countries destroyed his

business, and he closed his agencies. Under the stimulus

of more intense competition, and with the advantage of free

imports and the best machinery bought at the lowest

price, he has so cheapened and improved his product that

the manufacturers of the finer goods in those countries

have again sought him out, and, without the intervention

of the agencies lie formerly employed, his trade with France

and Swit/erland now exceeds that of the IKTICK! of low duties.

The other illustration is that of a friend and neighbour of my
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own, a maker of a class of machinery in which he has no

monopoly or other advantage than the cheapness and
excellence of his goods. He has given me particulars of his

exports to France, Belgium, Germany, and Austria, showing
an extensive trade increasing year by year in spite of

duties ranging from TO per cent, upwards.
The proof of my second point, that we maintain our

supremacy in the neutral markets of the world, is found in

the general trade statistics of those countries. The
countries of the continent of Europe import largely from

China, India, Australia, and the Argentine, but they cannot

pay for these imports by the direct exportation of the

goods these countries want in competition with English

goods. In great part, as the tables of imports show, we

pay by our exports to these neutral markets for the con-

tinental imports, and they pay us, to our double profit.

My third contention, that, notwithstanding our higher

wages, this country furnishes the most advantageous area

for the establishment of new industries, is an obvious

deduction from one of the most conspicuous phenomena in

our industrial life during the last few years. On all hands we
see the establishment in this country of new works by foreign

firms, and these generally firms of the highest class and

most extended trades. For their own country, under the

shadow of their protective tariff, their original works suffice,

but when they aspire to produce for the world, and have to

surmount the tariff walls of other countries, then they
find fhey must produce under English conditions, and they
come here to do it.

But the greatest advantage of the country of free

imports is that I mention, fourth, that into its hands fall

the great international trades which, from their nature,

are incapable of being effectively protected. These trades

consist rather in the performance of international services

than in the export of material goods.
This country is the free market for all goods of all
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nations, and this has made it the international clearing-

house for the international balances of trade of all the

world. An enormous preponderance in the organisation

and conduct of international trade has thus fallen into

our hands, such as the finance, the insurance, the com-

missions and brokerages, and the merchant's profits ;

above all, the building, the owning, and the operation of the

merchant fleet. In merchant shipping and shipbuilding we
had no conspicuous lead among the nations sixty years ago.

To-day it is not with that of any other country we can t

compare our merchant marine, but with that of all other

countries together ; and in this comparison we find that,

although the rest of the world put together can show a

slight excess of tonnage, yet in quality, in efficiency, and total

money value the balance is greatly in favour of this country.
Our total foreign trade is not one-sixth that of the whole

world, but we carry in our ships, not one-sixth, but one-half,

of the trade of the world. We do more trade between foreign

port and foreign port, trade which never touches this country
at all, than we do to and from our own ports. This ship-

ping is our largest as it is our best trade, it distributes a

lar greater sum in the form of wages than any other industry,

and these for the most part to the most higlily skilled

and best paid portion of the industrial population. It

would be absurd to attribute this supreme position to the

superior skill, energy, or aptitude for the life of the sea

possessed by the Englishman over the foreigner. Under

the regime of Protection, such measure of these qualities

as he possesses failed to produce this fruit. The shipping

supremacy of England is the creation of her Free Trade

period, and the direct result of her Free Trade policy,

assisted greatly by the Protectionist policy of other nations,

which have one by one seen the growth of their tariff accom-

panied by the decline of their shipping register. The

apparent exception of Germany is in reality a striking

confirmation of this fact
; for in Germany the building
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and working of ships are conducted on a Free Trade

basis.

Under all circumstances, and in all environments,

sympathetic and hostile alike, whether those of free inter-

national exchange or those of "one-sided" Free Trade,

we have found our Free Trade policy justified. Those who
believe in the truth of the Free Trade theory look forward

to the universal triumph of economic truth in some day which

is to come. But we in this country who have practised it

even in a Protectionist world, have found that. Free Trade,
like godliness, is profitable to us

"
in this life, which now is

' !

as much as in that life of real Free Trade which we believe is

to come.

The writers of these papers for the International Congress
have been requested by the committee of the Cobden Club

to give some account of the position and progress of the

Free Trade movement in the countries for which they speak.

In alluding to England I must reverse the process.

There is no Free Trade movement in this country. Free

Trade is fixed, settled, established, and, I believe, immovable.

In Great Britain there is a Protectionist movement, and

it is to this I must refer for a few moments.

The history of this movement is an interesting study
in political pathology. The agrarian party in England,
unlike the agrarian party in Germany, has always been a

Protectionist party. They advocated pure Protection, naked

and unashamed, Protection simply for British agriculture.

They represented in its most intense form the spirit of

Conservatism, social, political, commercial. To them the

interests of agriculture represented the interests and the

right of the rightful ruling class, and they looked back to

the years of war at the beginning of the last century when
the people starved, and corn rose to 126 shillings a quarter,
as to a golden age.

T\venty-five years ago, with the revival of Protection

abroad, a small party of Protectionists, under the name of
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Fair Traders, arose among our manufacturing classes.

Their impelling motive was resentment, and their object

rather retaliation than a perfect system of national Protec-

tion. These two factions in the public estimation were

rather two groups of eccentric persons than a serious

political party, and their arguments as popularly presented
were for the most part mutually destructive.

The sudden adhesion of a statesman of the unique

authority and seductive eloquence of Mr. Joseph Chamber-

lain in one day changed the political situation. By his

revival of colonial preference an essential and most mis-

chievous part of our old fiscal system, but one which had

passed out of the minds of the people as part of his pro-

gramme of Fiscal Reform, he covered the repulsively selfish

features of naked Protection with a veil which was attractive

to thoughtless, patriotic, and Imperial sentiment.

The old controversy which we thought dead, revived,

and for five years has raged again through the length of

this land.

Three principal events have marked its stages.

First. The General Election of 1906, fought almost entirely

on this issue, which proved the overwhelming force of the

attachment of the democracy of this country to Free

Trade.

Second. The action of the Colonies, which killed any newly
awakened enthusiasm for colonial preference. The Colonies

have given us clearly to understand, as it is entirely within

their right to do, that preference or no preference they
mean to continue to develop Protectionist tariffs on the

narrowest nationalistic that is, Colonial lines. They have

showed us that they regard a system of Imperial preference,

not as giving them an opportunity to make an advance in the

direction of Free Trade within the Empire, but as presenting
an occasion for increasing their duties on the goods of

other foreign countries.

Third. We have seen the revival cf Protection cstab-
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lished as the principal item in the political programme of

the Conservative party.

It is this last event which gives many Free Traders

some grounds for doubt and apprehension of the future.

They say that sooner or later it is certain that in the changes
and chances of our political life the Conservatives will return

to power, and with them will come the end of our Free Trade

period in England. Personally I regard these apprehen-
sions with complete composure. Doubtless the Conserva-

tives may return to power, but if they do, it is extremely
uncertain whether it will be with a mandate to destroy the

integrity of our fiscal system. But should such a Parliament

with such a mandate be returned, my composure would still

remain unshaken. The most sanguine of our Protectionist

agitators recognise the fact that the real difficulties of

their task would then begin.

In 1877, when Bismarck contemplated the increase of

duties and general development of the protective system of

Germany which he carried out two years later, he spoke of

the task as a "Herculean labour." Prince Bismarck

was a Hercules, and did not shrink from tasks to which

only he was equal. But the construction of the tariff

of 1879 was easy compared with the task of destroying
the Free Trade basis upon which British commerce and

industry are built.

In 1880, German foreign commerce was considerably
less than a third of what our foreign trade reached last

year. At that time Germany was practically a self-feeding

state, and her industries were for the most part infant

industries. She was in the stage of development Friederich

List defined as that proper for Protection. The imposition
of the tariff of 1879 added considerably to the burdens of

the .consuming population, but it did not upset the whole

fabric of an immense and complicated industrial and

commercial organisation. Yet Bismarck considered it

a Herculean task.
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The difficulty of any extensive re-arrangement of a

tariff is great, but the difficulty of any re-arrangement
which involves a reversal of a national fiscal policy is almost

insuperable, and can only be accomplished in response to

a great national movement. Thus it is that the rulers

of nations once committed to Protection can with com-

parative ease add gradually to the severity of their duties,

but find themselves unable, in the face of the interests

built up by Protection, to reverse the process.

The whole of the splendid fabric of British industries

and commerce rests on a Free Trade basis. To overturn

and reconstruct this stupendous edifice upon another

foundation is a task compared with which the Herculean

labour of Prince Bismarck was the pastime of an infant.

No partial Protection would be tolerated by Pro-

tectionists Protection for agriculture without Protection

for manufactures, or vice versa. There could be no favoured

categories of industries at the expense of others. I believe,

and have no doubt, the British trades, in their infinite

multitude and variety, with freedom of purchase from all

the world, would thoroughly awaken for the first time

when they saw a general tariff take visible form before

their eyes. It would be to them a new thing. Even the

manufacturers who vaguely clamour for Protection for

themselves would fall away when they saw the cost of it

definitely tabulated and presented to them for payment.
And above all, the great consuming public who could get

nothing directly out of Protection for themselves, a majority
in this as in every nation, would certainly refuse the sacri-

fice when the actual demand came.

There is no other country in the world in which popular

opinion is so quickly effective in controlling Government

action as it is in this country, and in such a situation as

I have described I l>clicvc a Protectionist Government

majority would dissolve like the untimely snow <of

summer.
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M. SCHELLE
(France) submitted a summary of the

following paper :

I. FLUCTUATION IN TARIFF LEGISLATION.

THE period of the Liberal economic regime in France,

inaugurated in 1860 by the commercial treaty with

England, has been a strikingly prosperous one. Between

the years 1859 and 1869, despite the war of the Seces-

sion, and the Mexican and Austro-Prussian wars,
French trade increased from 3,907,000,000 francs to

6,228,000,000, in other words, it showed an average
annual increment of 232,000,000 francs. At no other era

have such results been forthcoming. Yet manufacturers

continued to maintain that, with the fall of the Empire,
France was ruined.

After the war of 1870, the recovery of France was

so rapid as to astonish the world. In 1875, 62

Chambers of Commerce, as against 14, declared for the

promulgation of commercial treaties, and in addition to this,

as M. Levasseur has pointed out, there was a pronounced

development in just those manufactures which had

most bitterly complained. In the cotton trade alone,

the number of machines had increased from 29,300 in 1859
to 88,500 in 1879, the exports, which averaged 143,000,000
francs from 1854 to 1859, naxl risen to 306,000,000
between 1876 and 1879, and the consumption of cotton in

the wool trade, which stood at 82,000,000 kilogrammes in

1859, had by 1880 risen to 131,000,000.

It was practically the same with metal works, wherein

complaints had been by no means lacking ; the output of

the foundries which amounted in 1859 to 856,000 metric

tons, had increased by 1880 to 1,733,000.

In fact, within the whole range of industries, the number
of engines had risen from 178,000 in 1860, to a total of

544,000 in 1880, not including those used for railway and

other transport.
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The Liberal rigime has therefore, both before and after

1870, greatly tended to develop our industrial power.
As to our foreign trade, it has grown (in special commerce)

from 7,332,000,000 in 1872 to 8,501,000,000 by 1880, with

a total increment of 1,169,000,000 and an annual increase of

145,000,000.

Agriculture has prospered in the same fashion. There

\YI TO 2,205,000 hectares planted out in vineyards in

1860, and 2,391,000 in 1874, the year of the phyl-
loxera scourge. Our wine exports, which were below

200,000,000 francs in 1861, had been augmented to more

than 250,000,000 by 1881. Those of the Gironde vintages

exported to England, which from 1855 to 1859 had only
amounted to 5,800 hectolitres, averaged between 1876
and 1880, 46,000 hectolitres.

The custom duties on corn had been diminished from

i franc per metric cwt. to 50 centimes. These were purely
revenue duties. The poor cereal harvests of 1868 and 1869,
were the occasion of exceptional grain imports, but during
other years the exports continued to develop, and the agricul-

turists never had to complain of depression in trade. Statis-

tics show that the lowest average price of the hectolitre of

wheat was 16-94 francs during the Liberal regime of 1865,

that it foil to 15-25 during the era of the sliding

scale, and has fallen during the Protective regime of these

last years to as low as 14-33 francs.

The bad harvest of 1878, of which, thanks to the hc-avy

imports of American corn, the consumers did not fool the

effects, was mado the pretext for returning lo a Pro-

tectionist policy.

The agriculturists who were growers of cereals more

exactly the great landed proprietors demanded a

Protective duty on corn, and joined with the wealthy
manufacturers to procure it. The first named were at

the out-set but the
"
catspaws

"
of the latter body, who

did not want to imperil their interests by provoking the
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imposition of entrance dues on articles of food, which would

have entailed increased prices for the working classes. The

law of May 7, 1881, whereby the general tariff was revised,

augmented the duties on industrial produce by a fourth

or fifth above the conventional tariff, and raised those on

certain produce as much as 30 per cent., but the corn-

growers did not gain much, and no one ventured in the

Chamber to demand the increase of the 0-50 franc duty
on corn.

But at the ensuing elections, agriculture won back its

lost advantage, for the law of March 28, 1881, imposed a

duty of 3 francs on corn, a duty of 25 francs, in the place

of 15, on cattle, and a duty of 8, instead of 7 francs, on meat.

Leon Say said to the triumphant agrarian party:
' ' The three franc duty is not enough for you !

' : As

a matter of fact, two years later, the corn tax was raised

to 5 francs (March 29, 1889). At this period the sale

price had not risen perceptibly ; corn was fetching about

17 francs the hectolitre, and home produce being for some

years considerable,* the consumer did not at once feel

the influence of the tax. But in 1891 prices rose, and

the duty had to be reduced from 5 to 3 francs. But when
the law was promulgated (July 2), corn had been falling

throughout the European markets for the previous three

months, and the poor had suffered all the effects of the

5 franc tax. Then, again, in consequence of the fall in

prices, the agrarian party succeeded in bringing about

in 1894 (February 27), the increase of the corn duty to

7 francs. At the same time power was given to the Govern-

ment to suspend the duty, in the case of a rise in prices,

without consulting the Chambers. The authors of these

Protectionist laws thus realised that they would have

the effect of increasing prices, which their party has sub-

* 122 million hectolitres in 1882. no million hectolitres in 1885.

104 1883. 107 1886.

114 1884. 112 1887.
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scquently denied. But not daring to take upon them-

selves the responsibility of starving the people, they
have endeavoured to re-establish, if indirectly, the system
of the sliding scale, with closed or open frontier markets,

according to the actual price of corn. And this at a time

when all Europe had long agreed in condemning a system
\\hich ruins the trade in cereals, by forbidding all reasonable

anticipation of the time when the import and export of

corn should be practicable.

In 1898 the Government found itself compelled to

exercise the power already conceded to it, of suspending

temporarily the corn duties. It only decided, however, to

do so at the eleventh hour, and excused itself to the corn

growers for preventing them from profiting by the artificial

scarcity thus created by Protection.
' We are convinced," said the Minister of Agriculture,

who was at the same time the leader of the Protectionist

party,
' '

that French agriculturists have grasped the reasons

which prompted the Government, after mature consideration,

to take this grave step, and that they will ratify it. . . .

It will secure to the economic regime which protects agricul-

ture more solidity and authority if it puts into action at

the right moment this safety valve with which it has been

provided."
Once again the effect of custom dues on prices was

publicly recognised. As to the burden laid upon consumers

thereby, we shall point out directly the probable increase.

For the present let it suffice to say that, from the

year 1885 onwards, the date of the first duty, corn has had
no less than seven different taxes :

3 fr-, 5 fr., 3 fr., 5 fr., 7 fr., o fr., 7 fr.,

and that nothing forbids us to prophesy yet further modifi-

cations. For the last six years, varying attempts have

been made to raise the custom dues on corn beyond 7

francs, although this duty represents in some years

thirty per cent, of the value of the produce. There is
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no reason why these motives should not again assert

themselves.

The fluctuation in the Protective regime, as far as agricul-

ture is concerned, is evident
;

it is none the less so in in-

dustrial matters.

After the promulgation of the tariff of 1881, new

commercial treaties had been concluded with various

European countries* : England having been allotted

by convention a place in the ranks of the most favoured

nations, an arrangement whereby Germany also profited

through the Treaty of Frankfort.

The treaties, for the most part, were to hold good till

February I, 1892, in order that, by that date, according to

the Government declaration, the country might again
become perfectly independent in fixing its customs tariffs,
* ' from which it expected a more effectual protection for

agriculture and national industries."

It was impossible to come to an agreement with all other

countries, seeing that France, when wishful to find a market

for her own commodities without buying in other people's,

was confronted by rivals who had the same ends in view,

or who refused to submit to her exactions. Hence arose

tariff-wars of which more later, and retaliation, which only
served as an excuse for still further measures of Protection.

In January, 1891, however, the coalition of manufac-

turers and agriculturists, which has already been mentioned,
was renewed, and the fact was loudly proclaimed by
the president of the so-called Association of French Manu-

facturers, in the following unequivocal terms :

' ' What
we demand is that our sister industry, agriculture,

be treated on the same footing as manufactures. The
union is achieved and is lasting."

In fact, the custom laws were revised (January 12,

1892), and two tariffs were established, the one general,
*
Belgium, Portugal, Norway and Sweden (1881), Spain \i$82) } Austria.,

Low Countries (1884).
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commercial treaties.

The taxes were raised on nearly all articles of food

and on many kinds of manufactured goods ; for cottons and
textiles the number of classes was increased.

The customs had, in 1889, brought into the public

exchequer, 144,000,000 francs; by applying the tariff ot

1892 to the imported goods, the treasury would have amassed

259,000,000 francs. The difference between the two figures

measures that between the two regimes of 1881 and 1892,
the duties having been augmented eighty per cent.

Commercial treaties, on the basis of the new minimum

tariff, were concluded with several European countries,*

and conventions which should be subject to revision annually,
at the will of the contracting parties, were drawn up with

other countries, though the situation was by no means

identical as regards the foreign relations of France.

The United States only benefited by our minimum
tariff on certain goods, and as far as several countries out-

side the European limit were concerned, there are no special

arrangements whatever ; only the general tariff holds good.

The actual regime is at once unequal and unstable.

The tariffs of 1892 have been retouched more than twenty
times over,f and by the law of August 16, 1895, known
as the ' law of the padlock," the Government was authorised

1892, Norway and Sweden ; 1893-4, Spain ; 1893, Russia, Servia and
Knumania ; 1895, Switzerland, &c. ;

18 jj, Belgium ; 1893-8, United States ;

1898, Italy.

t The chief modifications (excepting c >rn, which has been already
m-ntioned, bear on the following articles :

1893. Mineral oils, basket work. 1899. Currants, wines, silk fabrics.

1894. Currants, molasses. 1900. Colonial produce.

1895. Fifty different commodities 1901. Figs.

(following the re-cstablishmcnt of 1902. Colonial pro luce, grind-
relations with Swit/erland). stones.

1896. Starch, glucose. 1903. Meat.

1897. Sugar, molasses. 1900. Tinned sardines, vegetables

1898. Pigs, horses, boric acid, &c.

butter, margarine, preserved fruits,

lead.
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previous to any examination by the Chambers to apply the

Bills sanctioning an increase of duties, so that the tariffs

could always be abruptly modified on any given point.

The French Parliament, desirous of getting the mastery
of the tariffs, has reckoned as contingencies all the employ-
ments of capital and labour which could influence all the

innumerable artificial obstacles to exterior commerce.

The Commission of Customs, which has a permanent foot-

ing in the Chamber of Deputies, is
"

lying in wait," as was

said one day from the tribune, to find occasions for granting
custom-house indulgences to any given section of petitioners,

and to bring pressure to bear on the Government in order

to induce it to bring in Bills immediately applic-

able. One of the vice-presidents of this Commission

recently declared that
"

the initiative, of no matter

what change, is constantly open to the first comer."

For instance, with regard to oleaginous cereals, the expe-

diency of reforming the tariffs has been mooted during the

last ten years, so that all that time the interests of those

concerned have been in a constant state of uncertainty.
"

This uncertainty is much to be deplored," to quote
the words of the honourable member whose opinion has

just been cited, "there is besides always the chance of frau-

dulent abuse which is still worse. . . . More than once, I

have noted proposals which, even if unintentionally pro-

vocative on the part of those who made them, could have

no other result than that of promoting, by uncertainty and

the chances they offered of fresh developments, fluctuations

favourable to speculation."
As a matter of fact, a general revision of the 1892 tariff

is in preparation, although the public does not quite know
what it is the Commission is aiming at, or even the nature

of its decisions.

What is certain is that the Commission finds the existing

general tariff insufficient. It regards this tariff as a weapon
useless for fighting purposes, because it does not differ
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sufficiently from the minimum tariff
; it considers that in

revision will be found the weapons which will make it

possible to retaliate against the increase of duties in foreign

countries, and it is pleased to look upon the tariff yet to be

created as a pacific auxiliary that can be pressed into the

service of French commerce and industry.

The fluctuating character of Protection is thus manifest,

and it must be added that it is inevitable. How could

we hit upon fixed tariffs adapted to economic conditions

which are perpetually varying ? At the slightest fall in

prices the protected manufacturers complain, and endeavour

to procure a strengthening of the duty. For a long time

past, Protection has only appeared as a never-ending
delusion.

II. TARIFF-WARS AND RETALIATION.

The fall of the Liberal rigimc has been followed, as has

been said, by tariff-wars. These have included two serious

misunderstandings, the one with Switzerland from_ i8o,2__tp

1895, and the other with Italy from 1888 to 1809.

The statistics of our foreign trade give us a measure of

the consequences of these two tariff-wars.

(i) TRADE WITH SWITZERLAND.

1891 338 millions

1895.. .. 230
108 millions less.

The treaty of 1895, which has ended the dispute,

reduced by 50 per cent., to the gain of Switzerland, our

minimum tariff on timber
; by 20 per cent, the duty

on cheese, &c.
;
Switzerland reducing, on her side, the duties

on gloves, wines, woollen textiles, &c. Yet these mutual

concessions have not sufficed to restore to our trade with

our neighbours its old vitality. It was not till 1900 that we
saw in our statistics the figures of 1891,
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(2) TRADE WITH ITALY.

1887 . . . . . . . . 500 millions

1898 281

19 millions less.

In 1888 France raised the Import duties on Italian goods.

Italy retaliated by increasing her general tariff by 50 per
cent. By the treaty of October 9, 1898, she has lowered the

duty on eighty different commodities, France making return

by applying generally her minimum tariff, with exceptions
as regards silken fabrics and wines.

But the commercial relations, once broken, have only
been in part resumed. In 1906-7 our trade with Italy was

still only 429 millions.

With regard to wines our markets are closed to our

Italian neighbours. It is the same with Spanish wines
; they

do not come into France. Hence it is that these two

countries, compelled to seek outlets for their trade, compete
with our wines in the markets of Austria, Switzerland, and

Germany, which formerly were ours, whilst previously the

wines of Italy and Spain were used to improve, by means

of mixing, French wines of mediocre quality.

If, strictly speaking, we have not had other tariff-wars

except with Brazil, French protection has provoked in-

creased foreign duties in the same way that foreign

Protection had led to retaliation in France. The law of

January 11, 1892, has actually given to the Government
the right to surtax provisionally the produce of countries

which treat us unfairly.

Retaliation is, in fact, the necessary corollary of a pro-
tective regime. We have already noted the opinion of the

parliamentary commission of customs on the subject of

tariff reform generally. A protectionist had previously
asserted that "

by means of a general tariff we defend our-

selves either by economic warfare or by reasoning and by
turning to account even our disadvantages,"
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As those countries with which France wants to
' '

reason
"

can do likrxviso, and raise their duties before entering on

negotiations, hoping thus to force us to pay by concessions

for the return to the original tariffs, we have small chance

by such a system of obtaining other than illusory concessions.

Ki -taliation generally means little else than
"
making a

rod for one's own back."

III. EFFECTS OF TAXATION ON FOREIGN TRADE AS A

WHOLE.

We have just seen that tariff-wars have considerably

reduced our trade with Switzerland and Italy. It is easy
to prove that the whole of our foreign trade has perceptibly

diminished after the tariffs both of 1881 and 1892.

i. 1880 to 1885.
General Trade. Special Trade.

Millions of Millions of Millions of

francs. francs. hundredweights.

1880 . . . . 10,725 8,501 263 .

1885 .. .. 8,885 7,176 254

Less 1,840 1,325 9

2. 1891 to 1895.

1891 .. .. 10,668 8,838 310

1895 . . 9,510 7,094

Less 1,158 J ,744 -2

In these two periods our trade has, therefore, diminished

both in quantity and value.

3. 1880 to 1895.
General Trade. Special Trade.
Millions of Millions of Millions of

francs. francs. hundredweight*.

1880 . . . . 10,725 8,501 263

1895 9.510 7.094 28S

Less 1,215 Less 1,407 Increase 25
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By this table it can be realised how scanty has been the

increase of quantity, and how serious the decrease in value.

In England and Belgium, where Liberal ideas have pre-

vailed, the statistics during this period are very different :

England. Belgium.
General Trade. Special Trade.

Millions of francs. Millions of francs.

1880 . . . . 17,440 2,898

1895 .. .. 17,563 3,066

Increase 123 Increase 168

It would then be ridiculous to attribute the decrease in

our trade returns after 1880 solely to the general lowering of

prices which dates from then, seeing that prices have also

been depressed in England and Belgium as well as in France.*

The fall in prices has not, however, been the only cause

of arrested progress in our international commerce. For

during the period from 1880 to 1895, Protection has developed
in many countries.!

It is not conceivable that by creating artificial hindrances

to commerce on a large number of frontiers, trade would be

restricted thereby throughout the world. But restriction

has been much more pronounced in the countries which,

like France, have actively engaged themselves in a protec-
tionist policy.

To-day, "the regime of Protection inaugurated or consoli-

dated by the majority of Governments," is officially noted

by M. Picard, the president of the Commission of Customs
* " L'Oflice du Travail

"
has reckoned from price indexes according to the

values set by the Commissioners of Customs on imported goods, that is to say,

without considering the increase in duties, and has contrasted them with the

indexes of M. Sauerbeck. These are the results :

France. England.
Statistics of

" Office du Travail." Statistics of M. Sauerbeck.

1880 ... 91 85

1895 ... 67 62

26 per cent. less. 27 per cent. less.

Germany, 18851887. Italy, 1887. Russia, 18811882.

Austria, 1882 1887. Sweden, 1888. United States, 1883 1890.
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Values, in his last annual. report, as
"
one of the obstacles

which hinders the growtli of our trade."

Account should be taken of this influence in considering
one of our manufactures in particular. Champagne wines

have had customs duties imposed upon them in many
countries, either to protect the makers of sparkling wines,
or on some other pretext. The result is that our exports
are diminished or arrested according to the country which

receives them, and in either case an industry which, by the

exceptional excellence of its produce, has won a world-wide

reputation, is seriously injured.

In England it is notorious that the increase of duties on

wines in April, 1899, has had the effect of diminishing
the import of about 16 million gallons (1897-1899) to 12

million (1904-1906), that is to say, a loss of twenty-five

per cent., part of which the French trade has had to bear.

Fortunately, France has sufficient resources to prevent
her being ruined by her unsound economics. But the mis-

chief due to those same economics is to be seen by comparing
the progress of our commerce with the trade returns of the

non-protectionist countries of Western Europe, England and

Belgium :

GENERAL TRADE.

England. France
Millions of francs. Millions of francs.

I88O . . 17,440 . . . . 10,725

1906 . . 26,720 . . I

Increase of 9,280 .. .. 3J93
53 P-C- ^ P-C.

SPECIAL TRADE.
I'd^imn. France.

Millions of francs. Millions of francs.

i860 .. 2,898 .. 8,501

1906 .. 5,517 .. .. 10,893

Increase of 2,619 2 392

90 p.c. 28 p.c.
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IV. THE EXCHEQUER INJURED BY INCREASE IN TAXATION.

It might seem at first sight paradoxical to suppose that

a protectionist policy can have damaged the country's

finances. Yet it is a fact that duties serve to hinder imports
in proportion as those duties are raised.

In fact, if we calculate the successive amount of duties

levied at the French frontier, we demonstrate that the

quinquennial increase has been more considerable under the

Liberal regime than under the existing one, and that at given

periods, when protectionist ideas prevailed, the increase

has been followed by diminution.

Here are the figures :

Under Liberal Regime

Under Protectionist Regime

Amount of taxes

collected, in
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In times of high prices, the increase keeps pace with the

duty ;
in times of abundance it is less, but the duty always

counts one way or the other, protecting the producer

by a considerable rise when he has little to sell, but giving

less of such protection when he has a great deal to put
on the market.

In order to calculate under this head the total duty levied

on the consumer, it must not be forgotten that the whole

; imount of corn grown in France is by no means put on the

market. All growers keep for themselves and their servants

or employes a certain quantity of wheat, whilst the smallest

cultivators consume all that they grow.
A well-known agriculturist, M. Zolla, computed some

years ago, that out of a harvest of 109,000,000 hectolitres,

the quantity of wheat put on the market might be estimated

at 67,000,000, and that the average fluctuation between

the prices of France and England would come out at 4-77

francs a hectolitre. On such a calculation, the sum paid

annually by the consumers of wheat to the producers would

be 319,000,000 francs, exclusive of the custom duties

received by the exchequer on imported corn.

The enormous impost levied by the producer is pro-

gressive on the wrong side ; it is all the heavier when
the consumer has most need of bread, that is to say, when
he is poorer, or has more mouths to feed. It does not

benefit the agricultural population which does not sell

corn, in other words, it does not profit labourers, servants,

and small peasant proprietors who are much the most

numerous section of the community. Out of 2,235,000
small holdings that can be reckoned in France, there are

only 138,000 which contain more than 4 hectares, and there

are 711,000 which only boast from 10 to 40 hectares;

yet it is in these two classes only that we can find growers
who touch a part of the 319,000,000 francs.

But generally they do not keep it for themselves. The
effect of the bounty is to induce a rise in ground-rents
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on the renewal of leases, or to arrest the fall of these rents

by hindering the diminution of cultivation on soil least

favourable for wheat.

In the long run it is the large and middle landed pro-

prietors who fly to the protection of the customs. According
to M. Levasseur, the bounty represents on an average,

45 francs a hectare of cultivated corn land, taking the

produce as equal to 20 hectolitres.

As to the consumers, the 319,000,000 of annual duty
that they have to bear, would represent the cost of two

hectolitres of wheat per family, if every household bought
its corn or bread a calculation which cannot be regarded
as exact, for the average quantity of wheat consumed

by each individual barely amounts to 3 hectolitres. It

is to be noted besides, that this consumption has rather

diminished than increased since the imposition of corn

duties
;

it was 3-25 hi. in 1885, in 1905 it amounts to

3-12 hi. Yet there are still a number of people in France for

whom wheat is too dear, and these have to be content with

potatoes, rye, barley, buckwheat, or chestnuts, to afford

them adequate nourishment as food-stuffs.

The same remarks apply in their way to the consumption
of meat and also to that of sugar, which can no longer be

ranked among luxuries.

The policy of Protection has thus enhanced the cost

of living in just those commodities which are most necessary
for food.

Although the public may not be aware of it, the general
fall of prices in the world's markets has coincided with the

establishment of our Protectionist regime, and has, during
these last few years, continued. The rise in prices, which

only began in 1900, is not considerable.

Leon Say had estimated at 60,000,000 the supplementary

outlay that the custom duties imposed on the consumers.

Although it is impossible to calculate exactly what the

charge would actually amount to, corn-statistics as they
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in no wise exaggerated.

VI. DECREASE IN THE EMPLOY OF CAPITAL.

It is plain that, generally speaking, the custom duties

handicap all industries which use protected materials ;
that

the duties, for instance, on coal and metals affect neces-

sarily all those industries which depend upon coal or iron.

In 1901, a minister of commerce reckoned that the

bounty granted by protective duties to the 31 great metal

foundries existing in France, amounted to

33 p.c. on the price of railway carriages ;

9 p.c. on that of tramway carriages ;

6 p.c. on that of hydraulic machinery ;

33 p.c. on that of dynamo-electric engines ;

3$ to 12 p.c. on that of machinery for spinning and weaving ;

4 p.c. on that of printing presses ;

Over 5 p.c. on that of naval works.

The existence of custom dues is, moreover, an obstacle to

trade in manufactured products, which serve as raw

materials in other industries.

For instance, an example can be found in combed wools,

in which there is a vast trade done. As they are not taxed

either in England, Belgium, Holland, or Switzerland, and

have only to pay a duty of 2-5 pf. in Germany, whilst the

impoit duty in France is 25 centimes for every kilo-

gramme, our wool market is artificially restricted in a way
which encourages speculations otherwise far from favourable

to our manufacturers.

It is also clear that the decrease in foreign trade is highly
detrimental to shipping interests, to all transport, especially

that promoted by railways, to porterage of every kind, as

well as to all sorts of commercial enterprise, &c.

As capitalists, also, are little disposed to sink money in

those numerous schemes the risks of which are increased

by the fluctuations of economic conditions, it is more than
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likely that Protection has effectually restricted the outlay of

capital taken as a whole.

As for the fostering of employment that it has engen-
dered in the protected manufactures, it is hardly worth

taking into account ; what will be said later regarding
the employment of labour will prove this.

We will, for the present, be content with pointing out

that any exceptional increase which has taken place in

protected industries, has been in many cases counter-

balanced by a decrease in other directions of which no one

had dreamed.

Thus, for example, when high duties are established,

foreign manufacturers, who find it no longer possible to

consign their goods, erect workshops in the heart of our

closed country ;
so that the custom dues, instead of pro-

tecting national industry, do but incite competition with

that same industry, from foreign capitalists and manu-
facturers. Such has been the actual case in the north of

France.

VII. DECREASE IN THE EMPLOY OF LABOUR.

The protectionists have maintained that, in protecting

agriculture and manufactures, they were acting in the

interests of the people, since labour was attracted towards

protected industries.

But as we demonstrated above that Protection has in-

creased the cost of living, it diminishes therefore of necessity
the purchasing power of the wages of all workmen.

Has it contributed to the increase of nominal wages, or

hindered the stoppage of work ?

It is perhaps possible that in some cases, above all at

the outset, it has postponed the actual bankruptcy of badly

equipped factories, working at high rates, and fated anyhow
to fail ; but, on the other hand, it has led to stoppage of

labour and suppression of industries which have suffered
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from Protection, and those ;irr largely in the majority, as

will be seen.

The policy of Protection has not, therefore, generally

speaking, tended to lessen the number of unemployed,
nor has it done anything to increase wages, for in the most

carefully protected manufactures, such as cotton-spinning
and linen-weaving, the 'workman's pay Is much worse

than in ^"many "other industries? Nor does it seem that

Protection has even consolidated existing labour, for in the

sugar factories, which are well protected by bounties,

employment has considerably decreased.

NUMBER OF PERSONS EMPLOYED IN SUGAR FACTORIES.
Persons. Working days.

Men. Women. Children. Men. Women. Children.

1881-82 49,100 8,400 7,800 4,975 707 658
1901-02 42,800 3,200 2,400 4,388 390 248

Decrease 6,300 5,200 5,400 587 317 41

As to the non-protected industries, Protection has natu-

rally had the effect of reducing employment because it has

increased the cost of production ;
the duties on yarns and

textiles have injuriously affected all industries connected

with the making of clothing, lingerie, and dress
;
the duties

on leather have, in the same way, told on bootmaking, &c.

In these branches of labour, where the consumer is directly

catered for, as in dressmaking, for example, manual labour

necessarily plays a much bigger part than in the manufac-

ture, say, of textiles, which, in their turn, serve other

industries.

M. Yves Guyot has remarked that, in an industrial popu-
lation of 7,000,000 souls, protected manufactures only
affect about 300,000 to wit :

68,000 in the spinning of cotton, flax, and hemp.
160,000 in weaving.
20,000 in tan yards.

60,000 in metal works.
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Assuming, then, what is not proved, that Protection

benefits the workers in protected industries, it only

profits about 4 per cent, of the total industrial population
of France.

From whichever side we look at it, we see serious harm
done to trade by Protection, and enormous reduction

in the employment of both capital and labour, without

any corresponding advantages for the country as a

whole. And how many persons, taking the most favour-

able view of it, really profit by the privileges granted ?

M. Yves Guyot, who must be again quoted, has

reckoned that they benefit at the most 8 per cent, of the

agricultural population, and 5 per cent, of the whole

French people !

To justify privilege, it has been maintained that customs

dues were meant to compensate for internal revenue bur-

dens. It is, indeed, a strange method of enriching a country,

to increase the price of goods on a scale proportioned to the

taxes already paid by those who make them, and thus

charging the consumer twice over.

It has likewise been asserted that our manufactures had

need of Protection because our taxes were heavier than any
other country's. As M. Ch. Eyraud has set forth in a

special report on the subject, revenue burdens are not lighter

in Germany or the United States than they are in France
;

they are only less oppressive in Liberal England. In any
case, is it not absurd to want to punish the consumer because

he is already too heavily taxed ?

One last point remains to be noted in this connection.

Can we hope that the French public will ever realise that it

is the dupe of sophisms invented by a handful of monopolists,

as suggested by Adam Smith ? May we venture to think

that our country will, before long, range itself on the side of

Free Trade ? It would be, perhaps, too daring to give an

affirmative answer to such a question ; all that we can

actually say is that there are, as a matter of fact, many
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people who, even among those whom Protection has

attracted, believe that the system is at its apogee, and that

it is becoming possible, by means of treaties, to give to

commerce and industry at least that security of which

they stand so greatly in need.

NOTE on the accompanying table of annual successions

to property in France, by M. A. de Foville, Member of the

Institute, Chief Councillor to the Accountant-General's

Office, submitted in connection with Mons. Schelle's

paper :

I have never been anything but a Free Trader. I was

already one, though still very young, when the treaty of

1860 was concluded, and the results of the new regime
have only strengthened my convictions. Forty years ago,

however, I was living in an industrial centre populated

by ardent protectionists who never ceased charging the

reform of the customs with ruining both them and France.

Yet I saw the fortunes of these pretended victims increas-

ing visibly. One of them, the most irreconcilable of all,

bought up every farm or chateau offered for sale within a

radius of twenty-five miles.

Now that this epoch belongs to history, almost to

ancient history, and I myself have become an old statis-

tician, I examine figures and diagrams. Especial!}' do I

examine the course of our annual successions to property,
a reduced but faithful picture of the movement of wealth

in France, and I sec that progress has never been so rapid
as it was between 1860 and 1875. Since the violent reac-

tion of 1892, on the contrary, the curve has, to say the

least remained stationary. Doubtless it would be rash

to say. Post hoc ergo profiler hoc. I know the complexity
of economic phenomena. At the same time I defy the

partisans of our present rigimc to look at this pictuje and
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to say, as they have done,
"

Free Trade
,
ruined France;

Protection enriched her."

"KillianU

4

3

2

1
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M. ('.. DK MOUNARI submitted the following paper
1

:
k

Tin: motive whirli impels Protectionists to use their influence

in favour of the establishment of customs duties is the

interest, or what they believe to be the interest, of their

industry. Only, as every check on freedom of exchange has

the effect of injuring other private interests, they feel the need

of demonstrating that their interest is in conformity with

justice and the general interest of the nation. Hence the

arguments used by them to justify it. Going back no
further than the first beginnings of modern industry,
we find in the mercantile system an argument, which long

appeared conclusive, in favour of prohibiting the impor-
tation of foreign goods, namely, the belief that the precious
metals alone constitute wealth, whence it followed that a

n it ion enriched itself only by importing precious metals in

exchange for its goods, and by forbidding their exportation.
It is rather strange that this belief should have arisen at a

period when wealth consisted almost exclusively of real

estate, such as land, manors, slaves or serfs attached to the

land, and when the precious metals in the form of coinage
were hardly used except for the purchase of weapons ond a

small number of luxuries. But it must not be forgotten that

the minting industry was in the hands of the possessor of the

royal power and of the principal lords, and that the royalty
which they drew from it was one of the most important
branches of their revenues. They were, therefore, interested,

in getting as cheaply as possible the raw material of the

coinage and in thus increasing the profit of the royalty.

They, therefore, exercised their sovereign power on the

one hand to forbid the use of foreign money and the exporta-
tion of the precious metals, and on the other hand to favour

their importation to the exclusion of other products. The

monopoly of coining money being now no longer an imi>ortant

source of revenue for governments, the practices to which

they had recourse to increase the profits of this monopoly
are no longer supported by the same reasons, and thus one

of the original causes of Protectionism has been obscured.

x
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The necessity for the defence of the State has, however,
continued to be urged in favour of the protection of

those industries which furnish war material and the prin-

cipal articles of consumption. The argument drawn from this

necessity may have been well grounded at a time when an

almost permanent war was able to isolate nations com-

pletely, but the devleopment of international trade has

destroyed the authority it once possessed. Commerce has

created among the nations interests now numerous and

powerful enough to make themselves respected. At the

present time it does not rest with the most powerful State

to isolate a. nation and to break off its intercourse with the

outer world, whatever interest it may have in starving it,

and depriving it of the raw materials needed for its industry.

Peaceful interests, by promoting the reform of the Lawr of

Nations, have decidedly prevailed over warlike interests.

Supposing, for instance, that a State at war with England
was unwilling to take account of this reform, it would

at once cause, among those nations which find in England
an immense and fruitful market for their agricultural and

other products, the formation of a new League of Neutrals.*

Thus the argument which the peril of famine in time of

war provided for Protectionists has lost all its value.

That Protection is indispensable, first, to preserve the

nation from the loss of its coinage and consequently of its

wealth, and next to prevent its starving in case of war,
were two arguments capable of making the strongest im-

pression on men's, minds, and their loss must have seemed

irreparable. But there remained a third one which might, if

necessary, take their place, namely, the need not only of

defending the national industry against foreign co'mpetition,

but also of multiplying its branches in order to meet, as far

as possible, the requirements of the consumer. For it

had become an axiom which everyone, except a few

economists, accepted, that we pay tribute to the foreigner

'* See Les Progrcs Realises dans Ics Usages dc la Guerre. Questions
d'economie politique et de droit publique- Vol. IT., page 277.
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on buying his products. We shall see, presently, what to

think of this.

No doubt, a rising nation has a natural tendency to add
new branches to its industry. It can thus find a profitable

use for the increase of its capital and its population. But
tlii* is on condition that its soil, climate, and character

an- suitable for the working of a new industry ; otherwise

it will be more advantageous to continue to obtain the pro-
ducts of such an industry in exchange for those of existing

ones. For exchange does not give things for nothing.
Hut two sorts of interests soon act to end this method of

obtaining supplies, the fallacious interest of the financial

officials of the State, who find in a new industry, the early

growth of which has been hastened by Protection, a new
source of taxation ; and the positive interest of ingenious

capitalists in seeking extraordinary profits. These two

interests combine to raise a barrier against the importation
of foreign products. The new industry is reared under

the shelter of this tariff wall. It procures, if not to the

national government to which a purely revenue duty would

have furnished an equivalent tax, at least to those capitalists

who started it, immediate and large profits due to the

monopoly. So long as the price of the product taken away
from the foreigner can be raised to the level of the protective

duty, these profits rise far above the competitive rate.

This is so to such an extent that they do not fail to attract

into the country the foreign producers whose outlet has

been closed by the tariff wall, and who make up amply for

the loss of this outlet by taking the best of the monopoly
profits. As a matter of fact, the effect of the development
of home competition is to diminish these profits in the long
run. Then it usually happens that businesses established

by foreign capital arc sold at a high price and pass into the

hands of the natives, to whom the decay of the monopoly
causes a grievous disappointment.

The situation is somewhat different when an already ex-

isting national industry receives an increase of protection
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which suddenly takes from the foreign industry a portion of

its market. This is what happened at the time when the

raising of the tariff closed the French Colonies to the importa-
tion of English and American cotton goods to the benefit of

the home industries. It was at once a confiscation inflicted

upon those who produced them, and a fresh tax levied

upon those who consumed them. Although this confisca-

tion was effected to the detriment of a foreign industry
it was, nevertheless, an injury to property. The same may
be said of the tax levied upon the colonial or home consumers

which consists in the difference between the prices of

protected industry and those of foreign industry. Is this

tax anything else than a tribute, a real one this time, paid

to a national industry which sells dearly those products

which foreign industry supplied cheaply before ? But it

remains to be seen whether this sacrifice, forced on con-

sumers in favour of private interests, is in conformity
with the general interests of the nation. By purchasing
at a higher price a protected product which he hitherto

obtained cheaply, the consumer is obliged to increase the

expense incurred for the gratification of the need with

which that product is connected. The whole difference

must, therefore, be deducted from the sum which he would

have been able to devote to the gratification of his other

wants
;

whence it follows that the market acquired by
protected industry causes an equal decrease of the markets

of all the other industries. To this Protectionists answer

that this decrease is but temporary, and that the national

industry created by Protection soon emerges from infancy,

producing and selling as cheaply as the foreign industry
of which it took the place. Let us see what this answer is

worth ? If the interests which led to the confiscation of

the foreign industry in order to profit by the monopoly
of the new industry have taken no account of its

suitableness to the soil, the climate, &c., it will

never be able to stand the competition of its rivals, and

will always have to be protected. It will be a tribute
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that it will for ever impose on consumers, and, as a conse-

(|in n< i

,
tin- loss of a market which it will inflict on other

industries, thus depriving the consumers of certain com-
modities and decreasing the wealth of the nation. Let us,

however, suppose that Protectionists are too careful of

national interests thus to damage them permanently, for a

p.irti'-ular trmi>orary interest, and that all theyask from the

consumers arc the sacrifices necessary to protect the infancy
of an industry adapted to the soil, the climate, &c., and that

as soon as that protected industry has grown and attained

its full vigour they will hasten to let it make its own

way unaided. These reassuring promises, which have dis-

armed the consumers and even a good number of economists,

how have they been kept ? First of all, the infancy of /

protected industries was prolonged beyond all expectation.

Having been guaranteed against the pressure of outside

competition they neglected, as might have been ex-

pected, to make the efforts and sacrifices required to face

it. Then, when competition at home began to compel them

to act, they used their increasing influence rather to shirk

their promises than to fulfil them.

Protectionists have, moreover, discovered new reasons

for maintaining and even raising the customs tariffs applied

to those industries which challenge all competition. The

first consists in extending the field of their trading opera-
tions by means of treaties of commerce ; the second, in

making themselves the rulers of prices by means of mono-

polies in the form of trusts or kartels.

As an industry extends, increasing its products, the home
market becomes insufficient for it

; it is compelled to seek

openings abroad, or it must limit its production and its

profits. Hut civilised nations, which alone are rich enough to

offer a fairly good market for it, close more and more her-

metically their frontiers to it. On the otliT hand, they also

have industries which require more extensive markets. It

being so, it is possible to come to an agreement. On both

sides, the most powerful and most jxjlitically influential
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industries are interested in extending their trade, even at

the expense of the weaker ones. They urge the conclusion of

a reciprocal treaty, termed a treaty of commerce, by lowering

reciprocally the duties which bar the admission of the

products of those industries which are the most interested

in extending their foreign trade. It is, of course, necessary,

while making this exchange, to take care not to open the

door to those products which compete with the home ones.

But this the various countries closely watch. It is at the

expense of the weaker or less politically influential industries

that the tariff is lowered
; yet the negotiators of the treaty

discuss its conditions and figures with great tenacity, for,

as Protectionists, they are convinced that any lowering of

the tariff, by increasing the importation of a foreign com-

modity, causes at once a particular disaster and a general
loss. Therefore, a shrewd Protectionist discovered an in-

genious process for avoiding the partial loss caused by
treaties of commerce, and even for using them to

strengthen Protection with all the national industries.

That process is first to raise the level of the general
tariff so as to render the partial reductions of duties con-

sented to by the negotiators illusive in fact, if not in

appearance. Unfortunately, this invention, not having
been patented, could not fail to be imitated at once, and,

through inexplicable negligence, France alone delayed

making the reform in the customs which this progress re-

quired. However, Free Trade England is in this respect in

a still worse situation than France. Having suppressed most

of the duties that protected her industries, she now has

nothing to give in exchange in order to obtain reductions of

tariff from the Protectionist countries that surround her.

She cannot conclude treaties of commerce. To extend her

foreign trade, she is compelled to make costly and laborious

efforts enabling her goods to overcome the obstacles of pro-
tective tariffs

;
and as they are more successful in this, cus-

toms duties are raised, even in her own colonies. This is, as

is well known, one of the most suggestive arguments Mr.
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Chamberlain used to bring about the re-establishment of the

Protective system. The obstacle which protectionist coun-

tries put in the way of the extension of British trade is

certainly most serious, yet this trade has continued to in-

crease more than ever. How is this anomaly explained ?

i'>v the two diametrically opposed effects of Protection:

one by which foreign products are prevented from

entering ;
the other by which home products are

prevented from going out. At the present time,
all civilised nations are contending for trade openings,
but in this contest the industries of protectionist countries

bear as a dead weight the artificial burdens with which

Protection increases their cost prices, while the industries of

Free Trade countries bear nothing more than their natural

burdens. Thus, one is led to ask whether, in those countries

competing with England, Protection does not rather contri-

bute to increase her trade than to restrict it. This would

explain the continual expansion of her foreign commerce, in

spite of the growing height of the protectionist walls. At

present, England has the monopoly of Free Trade ; but

with its advantages that monopoly has its drawbacks.

As it goes on, it produces its usual effect a slackening of

progress, which is noticed in some of the British industries.

A return to the protective system would strengthen the

cause of this sluggishness, while an extension of Free Trade

in other countries would make it disappear ; and this is

why England, in spite of the benefit she derives from that

monopoly, is interested in the extension of Free Trade.

Just as Free Traders have faith in the advantages of com-

petition and endeavour to extend it, so Protectionists treat

it is an enemy and work actively to stop it. After having
confined themselves to prohibiting foreign competition,

they arc now endeavouring to suppress competition at home,
and for that purpose they form trusts in the United States

and kartels in Germany. This is a new advantage of

protective tariffs which made itself felt as the develop-
ment of home competition lowered prices and reduced the
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profits of protected trade. Some bold and not over-scrupu-
lous minds have, now through persuasion, now from fear,

undertaken to make themselves the rulers of prices on the

home market. They have built up gigantic monopolies,
such as the sugar trust, petroleum trust, steel, copper, &c.,

trusts, which have broken through the cobwebs of the anti-

trust laws, and whose political influence is powerful enough to

make (according to Mr. Havemeyer's own opinion) the ultra-

protective tariff, that father of trusts, itself of no account.

But the trusts and kartels have not resulted simply in the

raising of prices and the accumulation of immense fortunes at

the expense of consumers, they have also produced an unex-

|\ pected effect through the practice of
"
dumping." Having

to keep on increasing their production if they do not wish

to slacken the work of their gigantic machinery, the trusts

send the surplus to foreign markets, and sell cheaply
abroad what they sell dearly at home

;
and as most of these

products, iron and steel, for example, are used in a great

many industries, the system established to safeguard the

national industry against the foreign at last protects the

foreign industry against the national.

It does not appear necessary to us to insist upon a

refutation of the protectionist arguments. Whether old or

new, they are but arguments for the gallery. The most
ardent supporters of the protective tariff do not take them

seriously and do not scruple in the least to practise Free

Trade occasionally. A pretty anecdote which Henry George
tells in his book,

"
Protection and Free Trade," is a proof of it.

' ' A few months ago, I found myself one night with some
other travellers in the smoking car of a Pennsylvania
limited express train. One told how, coming from Europe
with a trunk filled with presents for his wife, he had signifi-

cantly said to the inspector detailed to examine his

trunks that he was in a hurry.
' How much of a hurry ?

'

said the official.
' Ten dollars' worth of a hurry.' The

inspector took a quick look through the trunk and remarked,
*

That's not much of a hurry for all this.'
'

I gave him
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ten more,' said the story-teller,
' and he chalked the

trunk.' Then another told how under similar circumstances

In- had placed a magnificent meerschaum pipe so that it

would be the first thing seen on lifting the trunk lid, and,
when the officer admired it, had replied that it was his.

The third said he simply put a greenback conspicuously in

the first article of luggage ;
and the fourth told how his plan

was to crumple up a note, and put it with his keys in the

officer's hands.

"Here were four reputable businessmen, as I afterwards

found them to be one an iron worker, one a coal producer,
and the other two manufacturers men of at least average

morality and patriotism, who not only thought it no harm
to evade the tariff, but who made no scruple of the false oath

necessary, and regarded the bribery of customs officers as a

good joke. I had the curiosity to edge the conversation

from this to the subject of Free Trade, when I found that all

four were staunch Protectionists."

To sum up, it is on political influences much more than on

economic arguments that Protectionism is based and per-

petuated.

The Hon. JOHN BIGCLOW (U.S.A.) submitted the following

paper :-

A TARIFF upon imports from foreign countries is probably
the most pernicious, illogical and immoral provision for

the expenses of a Government that has ever been adopted

by any civilised nation. It is a violation alike of divine

and economic laws. The divine law teaches us to do unto

others as we would have others do unto us, and to love

our neighbours as ourselves. To subject the industry of

a foreign manufacturer to a more or less prohibitive tariff

violates both of these commandments upon which in part

hangs all the law and the prophets. It is a declaration of

open war upon the lesson of the brotherhood of our race,

taught so impressively nineteen centuries ago from the

Cross on Calvary.
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Nor is there any law of political economy less open to

dispute than our common right to buy in the market where
we can buy cheapest and to sell where we can sell to

most profit. Yet this common law right of every seller or

buyer throughout the world is violated every time a package
of imported merchandise is ordered to the Custom House.

There is an unreasonableness which accompanies these

violations of divine and economic laws which is difficult

to describe in parliamentary language, it seems to be so

insane and ridiculous. While our sea coast and frontiers

for more than half a century have swarmed with officers

whose business it is to exclude the competitive products
of foreign industries,we have been at the same time bestowing
at a nominal price millions upon millions of as fertile land

as any in the world, to entice aliens to our shores at the rate

of from five hundred thousand to a million per year, with their

training, matured vigour and expert skill to compete on

far from even terms with our own labour. While thus,

thanks to our tariff, saving at the spigot and losing at the

bunghole, we have been not only discouraging to a great
extent our own inventive talent, but what is even more

serious, discouraging that diversity of industries which

was the first pretext and the original delusion by which,

just a century ago, Alexander Hamilton beguiled the nation

into a toleration of the greatest political blunder, after

chattel slavery, that ever found an asylum in the con-

stitution of any Government pretending to be Democratic

the consecration of human selfishness and internecine

war by a protective tariff.

The most illustrious American contemporary of Hamilton,
who was also a wiser man and a much more experienced

statesman, was the fervent advocate of very different

opinions of tariffs for revenue. In a letter to the Count de

Vergennes, dated March 15, 1783, Dr. Franklin wrote :

"
I received the letter your Excellency did me the

honour of writing to me respecting the means of promoting



the commerce brtwtvii France and America. Not being
mvsrli well acquainted with the state of that commerce,
I have endeavoured by conversation with some of our

merchants to obtain information. They complain in

general of the embarrassments it suffers by the numerous

intrrnal demands of duties, searches, &c., that it is subject
to in this country. Whether these can be well removed,
and the system changed, I will not presume to say. The
enclosed letters may, however, inform your Excellency of

some of the circumstances, and probably Mr. Barclay, our

consul, may furnish others.
" In general I would only observe that commerce, consisting

in a mutual exchange of the necessaries and conveniences of

life, the more free and unrestrained it is, the more it flourishes :

and the happier arc all the nations concerned in it. Most

of the restraints put upon it in different countries seem to

have been the projects of particulars for their private ifitcrcst

under pretence of public good."
Hut here I fancy myself interrupted by the inquiry :

If we do not tax our imports, what easier or more accept-

able substitute for the support of our Government would

you propose ?

In submitting an answer to this question I propose to

avail myself of the privilege implied in the second clause

of your Programme of Subjects, which authorises the writer
44

to illustrate his subject by reference to the actual con-

ditions of his own country." Should the substitute I

propose, however, prove to be a sound one, it must be

available, mutatis mutandis, under any form of government
which contemplates as its end, as all governments should,

harmonious relations between the people and their rulers.

I.

The wealth of our country consists principally, if not

entirely, in its land, its water, and the sun with its atmo-

spheres. Without these it would be uninhabitable.
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By man's aid this land, since its settlement under an

organised government, has always produced a large surplus
of merchantable commodities.

To make such surplus convertible into wealth for the

inhabitants, it requires markets, and because it is a surplus

it depends, of course, more for its markets upon foreign

than home purchasers.

Every inducement should therefore be given to the

foreigner to buy of our surplus, and the greatest induce-

ment we can offer is to take our pay in the products of

his own industry, of which he may be presumed to have

a surplus for which he has no longer a profitable home
market. Of course, the more we take of the alien's surplus
the more will he be in a condition to take of ours, and both

will prosper.

These principles, so elementary, are the basic principles

of all honest commerce.

Now the land, water, and sun with its atmospheres,
are the capital of the whole nation. Their productivity can

only be diminished by abuse or neglect. But the surplus is

the product of the industry and frugality of the inhabitants.

In this capital and surplus the people and the State

have a joint interest.

Whenever the State, therefore, parts with the exclusive

usufruct of any portion of its capital to individuals or

corporations, it deprives the rest of its people and the

State also of their respective shares of what is thus appro-

priated. For those shares the State is entitled, as a co-

partner, to a compensation in some proportion to the value

of what it parts with and to the value of such part to its

grantees.

If a promoter of railways asks the exclusive use of a

tract of land 100 feet wide from the Atlantic to the Pacific

Oceans for the construction of a trans-Continental road,

there is no good reason why he or those he represents

should enjoy such exclusive privilege without an engage-
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mont in their charter to pay the State a fair rental, or price,

if yon pk-a.sc, for this exclusive right of way. The rent-

charge, of course, should be assessed at so moderate an

amount, at such times and in such modes, as not to dis-

<miM!.'<- the enterprise, and with due recognition of the

public advantage which might result directly or indirectly

frorn such a highway, and the risks to be run by those

who finance it. In other words, the share claimed by the

State should never to any practical extent increase the

risk to be assumed by the incorporators.

But as it is difficult in all cases and impossible in very

many, especially in patents, copyrights, &c., to estimate

the earning power of any new enterprise, obviously the

most equitable way of determining the State's proper
share of a privilege it confers is to take it as a partner
does in any commercial enterprise nothing until a surplus

is earned, mid then, be it sooner or later,what would represent

a due proportion of its contribution to that made by the

other capitalists. In other words, more as the enterprise

prospers, less when it struggles, as the other partners

expect to.

As a convenient illustration peimit me to direct attention

for a few moments to the latest report of the American

Telephone and Telegraph Co., commonly referred to as the
*'

Hell Companies." The original of this corporation the

Pell Telephone System went into operation in Boston,

Massachusetts, as a business corporation on January i, 1876,

thirty-three years ago next January. I am not prepared
at present to state the amount of its original capital, though
I think it quite safe to assume that it did not exceed $100,000,
if it exceeded the half of that sum.

At its start it required of the Stato, of course, the privi-

lege of planting its polos, of connecting them by electrical

wires on the shortest lines between the different points
where its service was most likely to be in demand ; and
real estate for all its stations and offices, which, as well
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as the poles and wires, the State had to guarantee the

exclusive use of to the company. But Bell's patent was

a new device
;

one which no one, perhaps, besides the

inventor and his few confidential assistants knew anything
about. The majority of people shook their heads at the

idea of shortening the distance which separated correspon-

dents in New York and Washington to ten or fifteen

minutes, by the use of lightning, a force only popularly

known, and not valued but only feared, for its destaictive-

ness.

Of course, for an enterprise which to most business

men appeared so precarious, if not chimerical, the State

could not have begun to claim more than a nominal share

of its doubtful earnings.

The early results of the company's operations would not

have discredited this timidity of the average capitalist.

Eight years elapsed before the number of the company's
subscribers' stations reached a trifle over 100,000. Even

twenty years elapsed before their number had reached

400,000. From that time on the number increased more

rapidly, so that in January, 1908, nearly a year ago, the

number of subscribers' stations had increased to 3,900,000.

By this time, its number, no doubt, considerably exceeds

4,000,000.

The dividends declared for the year 1907 by this company
were $10,943,642, besides $3,500,000 carried to reserve, and

$1,825,743 carried to surplus.

From its origin the company has been constantly

extending its lines, multiplying its poles, wires and station

houses, so that its mileage in wire for exchange and for

service at the close of 1907 was 8,610,592 miles. Its con-

struction works alone during the last eight years have cost

the enormous sum of $351,825,625.
Of course, for every additional mile of wire, this com-

pany comes under new obligations to the State for the

right of way, structural accommodations, protection, &c.
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By the partnership system I have suggested, the State or

States which it serves get their pay for these always in-

creasing accommodations as the company does, by the

increase of its property value and dividends, than which

nothing could be more just or more simple.

It is needless to say that the trifling proportion, share

or compensation which the founders of the Bell Company
would have cheerfully engaged to pay the State for its

charter would have proved no mean contribution to the

State chest, for at least two-thirds of the company's exist-

ence, during which it has paid annual dividends of 7 per

cent., and, in addition, would probably have spared the

company an equal, or even greater, amount it had to expend
in resisting legislative and other predatory interferences

with its patents and chartered rights.

II.

Now let us suppose that all charters conferring lucrative

as distinguished from purely eleemosynary privileges,

and which to an appreciable extent limit or extinguish any
of the common law rights of the general public, were dealt

with as I propose, by the State as one of the silent partners
of the grantees ; as thus entitled to share in their profits and

their risks in proportion to its contribution to the joint

capital, less the direct advantages to the State itself

which the other shareholders may not share equally, if

at all.

The number of such corporations in the whole United

States is almost as countless as the stars in the heavens,

or the sands on the sea shore.

Let us consider a few of the most familiar of these,

beginning with the 220 odd thousand miles of railways,
the thousands of miles of trolleys, the subways, the tunnels

under rivers and bridges over them ;
water power for the

thousands of milling companies and factories, the turnpikes,
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dams, water, gas and electrical companies for the supply
of hundreds of cities, towns, and villages ; building, stock

raising and vehicle manufacturing companies, factories for all

kinds of textiles, chemicals, drugs and alimentary articles ;

shoe manufacturing companies, sewing and typewriting
machine companies ; guns, pistols, ammunition and paper
manufactories

; ship, sail-boat, and steam-boat companies ;

bank, trust, insurance, mining, dredging and explosive

manufacturing companies.
These are, to use the rhetoric of Lord Beaconsfield, but " a

flea-bite" compared with the actual number of corporations
that would be fairly assessable and with no serious opposition,

in larger or smaller amounts, for the exclusive privileges

they require. Had my native State of New York, fifty, if

not twenty-five years ago, attached the proposed conditions

to the charters to which they would have been applicable,

it is safe to say she would to-day have no taxes to levy for

the purposes either of her State, county, or municipal

governments.
For the Federal Government this provision would be

equally applicable and ample.
Had Congress tied such a string, however short, to

every farm it has already sold for $1-25 an acre scarcely

enough to pay for the stationery used in its transference -

instead of giving a perfect title of it. in scecula sceculorum,

the President would have to build a Dreadnought every year,

or do some other equally foolish thing, to get rid of our

surplus revenue.

We are reputed to still have some 60,000,000 of acres

of public lands which, by virtue of the increase of population
and of market values resulting from the rapidly increasing

facilities of transportation, may prove to be worth more than

we have received from all we have parted with, if instead of

parting with the fee of them at a nominal price, as we have

been doing, we would simply impose a trifling rent-charge

upon it to increase with its productive value.
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Then there are the patents and the ropyrights for

books, pictures, &c.

Since the patent system of the United States was
r-i ihli^hcil in 1790, there had been issued prior to January I,

, 650,123 patents, more by 30,000 than were issued dur-

ing the same time by Great Britain, Belgium, Germany,
;inl Austria-Hungary combined.

These patents, for which our Federal Government

maintains a large and expensively equipped force of officers

and clerks at Washington, are issued to the patentee for a

trifling sum, 15 to 25 dollars at the outside, I believe,

and for which the Government engages that no one shall

use in any way or copy that patent for a period of years,

sixteen, I believe, with a privilege of one or more extensions

for a like period on easy conditions. We have seen what

the Government lost by not retaining its fair share of interest

in the Bell patent, but that is a trifle compared with what is

sacrificed in failing to secure its share of the usufruct of all

its other patents.
Mr. Franklin Pierce, in his recent admirable and incom-

parable treatise on the tariff and trusts, shows that twenty

years ago the Goodyears sewing machine, with one man,
sewed 250 pairs of shoes in one day; that by the McKay
machine a single operator could handle 300 shoes daily,

where, without the machine, he could handle but five pairs

in the same time. By patented machinery nine men could

turn out 1,200 dozen brooms weekly, while before, 17 skilled

men were only able to manufacture 500 dozen in the same
time. In power machinery a weaver formerly tended only
a single loom at a time, while in a modern cotton factory
two operatives run 2,000 spindles at the rate of thousands of

revolutions a minute. Formerly one spinner, working 56
hours continuously, could only spin five hanks of No. 32
twist. Now, with mule spinning machines having 124

spindles, one spinner with two small boys can produce

55<>98 hataks. With three spindles, to be run by three men,
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the new machinery would leave 3,673 men for other work or

more spindles, which at only $2 a day would be a saving

to the manufacturers of $7,346 a day.
Patent improvements have displaced fully 50 per cent, of

the manual labour that used to be employed in agriculture.

The same may be said of the compressed air drill excavators

for mining or submarine dredging, electric cranes, &c.

The increase of horse-power made available by patents
was shown by the census to have been 90 per cent, in the

ten years between 1890 and 1900. That the adult operative
force of the United States has been increased many times

its per capita by its patented machinery, anyone may
easily satisfy himself by an inspection of its patent and

census reports for the last two decades. Estimating the

population of the United States by their productive power,
it is many times the present 80 to 90 millions. Had our

Government taken the most trifling compensation for its

services for guaranteeing and protecting its patents, even

for the last twenty years, the Treasury would have had

such a surplus that it would have been constrained to give

it back to the States as it did under the administration of

President Jackson. In those days we had but a nominal

tariff on imports, and we had so large a surplus that the Sec-

retary of the Treasury would not, or rather could not, be

bothered with it. Now we have a 50 per cent, tariff on our

most profitable self-sustaining industries and a deficit of

$60,000,000 yawning for an increase of duties, as con-

trasted with a surplus, June 30, 1897, of 87 million dollars,

a difference of $150,000,000.

Our Government receives one dollar and two copies

of each volume copyrighted and a corresponding compensa-
tion for other works from the press, for which it guarantees
the author or publishers the exclusive right to print and

publish it, for a few years, 16, I believe. Why not take a

small fee upon every copy sold after the costs of the publishers
have been met, and make the copyright last as long as the
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author or publisher desires to avail himself of the Govern-

ment's protection on those terms ?

The Federal Government's control of our lighthouses,

navigable rivers, harbours, &c., could, in following the

regime I have suggested, receive an income from the com-

mercial marine privileges of the country which parties

interested would be only too happy to pay in exchange for the

oppressive tariff with which our commerce is obliged to

contend. Such a change would be equivalent to a bounty on

every ship arriving at or leaving our ports. When such an

exchange shall be made, our nation, with the longest con-

tinuous ocean coast line, the greatest accessible supplies of

iron, coal and copper materials for the construction of a

commercial navy in the whole world, would no longer be

subject to the humiliating necessity of sending the surplus

product of its industry to market, nor its inhabitants, when

they wish to visit trans-oceanic countries, exclusively
in vessels sailing under foreign flags and to the exclusive

profit of foreign industries.

We are the principal producers of iron, copper, coal,

lead, petroleum, and many other of the minerals less known
to commerce. Our deposits of iron ore are, so far as is at

present known, more extensive and commercially valuable

than those of all the rest of the world combined. These

minerals are most owned and dealt in by Corporations.
Unlike most European nations, the States of our Union have

never, so far as I am at present advised, asserted the right

of eminent domain over any of the minerals by which they
are enriched.

The Great Northern Railroad of Minnesota, thanks to

the sagacity and magnanimity of its former president,

J. J. Hill, secured a tract of iron ore deposits in the Lake

Superior region of our country a few years ago, which Mr.

Charles Schwab, a proficient expert, testified before the In-

dustrial Commission to amount to 500,000,000 tons, and

ought to be sold at a profit of at least $2 a ton ;
the ultimate
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value of which therefore would be the enormous sum of

one thousand million of dollars. Presuming Mr. Schwab's

estimate of the amount of these deposits to be substantially

correct, as the United States Steel Company took a lease of

80 per cent, of its deposit at about the price per ton named

by Mr. Schwab, the reservation of a royalty of only 5 cents

a ton would eventually yield the State $200,000,000 with-

out allowing for any increase in market value, likely to

result from the inevitably increasing demand and the

diminishing supply. Mr. Hill is reported as saying that

the ore in sight could supply 12,000,000 tons a year for

50 years.

With a proportionable royalty reserved from our gold,

silver, copper, iron, lead, petroleum, lime, cement, borax,

and numberless other mining properties with which our

national territory abounds, the State would in all human

probability receive from the bowels of the earth alone, not

only all the wealth the inhabitants of its surface now need,

but all they will ever require or be able to profit by.

III.

Unhappily very many people are or affect to be unable to

understand how the tariff is responsible for raising the prices

with us in America and elsewhere so enormously. It is easily

explained, but most briefly by an illustration. Mr. Franklin

Pierce, in his admirable work on " The Tariffs and Trusts,"
to which I have already had occasion to refer, tells us at

the close of the year ending July I, 1905, we imported

$570,000,000 of goods, upon which an average duty of 45-24

per cent, was levied. During the same period our domestic

commerce, consisting largely of products of our mines,

soil and factories, was about $20,000 million, or thirty-five

times the amount of stuff imported. The purchasers of

the $570,000,000 of imports paid into the Federal Treasury
what averaged 45-24 per cent, of that.

The domestic producer, by reason of this tariff restriction
}
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raises the price of his like commodities, though

usually of an inferior quality, up to or near the duty line

his New Jersey champagne to $2 a bottle and actually sells

no inconsiderable proportion of the $20,000 million of our

domestic products at the price as enhanced by the tariff.

So that the American consumer not only pays the 45-24

per cent, tariff on the $570,000,000 that he imports, but on

a very considerable share of $20,000 million of commodities'

worth which he produces himself.

In that way the American consumer is obliged to pay

nearly half as much again for what his own country produces,
in order to protect and benefit the trade of those who
handle only one thirty-fifth of its amount

IV.

Among those who may have indulged me with their atten-

tion thus far, there may be some, perhaps many, who will

object

1. That all the industrial sources of income in the

State of New York to which I have referred are vested

interests now, and their product, however large, cannot be

diverted from the course given them by their charters.

2. The owners of protected property have bought it in

the market as investment with no responsibility or perhaps
without any intelligent comprehension of the legislation

which has given it its real or fictitious value
; very many,

perhaps most, may have bought them at their highest

market prices, relying upon their value being permanently
sustained by the Government, under the auspices of which

it was created. With what heart then can we think of such

a change of our revenue system as would strike such a severe,

sometimes a fatal, blow at the property of so many thousands

of innocent sufferers ?

To the first objection my reply is that the more railroads

we have the more need we have for more ;
the more

submarine tunnels we have the more sure are we to need
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and build more ; the more electric power is used the more
as yet unsuspected uses will be disclosed for the extension

of its use. In fact, every conquest which science or ex-

perience achieves over the hidden resources of Nature is the

parent of no less numerous progeny than was promised
to Abraham, Isaac and Jacob. Science has as yet got

only a suspicion of the inexhaustible electrical forces in

store for our use, and every day new ones are discovered

and harnessed to the cars of productive industry. Si

quceris monumentum drcumspice. Consider the few years,
I might almost say the few months, since electricity began
to light our streets, houses and public buildings, since it

furnished the power to propel our carriages, railway cars

and our ocean steamers
;

to do most of the work formerly

required of the seamen
;

of its use in architecture, which

makes the construction of the Pyramids a mystery of our

ignorance, but no longer a mystery of Nature.

A few months ago I applied to the Secretary of State at

Albany for a list of the corporations chartered in the State

of New York during the preceding ten years. He replied

that if I would send a man to copy them he would cheerfully

give him the opportunity, but that with his office force he

could not send me such a list in four months.

I quite accidentally saw in a copy of the New York

Times of June 3 last a list of the charters issued by the

Secretary of State at Albany on the preceding day. They were

20 in number, or at the rate of 6,000 a year. Every other

State in the Union may be presumed to manufacture cor-

porations at the same rate in proportion to their population.
If we were to begin to-morrow to protect the State's interests

in the chartered privileges it confers, we would have the

seeds of revenue planted that would bear fruit some thirty,

some sixty and some a hundred fold before the machinery
for its perfect operation could be fully perfected.

And that leads me to the second objection, the con-

dition in which the substitute would leave the innocent
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holder of stocks or other property tariff-bloated to a fic-

titious value. The operation of the substitute I would

propose would be so gradual as to allow protected interests

ample time to prepare for the change that would ensue and

to transfer their investments if they chose, for it could

be expected only gradually to supply a substitute for the

revenue from imports. Congress could if it chose reduce

its tariff only so far and so fast as the corporations yielded an

equivalent or sufficient revenue, except in cases where the

present tariff shall be confessed to be oppressive and un-

profitable. In this way the change may be made as rapidly
as the people wish without any serious infringement on

anybody's rights or any serious disturbance of values,

except, as I confidently think, to improve them. The
conversion would be effected so gradually as to be scarcely
more noticed in financial circles than the changes of the

seasons.

So much for the only objections to the substitute which

have occurred to me. Now a few words farther about its

advantages which have not been adverted to.

V.

It secures to the State a fair, and only a fair, proportion
of the property it helps to create, instead of allowing that

share to go to people who, while being enriched themselves,

give neither to the State nor to the unprotected majority

any corresponding equivalent. It diminishes the temptations
either for some to seek and others to confer these privileges

by illegitimate methods or because of corrupt inducements.

It would have another result, the importance of which it

would be difficult to exaggerate. It would inspire the

public with an unwonted confidence in the administration

of its public affairs and a corresponding respect for their

administrators. For the whole power of government lies

in the respect and confidence the people entertain for their

rulers.
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2. It will give the people a friendly interest in the

prosperity of their industrial corporations, for the more

they prosper the more they lighten the public burdens.

As a logical consequence, it would diminish and tend finally

to put an end to the expensive litigation and the corrupt

or factious opposition with which all prosperous protected
industrial corporations have to contend. Such hostility

renders such properties precarious, and devotes no incon-

siderable proportion of their earnings to the purposes of

self-defence.

3. The spirit which prompts such hostility leads more

to the corruption of our legislators than all other interests

combined. There is no easier way of raising money to

carry an election, or for other and even baser purposes,

than for a single member of a legislative body to introduce

a Bill to reduce the rates which a corporation or class of

corporations shall charge for its service. Our gas, tele-

phone, railway, banking, insurance, trust companies, in

fact, any corporation owing large debts, as mostly all do,

and to whom their credit is of vital importance, have for

years been, or supposed themselves to be, under the neces-

sity of spending millions of dollars to prevent the initiation

or the successful prosecution of such predatory schemes.

Unhappily the criminality of such operations is not con-

fined, at least it cannot be for a long time confined, to the

legislative bandit who introduces such bills with no intention

of pressing them longer than is necessary to bring the com-

pany to his terms. One successful menace of this kind is

followed the next year by another
;
the following year it

becomes sporadic, and finally their nefarious game finds

its way, as I hear, into pretty much every legislative body
in the nation. It becomes so profitable, and as a business

so established, that the legislative bandits find it worth

their while to take the employees of the corporations whom

they rob into their confidence. Unfaithful or corrupted

agents of these companies are induced to confederate with
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for a raid, and divide the hush money between them. Some
recent disclosures of this infamous nature was the match
which preceded the recent financial explosion in the United

States that has shaken the whole financial world to its

ceritrr.

Had our industrial corporations contributed to the

State their just share of what they received from it, would

it have been possible for such depravity to have poisoned
the consciences not only of so many of our legislators, but

of the not inconsiderable number of our heads of finance

who winked at it ?

4. Before the Civil War of 1861-1865 we knew nothing
of the recent conflicts between labour and capital, nor was
such a creature as a Debs or a Gompers or a Mitchell

known in the land. The idea that any man should not

sell his labour for what it would bring in any market he

chose to offer it was a craze which was only to be encountered,
if anywhere, in lunatic asylums. Patriotism and the

preservation of the Union were made the excuses for in-

creasing the tariff for money to carry on the war, excuses

justified neither by sound statesmanship nor intelligent

patriotism, but hastily and inconsiderately imposed upon
the country for the sake of a higher tariff on imports and

more Protection under the specious guise of a war tariff,

and therefore professedly a temporary one.

Though the mode adopted for providing means for

prosecuting our war cost the country more than double

what it would have cost, had we relied upon our wealth

and credit as a few years later was done by the two powerful
nations engaged in the prosecution of the Franco-German

war, yet that unnecessary cost was far from being the

greatest calamity which has resulted from that ill-omened

mistake. It so whetted the appetite of the protected class

by what they had fed on, that at the conclusion of the

war there was not a word uttered about infant industries,
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or of a war tariff, nor any serious thought given by the

administration to any reduction of any kind of tariff. By
its aid, and by the retirement from Congress during the war

of the Southern representatives, who were pretty unani-

mously in favour of low duties, if any, and who, when
returned to Congress, were admitted as hostiles and regarded
with so much suspicion by the Republican majority as to

have little influence there, the tariff has been steadily

increasing, until now it has a plenty of champions of the

principle of Protection for the sake of protection. Indus-

tries stimulated by Protection are like the victims of

delirium tremens both clamour madly for more and the

protected class has become so powerful by its numbers and

ill-gotten wealth, that, as in the case of the whiskied lunatic,

there is scarcely power enough left in the country, save

through revolutionary disorder, to withhold the customary
stimulant.

Of our last three Presidents, Roosevelt and Cleveland

were birthright Free Traders, and though McKinley gave
his name and vote for the vilest^Tariff Bill the country had

ever been afflicted by up to his time,by four years' experience
as our chief magistrate, he died a converted tariff reformer.

The last public utterance that came from his lips was an

urgent appeal for it. He had yet to learn, however, that

the only way to reform the tariff is the cynic's way of

shortening a vicious dog's tail, by cutting it off close behind

its ears. Yet all three of these statesmen learned by more
or less humiliating experiences that they could not lead

the Republican party under a Free Trade, or even a tariff

revision banner, and all succumbed like the French King

Henry IV., and acted in the spirit if they never used the

words,
"

Paris vaut Hen une messe"

If, on the other hand, our States and Federal Govern-

ment were to reserve a fair equivalent for the privileges

they conferred and protect, and the supplies from these

reserves were coming to us as fast or faster than by the
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would clamour any longer for a tariff, and it would require
but a very limited number of the then vacated custom

houses to furnish enough asylums even for them. By this

process protective tariff policies would soon be so com-

pletely hypnotised or asphyxiated that they would gradually
fall into a sleep that would know no waking.

VI.

Protection gives a very'substantial pecuniary 'advantage
to a limited class of industrialists at the expense of all

outside of that class, just as our forefathers in America

gave to the Slave States a larger per capita representation in

the Congress than was enjoyed by the other non-slaveholding
States

; creating an aristocracy in those States, which its

members, in 1861, showed more anxiety to preserve than to

preserve the Union.

After more than half a century's discontent of the North,
with the dictatorial supremacy which the South acquired

through this inequality, the Census of 1860 revealed the

fact that the political supremacy of the country had crossed

the Potomac river and that Cotton was no longer king.

As a consequence of the trifling concession, as it was regarded

by our forefathers, to secure the assent of two or three

refractory Slave States to the constitutional organisation of

their Government in 1792, that concession had swelled and

festered in the nation until it could only be eliminated by
the most expensive and bloody war of modern times.

That war was purely a labour war, at least so far as the

South who brought it on were concerned. The planters in

that section wished to perpetuate a system by which they

got all the labour they required for little more than the pork
and hominy necessary to feed the negroes whose labour

supplied both. It was undertaken by the South to

secure at a trifling price an abundance of involuntary
labour.
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In what did the situation which furnished the purpose
and provocation of that war differ from the situation with

which the tariff is confronting us to-day ?

It has also built up an aristocracy already quite as

numerous as were the refractory slaveowners in the South.

It has built it up, too, by privileges quite as unjust and

as exclusively for money's worth, but a thousand times more

lucrative to its beneficiaries than slavery ever was to its.

The consequences are that it has divided our people again
into two classes one, of the people who have more wealth

than they know what to do with, or how to give away, and

another of bread-winners who, if they lose a day's wages,
even by illness, have to go in debt for their next day's

expenses. The increased cost of living compels an increase

of wages from time to time, but always the cost of living

increases faster, until now the food of the proletariat has

reached famine prices in most of our large cities and is daily

increasing. With food enough produced in the United

States to nourish twice its population, the average wage-
earner can lay up nothing, can provide few privileges for

his family and no recreations.
"
Skin for skin, yea, all that a man hath will a man

give for his life." Is it strange that there is friction between

labour and capital with us ? The mass of our own people
are not political economists and know little if anything
about tariffs, except what is their fatal delusion that it

promises to protect them from the competition of foreign

labour. Is it strange, therefore, that our bread-winners

unite and combine for higher wages to meet the constantly

increasing cost of the necessaries of life ? And when capital

takes advantage of unemployed labour to avoid such

increase, that the wage-earners dismissed treat those who
at lower rates supply their places as enemies, as traitors,

who betray the rights of the class to which they in common

belong ? Hence the labour war which has cost us in America

many millions of dollars through the industries it has sus-
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ponded and interrupted, and by such interruptions filled

the country with idle, starving and desperate men. Such
is the fruit of all tariffs upon imports.

The following language recently used at a Republican
Convention by the senior United States senator of Massa-

lniM-tts is unhappily too true, and it is a pleasure to hear

or read them from the lips or pen of so prominent a member
of the Republican party as Henry Cabot Lodge :

"
It is the huge size of private fortunes, the vast extent

and power of modern combinations of capital made possible

by present conditions which have brought upon us in these

later years problems portentous in their possibilities and

threatening not only our social and political welfare, but

even our personal freedom, if they are not boldly met and

wisely solved."

Mr. Lodge forbears or at least neglects to state what
*'

the present conditions
"

really are, which have brought

upon us these portentous problems, for, like Brer Rabbit,

with only a racial distinction, he too, was born and bred in

the briar-bush tangle of New England Protectionism.

Besides, Mr. Lodge is quite too much of a gentleman to

speak of the gallows at a table at which one or more of the

guests have kindred that have been hung. He, therefore,

very respectfully refers only to present conditions, but for-

bears to say a word of the pathogenesis of those conditions.

However, his confession of present conditions is none the

less welcome.

The slaveholders took the desperate risks of a civil war

to avoid paying a fair price for the culture of their cotton,

sugar, and tobacco fields. Is the time very distant when the

Protectionists will be ready to risk another civil war for

precisely similar economical reasons ? and with even more

disastrous results. Such a revolution might and prob-

ably would leave a tariff upon imports, though shorn

of a portion of its claws and teeth, still the main reliance

for revenue. That would be like surgery for a cancer-
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The disease would soon reappear with increasing vigour,

if a single root or fibre of it were permitted to survive, and

what can so surely, so quietly, so genially supply its place as

the opening of our harbours freely to the commerce of all the

world, and, for the purpose of revenue, reserving the States'

trifling quota of what it would thus directly contribute to

the new industries and national resources that would thereby
be created by the new-born commerce, besides relieving the

country of the expense of collecting a tariff on imports.

VII.

But great as that economy would be, it would be as nothing

compared with the advantages to be realised from it by
the perfect reconciliation between labour and capital which

would inevitably ensue. The wage-earner would no longer
feel any of the expenses of government, for they would all

be paid into the Treasury out of the surplus profits of the

employer ;
he would be able to supply himself with the

products of every nation at practically the same price

as it is supplied to the nation producing it, plus the trifling

cost of transportation. People could make contracts for

work without any more of the conditions now constantly
made against the contingency of labour strikes, for there

would be none, nor would we hear any more about restric-

tions upon the hiring of men or of the purchasing of material

of every kind where and of whom we please, except to

secure both on the most favourable terms possible to the

two interested parties.

As all our labour strikes and incidental troubles are the

ill-omened offspring of the tariff, so, by the gradual dis-

appearance of the tariff in the way I propose, those labour

troubles would less gradually disappear, and we shall then

be entitled to rank as the first and the only Christian nation

which has so far complied with the golden rule as to open
its markets free to all the world

;
the only nation that will

be able to study and profit by the art, ingenuity, and skill
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of all nations, at the greatest advantage because at the least

expense either of time, labour or money.
The proposed process of collecting our revenue is simplicity

itself. Every corporation of any account keeps books

sIiQwing in sufficient detail its receipts and its expenses.
In most cases these reports are printed annually or quarterly
for their stockholders. Their charters might, and would,

require such of all. The State as a stockholder would also

receive one. Every chartered corporation can and should

have its accounts and operations subject to inspection at

all reasonable times by its stockholders. The State should

besides have its official inspectors to be satisfied about the

correctness of the returns and management as the Federal

Government has for the army, navy, consulates, custom

houses, &c. This surveillance would be as profitable for

the corporation as for the State shareholder on the principle
that the best manure for the farm is the master's

footsteps.

Under such a revenue system it is inconceivable that

the cost of collecting our federal, state, county and municipal
taxes should cost one-tenth if one-hundredth part of what
their collection costs under our present system of taxation.

It would be as different in cost and labour and other desirable

results as to the farmer seasonable rains differ from irrigation

by an elaborate system of pumps and pipes for transportation
and distribution of water. It would be, about as nearly
as anything of human device can be, automatic.

With such a reform, and the grace of God, the greater

part of the most rotten and corrupting share of executive

patronage, which is now the most serious reproach against

popular sovereignty, would be relegated to the catch-alls

and garrets, like the savages' bows and arrows for war and

our grandmothers' spinning wheel for clothing.

I am aware that this is a hasty and inadequate state-

ment of the substitute I have ventured to recommend.

I have no difficulty in persuading myself, however, that it
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is sufficiently elaborated for the enlightened body to whom
it is addressed.

The processes required to put it into operation are in

familiar use by every nation likely to be represented in the

Congress. The number of such processes with which it

would happily dispense would prove to be far from the

least of its merits in the judgment of experienced statesmen.

VIII.

Since writing the foregoing my attention has been called

to some precedents in Europe which strengthen my faith

in the entire practicability of the substitute for tariffs on

imports which I have ventured in the preceding pages to

suggest, and for which I am indebted to the courtesy of

M. Philippe Bunau-Varilla, one of the most eminent

engineers of our time.

In France, all charters for surface railways given to

private companies provide for the extinction of those charters

on the expiration of 100 years from their issue
;
the capital

of shares and bonds to be reimbursed at par to the share

and bond holders within that period, for which the company
provides an adequate sinking fund out of its profits year by

year. In about 40 years by this process the republic of

France will become the sole proprietor of all the 24,000 miles

of railroad in her territory without paying a farthing for

them.

In view of the innumerable contingencies to which all

property, whether public or private, is subject in this world,
it is difficult to estimate with much accuracy the value of

such an acquisition to the Republic, but no well-informed

person would be likely to estimate the income from this

source far from sufficient to cover the interest on the whole

public debt of France as it stands to-day.
So far as the principle of the State reserving a com-

pensation for any easement with which it parts, it is on all

fours with the substitute for a tariff on imports I have
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presumed to suggest. The ultimate absorption and absolute

ownership by the State of the properties thus created, is

an entirely separate and different question which there is

no. occasion here to discuss. Individuals as a rule have

greater inducements than governments to be frugal and to

accumulate, and therefore it may be well for governments
to interfere with individual initiative as little as possible.

ide, any government invested with more power than

it actually needs, is sure to abuse it.

Another example is the Metropolitan Railway of Paris.

The city built the tunnels and bridges. The company
laid the track and erects the stations.

For the city's interest in the investment it receives about

one-third of the gross receipts, the company retaining the

other two-thirds for the interest and as a sinking fund

wherewith to pay back to the share and bond holders for

their shares and bonds.

The first line was inaugurated in 1900. During the

year 1907, the city received for its share 11,225,451-96
francs of revenue, while for its bonds and sinking fund it

only required 5,772,000 francs, leaving thus to the city for

that year a net profit of 5,453,453-98 francs.

Nor is that all. Within about 40 years the company
will have to surrender all this railway plant to the city, which

thenceforth will receive all its income, less only the cost of

operating the road, with its shares and bonds all paid up and

cancelled.

Were the city in the situation to claim the sole owner-

ship of this property to-day, as it will be, humanly speaking,

in less than half a century, its income for the present year
from this property would be about twice the amount received

in 1907, or say 22,500,000 francs (4,500,000 dollars).

Another industrial investment of a not dissimilar type
mentioned by M. Hunau-Varilla, is the famous Burger Brau

of Pilscn, Bohemia, established in 1842, and when Pilsen was
but an inconsiderable village. The profits of the establish-



354

ment were at its foundation guaranteed to the real estate

of which the subscribers, 250 in number, were the proprietors

when they constituted pretty much all of the taxpayers of

the village. Last year each of the actual proprietors of

those realties received as his share, 15,550 francs (14,620

kronen). They actually receive now from the Burger
Brau annually an income in excess of their taxes. Hence
a legend that there is a town in Bohemia so rich that its

fortunate citizens receive taxes from the city instead of

paying taxes to it.

Baron MAX VON KUBECK (Austria) submitted the fol-

lowing paper 7

MANY prominent economists of all times and of all countries

have stated, and elucidated, with the aid of most convincing

examples of what we are to understand by Free Trade.

Our readers are familiar with their teachings, and we shall

therefore not aim at reproducing them in this present

treatise, though we have to begin by mentioning the

fundamental premises of a principle, which, in itself is

difficult to define. We must state the characteristic

features of that principle, in order to draw our conclusions

from them. In doing so we shall, of course, first turn our

attention to what is nearest, i.e., to our own continent.

It is evident that in Europe a free exchange of the produce
of the soil and of industry would not only be the most

natural state of things, but also the most advantageous to

the citizens of the several States. For where there is an

unhampered free exchange of produce, there, owing to an

immutable law of Nature, an adjustment between affluence

on the one side and scarcity on the other is brought about.

Arrived at by artificial means, such an adjustment, on the

other hand, can never even partially satisfy all those con-

cerned. It is but natural that the nations of Europe, who

to-day form distinct sovereign States, have maintained their

political independence, with the help of special legislative

and administrative measures, which answer to their respecr
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live national and social requirements. This independence

corresponds to divisions which, in early times, were inevit-

able among European tribes and nations, and which, being
the result of historical evolution, followed the periods of

primitive chaos and disorder.

Originally, when through Jack of modern means of

communication, the inequality was very marked between

those economically developed States, such as England and

France, that had the advantage of maritime intercourse

on their side and those others who, being less favoured

by Nature, lagged behind. It seemed necessary to aid

these latter by protective measures so that they might be

enabled to take their share and to hold their own in com-

petition. They had to be strengthened and educated to

independence, as it were ; so that, like the man who has

outgrown school and home, they might be fit to engage
in the battle of life. The independence of these nations

corresponds also to the political evolution of their States,

whose stability, the final result of many weary wars, we
call the European balance of power. Hence we too admit

that an important feature in the historical development of

all States is that diversity of internal administration which

is an outcome of national and individual character, inas-

much as it is based on special requirements, different in

different countries, such as taxation or the financial systems.
If these States endeavoured to erect barriers between them-

selves and the outside world, that is to say, if they did

their best to render passenger and goods traffic more

difficult obstacles in the way of the first being stricter

passport regulations and police measures against immigration,
measures introduced from political motives and directed

against foreign ideas, while goods traffic is bring hampered

by prohibitive tariffs checking imports and exports, and

the like, they may have been prompted by considerations

for new and young home industries. Nowadays, however,
a policy that tends to isolate a country from the rest of

the world is less liable than any other to bring about national
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welfare and strength as the outcome of what is erroneously

supposed to be independence. The actual economic con-

ditions of the world no longer tolerate such an anachronism ;

they point to a union of all the States belonging to the same

continent, they point to a formation of vast economic

districts, where universal competition would be possible

while they show up artificial restrictions in their true light,

which means, as the enemies to everything that from an

ethical point of view is important in a nation's peaceful
exercise and development of its powers, and also as the

enemies that prejudice the many without benefitting the

few.

This view is gaining more and more ground to-day, as

the inventions of our own times, the most important of

which is the utilisation of steam and electricity, have made
such rapid progress within the last ten years that they
have transformed traffic into an irresistible means of union

between all the countries, and have formed a bond of

culture against which the system of isolation formerly so

powerful and so highly prized, is struggling in vain to defend

its ground. Yet we find that in spite of previous improve-
ments, European traffic has for years past encountered

ever-increasing difficulties. The beginning of a Free Trade

transition period, that is, a period when the commercial

and customs treaties with their conventional tariffs tended

towards a restriction of tariffs to certain goods in the

market, is to be traced back to the Franco-English commer-
cial treaty, concluded between the Emperor Napoleon III.

and Richard Cobden. It is well known how much both

sides owed to that treaty, how its beneficial effects mani-

fested themselves in either country by an increase of indus-

trial activity.

The clause of preference having been added to the

West European treaties, international traffic began to

benefit by them, in so far as they admitted within the

period of the treaty of further reductions of customs,

but excluded any increase. The same tendency can be
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traced in the customs and commercial treaty concluded

with France in 1865, which was followed in 1868 by that

between the Zollverein (Customs Union) and Austria-

Hungary. The war of 1870, however, in which France

suffered one of the greatest defeats she ever had experienced,

.qave. the protectionist party, who, in France as elsewhere,

is always on the alert, the welcome opportunity of laying
aside their enforced reserve ; and perhaps inspired by
I*>litical antipathy to Napoleon III., they soon reversed

his Free Trade policy. The more easily so as the first

President of the French Republic was an avowed protec-
tionist and bitter opponent of Napoleon III., whose great-
unrle he had glorified in his history of the First Empire.
How Napoleon I. tried to destroy England's industrial

supremacy by the continental blockade, and how he failed

in his attempt, is a well-known page of European history.

A noteworthy proof of the financial strength of France

can be found in the fact that, supported by the economic

policy of Napoleon III., but also by the exemplary industry
and thriftiness of the French population, both of peasants
and of the middle classes, she found means of paying down
to the victorious Prussians the fabulous sum of 5,000,000,000
francs.

The example set by Republican France was speedily
followed by the other European States. The increase

of economic resources in the newly-constituted German

Empire that followed on the Franco-German war, as a result

of the enormous indemnity paid by France to Germany,
produced there and in the neighbouring empire of Austria

a mania for speculation. This was accompanied by a

depreciation in the value of capital capital which was

abundant and ever-increasing in the imagination of the

greedy speculator only ; an unparalleled strain on credit

ensued which finally culminated in that fearful crisis

known in Germany and in Austria as the
'*

Kracli," and
which was so disastrous -to both countries, particularly so

to Austria. The help proffered by the State had to restrict
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itself to the maintenance of such institutions as rested on

clearly defined statutes which they had not overstepped on

this occasion and especially to the support of those that had
relations with the Department of State Finances, e.g., the

Austrian-Hungarian Bank, the
"

Bodencreditanstalt
'

and others. It was, therefore, a bad outlook for manufac-

turing industries, for the innumerable small commercial and

banking houses, which all were the victims of the above-

mentioned catastrophe and had to be left to their own
resources.

It was they who unearthed the seemingly worn-out

remedy of Protection, inducing thus the Governments to

set aside treaties and to introduce severe autonomous tariffs

as a means of bringing about that highly commended though

problematic kind of national independence, which might
be compared to the independence of an impoverished man.

This movement, at first supported in Germany by the

industrial classes alone, but gradually taken up by the

agriculturists too, exercised a decided influence on the

great Chancellor, Bismarck, who, from an ardent Free

Trader, suddenly became a protectionist.
The natural but slow-working remedies, such as indus-

trial restrictions, reductions of profits, state support, c.,

having failed to bring relief, the talisman of Protection was
seized upon, which, though rather worse for long neglect,

was still expected to do wonders in the very convenient

form of industrial taxation imposed upon all classes.

Germany arid Austria mutually repealed the treaty of

1868 and created autonomous tariffs with but few mutual

concessions, limited to
"
Appreturverfahren

" and frontier

traffic.

The Free Trade party, which had raised its voice against
the protectionist reaction in the Congresses of the German
economists held successively in various towns, was con-

demned to temporary inactivity. The Congresses were no

longer held, as Free Traders foresaw, and in some cases

experienced, the futility of their efforts.



At one of their last meetings one of the Austrian members
and reporters the writer of these lines suggested a
( iMoms alliance between Austria-Hungary and the German
/oil \vn-in (Customs Union) which the other civilised nations

of Europe would not have failed to join eventually. This

piv-rmiiu-ntly practical proposition was far more than

a merely theoretical defence of the doctrine of Free Trade ;

it was, in fact, a return to a policy which had been seriously

considered at the time of the federation of Austria and

Germany, but was unfortunately thrown out in 1880 appa-

rently from political reasons. If in the "
fifties

"
Austria, as

a German federate State, strove under Prince Schwarxcnberg
for a union with the Zollvercin (Customs Union) it was

certainly from political considerations. But if in the
"

eighties," at a time when Austria had long been severed

from the German federation, this great idea was brought
forward and supported from purely economic motives by
the representative of Austria in a pre-eminently Free Trade

society, Germany's opposition to this proposal (founded
on anxiety lest Austria should have a desire for political

supremacy) is incomprehensible.
The common battle-cry

"
Protection for national

labour !

' '

could not be silenced, and like an avalanche it

spread all over Germany. This Protection was to be at-

tained by burdening the consumers with a rise in the

price of natural products a very convenient form of

indirect taxation ; restrictions in the number of markets

in consequence of which the supply would decrease instead

of increasing, as it does during a period of free international

exchange, were to accomplish this desired increase of prices.

It is in this way that the State perpetuates and sanctions

a wrong against the population as a whole,
' ' une spoliation,'

'

as Bastiat rightly designated it in his
" Harmonies Kcono-

miques," presumably in favour and to the advantage of

one class the class of the industrial producer, important
and indispensable it is true, but forming only a fraction

of the entire population. The real Protection, which alone
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is ethically justifiable, lies in individual thought and in indi-

vidual will-power being intelligently exercised in all the

circumstances of legitimate competition (it lies in the two

words, "help yourself!"). If, in theory, the increase

of wages of labour and the improvement of the social

position of the workman is the acknowledged aim of

Protection, this argument has not held good in practice,

for, as a matter of fact, a high protective tariff has never

exercised a lasting influence on the increase of workmen's

wages, but, on the contrary, any increase that was effected

was always the outcome of strikes on the part of the work-

men themselves. But there can, on the other hand, be no

doubt that under a system of Protection, the working
classes have always had to pay higher prices for their food

and clothing. Nor must we omit to call attention to the

fact that a system of Protection has a decrease of the

market in its wake
;

since owing to the artificial raising of

prices and in consequence of a decrease of supply, the

buying capacity of the consumer soon begins to decline also.

As regards the latter point mentioned, it is curious to com-

pare the opposite effects of a transition from Free Trade to

Protection in continental countries on the one hand, and

on the other hand from the system of Protection or prohibi-

tion, as the case may be, to Free Trade as we have witnessed

in England. It is well known that Sir Robert Peel brought
about the repeal of the duties on corn in 1846 by aid of

the Anti-Corn Law League.
Cobden's efforts were all for peaceful economic develop-

ment and free intercourse between the nations
;

a logical

outcome of his action was his intercession in favour of a

free exchange of produce and of the necessities of life between

the different States of Europe, and it was in his own country,
in England, that his ideas first took the form of a definite

system. Ideal as Cobden's conception was, in Continental

Europe it could not be carried out with any consistency.
As already stated, a retrograde movement to autonomous

Protection took place after a return to international
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freedom of communication, the expression of which were

the so-called West European Commercial Treaties, with

their preference clause, a clause intended to prevent a

one-sided rise of tariffs. This movement, the result of the

economic crisis following on the Franco-German War of

1870, proceeded from Germany and was eagerly taken up
in the neighbouring empire of Austria-Hungary. In 1891,

at the instigation of the German Emperor, an attempt was
made to obviate its disastrous effects by a return to the

former Langfristigen Konvcntionaltarifen.

The course of the continental system of Protection and

Prohibition, as opposed to that of England's Free Trade

policy, is shown in the successful protectionist efforts of the

European continent. This system confined itself at first to

the industrial and manufacturing production which sought
its welfare in Protection without consulting the interests

so varied and often conflicting even within its own branches

of industry.
This movement, begun in 1875, at first entirely dis-

regarded the agricultural question, as no one thought of

taxing natural products and raw materials, least of all in

a grain-exporting country like Austria, and especially

Hungary. The agriculturists were Free Traders to a man,
not only on their own account, but very naturally with

regard to industry, as Free Trade meant cheapness of

textile materials and agricultural machinery. Gradually,

however, the Protectionist epidemic spread also to this class,

.and the German squires, the so-called Agrarian party, took

the lead, bringing back to memory the attitude of the

English
' ' Land and Corn Lords

' '

of days gone by. This

current, running contrary to the aims and results of industrial

Protection, especially as regards industries whicli depend on

the cheapness of raw material, shows clearly. the selfish

class-interest of the landed proprietors of Germany. In

their endeavour to secure the monopoly for their agri-

cultural products against those from foreign markets, they
were absolutely indifferent to the interests of the consumers
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i.e., the masses of the population, working classes included,

whose welfare depended chiefly on cheap cereals. It

might have been expected that this very pronounced

tendency in the new German autonomous tariff would
exercise a stimulating influence on the neighbouring
State of Austria-Hungary, as has actually been the case,

although, as has been said before, the interests of agri-

cultural export in Austria-Hungary depend on conditions

very different from those that influence German agricultural

exports, for the latter are far more threatened by America
and India than by Russia and Hungary.

But therein lies the vital point which must lead to a

complete that is, economically united coalition of the

Middle European States as a barrier against the dumping
of American and Indian grain that threatens to overwhelm

European markets.

For the conviction is borne in upon the unprejudiced
observer of the course of development in national life, that

the individual economic isolation of the civilised European
States, now that all the continental countries are so closely

joined by a web of railways and telephones, menaces to

become more and more prejudicial to the many and the

few alike, and that it cannot therefore be perpetually
maintained. The German Zollverein (Customs Union)
succeeded in raising the economic power and importance of

the realm to its present height, and that long before the

German Empire was founded, and when the German

Federac}' comprised many absolutely independent and

sovereign States (including the Austrian provinces, although
these were not admitted to the Zollverein Customs Union).

In proportion as the modern methods of communication

accomplish their end namely, that of lessening the dis-

tances between the centres of produce, the market and the

consumer an ever-increasing Protection policy endeavours

to frustrate this design of a sound political economy, or, at

any rate, it tries to put powerful obstacles in the way of its

attainment. A sound railway tariff, which is the end and
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aim of all those concerned in the question, makes Protection

superfluous, even for those who, thanks to its help, have

risrn in the world at the expense of the community or,

r.ttli- r. have been artificially supported by it. Those great
1 .UK! and water ways which quicken the traffic and inter-

course of the nations occupying the comparatively limited

^I>.ice covered by the States of Europe seem to cry aloud

for extensive economic districts, but no one listens to those

voices ; we see, on the contrary, that the various Govern-

ments, urged and influenced on all sides by protectionist

parties, are doing their best to hinder communication and
to restrict it at the expense of the consumers, whose greatest

contingent is, by the way, furnished by the State itself. It

is obvious that we refer to Protection duties only, and not

to revenue duties, introduced by the State for financial

purposes, and forming, with internal taxation and monopo-
lies, the sovereign rights of every country. It seems equally
obvious that, in the treaties stipulating for greater facilities

in the international exchange of goods, the inequality of

the industrial and commercial circumstances which arc the

result of the difference of laws concerning taxation and of

different conditions of production in the various States,

should be taken into consideration. That is to say, the

standard of duties (to begin with, at least, duties as far as

Germany, Austria, and Italy are concerned) should not be

higher than is consistent with the balance of the various

rates of production, taking taxation into consideration also.

In order to determine on the nature and the degrees of

these rates, it would be necessary to summon an inter-

national customs conference, to be held periodically in the

chief towns, \\hich, by adjusting this balance and continually

reducing the rates of protective duties, would gradually

pave the way for and bring in Free Trade, or, more correctly

speaking, a free exchange of goods between the various

countries.
' Where there's a will there's a way." Yet

the difference in conditions of production is mostly a result

of Protection, in so far as its principal feature, the high
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rates of transport of raw material andmachinery ,heavily

handicap the industries dependent on the latter. It would
be to everybody's advantage if the internal taxation of the

manufacturing industries were to experience such reductions

as would tend to make the conditions of production

practically equal in the countries mentioned above.

The fact has already been emphasised that a transition

from Protection to Free Exchange cannot be accomplished

by leaps and bounds a lesson taught to us by Nature

herself, for there we may daily observe the laws of gradual
but sure development. Only such progress as is the out-

come of slow growth can be lasting, and in this England

may serve as a model. However, only on condition that

the idea of Free Trade is steadily pursued and fostered

will it lead to the desired goal. It is this constancy of

purpose which has been lacking hitherto, for which reason,
as aforesaid, the commercial world, tired of the isolating

effects of Protective duties and acting at the instigation
of the German Emperor, demanded in 1890-1891 a return

to the Vertragspoliiik as conducive to greater stability

of production. That this inclination of producers towards

freedom of intercourse corresponds, I might say, to the

instinctive need for it, is shown by international exhibitions

which are becoming of more and more frequent occurrence ;

they are not instituted with the sole object of procuring
an opportunity of learning from each other and of drawing
mutual profit from their proficiency in agricultural or

industrial branches of trade, but principally with the

object of bringing about an increase of orders and of markets

outside their native land for individual national products.
If this is the real and undoubtedly the most legitimate

aim of exhibitions, and the reason too for which every
assistance is afforded them, such as reduced rates of trans-

port by land and sea, as well as, what in our own case is

the most important item, viz., freedom from customs duties,

why do we still seek to slacken the speed of the rolling

wheel of international exchange by all kinds of difficulties
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and restrictions, which might he called downright provoca-
tion to an evasion of the law, that is, to smuggling ? Is

the salary of the host of customs officials and the army
of .customs police such an enviable budget item that it is

not to be dispensed with at any price ? The emancipating

principle of an economic union of the civilised countries

ot Kurope will and must finally make its way, and it will

do so against the will of the most obstinate adherent of

Protection, because it will be aided by the ever-increasing

competition of North America and in a not very distant

future by that of Asia.

Stress has already been laid on the fact that successful

resistance to present or impending competition can only
come from compact economic districts, and that therefore

Kurope, cut up into relatively small economic zones, continu-

ally at war with each other, will not be able to hold its

own against the competition of an economic power five

times its si/e, such as the United States of America. Conse-

quently the most effective propaganda for Free Trade will

lie above all in the teachings of hard necessity and not in

the stating of abstract arguments. Attempts should be /

made at least to blend the economic interests of Germany, /

Austria-Hungary and Italy into one customs union, for

not until a free exchange of goods between politically united

nations has been established will the triple alliance, whose

value in the maintenance of the peace of Europe must be

acknowledged by all who can see and judge, make its bene-

ficial influence fully felt. This accomplished, the other

civilised European countries would join, nay, would find

themselves obliged to join, this economic alliance of central

Europe, for the danger menacing them all is so imminent

that sooner or later they would practically have no other

choice left them. The inveterate failing of our own times

is a confusion of political questions of importance and of

desires for power on the part of individual young States and
of their greed for territorial aggrandisement with the

peaceful adjustment of those vital economic interests that
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are common to all the citizens of ail the European States

interests which it is a great mistake to call material, since

they help to promote not only the bodily welfare of the

community, but also its intellectual culture and all that

is best and highest in each nation's life. A favourite

reproach made to the defenders of a Free Trade policy by
their opponents is that of double-dealing, that is to say, of

harbouring hidden political motives, while lack of patriotism
is another capital sin attributed to them. Reality, how-

ever, proves that the contrary is the case. It is just because

a man labours for free competition in his own country and

for the loosening of the chains that hinder and paralyse it,

that he will be wishing to see competition conceded to other

nations also. Else we should have to stop our railroads

on the frontier of the neighbouring State, and garrison the

customs fortresses, which would have to be erected with an

army of customs police. This can hardly be anybody's

intention, for he who says A must say B and so on down to

Z. The newly formed alliance between Germany and

Austria-Hungary, which held its first conference a short

while ago in Vienna, and was attended by the most promi-
nent political economists of both empires, is the brilliant

beginning of an era the coming of which we venture to

predict. He who judges with a fair, unbiassed mind can

no longer doubt that the growing comprehension of these

facts and their practical application within wide circles

of the population is an important step forwards in the direc-

tion of the goal, namely, of that emancipation from economic

fetters imposed by the State without which humanity
can know no real progress. Almost all the leading Euro-

pean powers pursue their peaceful tendencies with this end

in view, though it may not always be apparent. In our

days, in accordance with the old Roman saying,
' '

Si vis

pacem, para bellum," all Europe is still bristling with arms
;

yet she takes care not to make use of them. The guns
remain dumb, because the growing intelligence of the

European nations prevents their precipitate discharge. This
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iii itself is a great acquisition, an enormous advance on

real enlightenment of the people, who in consequence are

growing more and more conscious of their power. There

still remains, however, the jealousy of the States i.e.,

of their governments among themselves acting as a drag
on the removal of customs restrictions.

Yet this, too, will and must yield to the craving of all

nations for freedom of international intercourse.
**

Peace,
Free Trade and goodwill among nations !

' How beautiful

is Cobden's method, suggested to him by his far-seeing, un-

biassed judgment and by his broad conception of the lives

of nations, in which to him ethics and economy are as one.

The failure of Mr. Chamberlain's protectionist policy

proves that Englishmen have never ceased to be staunch

adherents to these principles. Let the continent of Europe
follow and all will be well with us

;
and let not therefore

our economic policy be inspired by either envy or resent-

ment, but let it be based on the recognition of the solidarity

of the interests of all nations. And when the time comes
and each State watches, not only over its own interests,

but watches also so that it may be in unison with those

of the other countries, then that recognition will have found

its proper expression

Car I'linion fait la force !

Professor BREXTAXO (of Munich) wrote the following

paper, on <J ihe Industrial "Organisation of Germany
under the Influence of Protection," after the

Congress had ended. It is here inserted as a most
valuable contribution to the discussion of the

Second Subject of the Congress :

THE opposition of interests involved in commercial policy
was until the seventies of the nineteenth century different

in Germany from what it had been in England from 1815 to

1846. In England the landed proprietors had been the

Protectionists, and the manufacturers the Free Traders. In

Germany it was just the reverse. Prussia and most of the
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North German States were, for the greater part of the nine-

teenth century, mainly agricultural countries which ex-

ported corn. The large landed proprietors who there

abounded had the greatest desire to get for their corn as

many industrial and foreign products as possible. They
were Free Traders, and so, of course, were the merchants

of the seaports. South Germany and Saxony, on the con-

trary, were the classic areas of Friedrich List's activity ;

and their commercial policy was aimed at nursing into life

new domestic industries by imposing import duties on

foreign manufactures.

Friedrich List has become a kind of national saint of

German political economists. He has deserved it by his

patriotism, to which he sacrificed his life. But his lot was like

that of so many a saint. Round his name a myth has been

spun, and those who invoke him to-day as their patron
have so little in common with his real doctrine that, did

he know of their doings, he would drive them out of the

temple as Christ drove out them that sold and bought.
For Friedrich List was a friend neither of all kinds of

import duties nor of their duration for ever. The duties the

imposition of which he desired were duties required to pro-

tect the infancy of production. Only those branches of

production were to be protected by duties for which the

country had a natural advantage, and which promised that

one day their products might enter into free competition
with the same products of any other country of the world.

He was against all duties on those foreign products in which

it was, by the nature of things, out of the question that the

home coimtry could ever, without assistance, successfully

compete with its rivals in the markets of the world. Thus
he was dead against duties on agricultural products. But
where a country had all the natural conditions for develop-

ing a branch of production, and the only thing wanting
was sufficient capital, then protective duties should be im-

posed on the products of that branch until it had grown
to be so strong as to be able freely to compete with its foreign
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rivals. Kvn Hormlcs, had he been left in his infancy un-

protected against the aggression of older persons of far

weaker natural powers, would never have grown to be

victorious over the Nemean lion. List's argument was

that the duty on the importation of a foreign commodity
would at first raise its price in the home market ; by this

the profit made in producing that commodity in the protected

country would rise
; and, as a consequence, capital would be

tempted to engage in its production, or, in other words,
domestic competition in the production of that commodity
would increase. By this domestic competition the prices

in the home market would be lowered, and the home pro-
ducers of the protected commodity would be forced to im-

prove their process of production. Moreover, in order to

induce them to make these improvements, the duties should

be gradually lowered, until the minimum cost of production
was reached. This minimum being, according to the assump-
tion that the country had natural advantages for the

production of the commodity in question, the same in the

home as in the foreign country, all duties on the importation
of the hitherto protected commodityshould then be abolished;
for the development of the industry hitherto protected
would by now be so far completed that it might com-

pete freely with its foreign rivals. This shows that the

ultimate end of Fricdrich List was Free Trade.

It is not my intention to enter here into an examination

of the correctness of Friedrich List's doctrine. I only wish

to say what it was, so that the reader may judge for

himself with what right the German Protectionists of to-

day justify their policy by appealing to the authority of

Friedrich List. Neither had Prussia recognised List's

doctrine as true when, on the foundation of the Zollverein,

she accepted the principle of Protection as its basis. On
the contrary, the Prussian Government had, in marked
contrast with the Governments of the South German
States, up to the end of the seventies, always professed
Free Trade doctrines, and if practically it made concessions

A A
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to the principle of Protection, it did so purely for political

reasons. It was only by conceding duties on foreign manu-
factures that the South German States and Saxony could be

induced to agree to a Zollverein
;
and a Zollverein had been,

ever since the restoration of peace after the Napoleonic

wars, considered by Prussia as of primary political im-

portance, for from that time Prussian statesmen saw
in the Zollverein the means of uniting Germany under

Prussian hegemony. Prussia, therefore, by submitting

practically to List's theory of
' '

development
' '

duties, made
economic sacrifices for a political end. Later, in accordance

with this view, when the German States, which were Pro-

tectionist, had so long belonged to the Zollverein that their

separation from it had become all but impossible, and when
other mainly agrarian German States like the then kingdom
of Hanover, had, by entering into the Zollverein, strength-
ened the Free Trade interest in it, the duties on foreign

manufactures were lowered. In 1864 Prussia could dare to

lower them so far that the danger which then threatened

its German hegemony, the entrance of Protectionist Austria

into the Zollverein, was entirely removed. In 1876 the

duties on iron were absolutely abolished.

Just as it had been considerations of high policy which

had led the commercial policy pursued by Prussia in the

Zollverein, so also the considerations which caused Prince

Bismarck, in 1878, to return to a Protectionist policy were

not of a commercial nature. Prince Bismarck had, with

the help of a liberal majority, lifted the German empire
into the saddle. But towards the end of the seventies

this liberal majority was no longer willing to follow his

leadership unless a substantial share in Government was

given to it. This Prince Bismarck was not willing to

concede. He therefore looked out for another majority.
The economic conditions of the time were favourable

to him. The boom
|

which had set in after the

peace of Frankfort had^been followed by the crash of

1873 : great depression prevailed in all industries ;
and
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wl it'n the competition of American and Russian and Indian

wheat drove the German agriculturists not only from the

English market, but began to endanger their position even

in the German markets, the German agrarians, who, during
the entire nineteenth century, had been Free Traders, began
to turn Protectionists. Prince Bismarck would not have

been the politician he was had he not utilised these changed
circumstances. He found the new majority Vwhich he

wanted by giving up the
"
Kulturkampf

"
; and, by

giving them Protective duties, made the men, who till then

had been his bitterest foes, his most enthusiastic friends.

He repeated the policy which, before him, William III. had

pursued to consolidate his English throne. He granted to

each interest, at the cost of the entire community, the

duties it cried for to the agrarians duties on corn and

cattle, to the manufacturers duties on all kinds of foreign
manufactures. The era of the so-called

'*

system of

Protectionist solidarity
' '

began ; i.e., Parliament became
a mart where one traded in duties ; each interest was

ready to grant to the other the duties it asked for on

condition that it got what it gave. Thus a majority was

soldered together out of Conservatives, the Catholic centre,
and industrial magnates belonging to the National Liberal

party, which, in return for the Protectionist duties granted
to it, voted to the Government the expenditure and the

revenue for which it asked. The costs fell on the mass of

the people, which more and more went over to Social

Democracy. ^ji
This new Protectionist era of Germany has as little in

common with Friedrich List as with the immediately

preceding era of Free Trade. This is proved not only by the

fact that agricultural duties, which were condemned by
Friedrich List, are one of the principal items of its inventory,
but not less by the duties imposed on the importation of

foreign manufactures. Nobody am say that these duties

have the "development" of German industry for their

object. The idea that duties are still wanted to develop
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German industries so as to enable them freely to compete
with foreign industries in the market of the world is repelled
as ridiculous by the official representatives of these industries

themselves. The present German industrial duties have
not development as their object, but aggression. The

present economic condition of Germany differs in one

point of fundamental importance from that which was

postulated by Friedrich List. List, as I have shown,
had demanded as a condition for the beneficial working
of his

' '

development
' '

duties that there should be free

competition in the home market between the protected
manufacturers ; by this competition the home prices were
to be reduced to the level of the prices in the free market of

the world. To-day free competition in Germany still exists

by law. The German industrial code has enacted that every
German may carry on whatever trade he likes, subject to

certain conditions which have nothing to do with restraint of

trade. And people still talk occasionally as if they lived

in an age of domestic freedom of trade and competition a

most obvious proof how ideas, formed on the foundation

of what would be in agreement with the existing law, often

hinder men from seeing the facts as they really are. Com-

petition and domestic freedom of trade belong in Germany
to the past. Germany stands under the constantly growing
domination of the principle of monopoly. The avowed

object of these monopolies is to prevent prices being reduced

by domestic competition to the level of the prices in the

free market of the world. As a justification for them you
hear it said that the legislature, by granting duties on

foreign manufactures, desired that home-made manufac-

tures should fetch a price in Germany higher than the

price in the free market of the world by the amount of the

duty ;
and in order to secure that price each branch of

industry must be organised into a
"

Kartell."

What is a Kartell ? In Germany all combinations of

economically independent enterprises which leave to these

enterprises more or less liberty of action are called Kartells.
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-, art- in the habit of distinguishing the Kartell

and the trust, and speak of trusts only when the

works combined have lost all economic independence by

becoming mere technical workshops of one enterprise,

subject to one leading will. With the Kartells, on the

contrary, each enterprise remains an enterprise by itself,

with loss or profit of its own. The Kartells are agreements
as to prices, as to the mapping out of the country into

districts the supply of each of which is granted as a

monopoly to particular members of the Kartell, as to the

restriction of the output of each member, or as to the

share of each in the sale or in the profit realised by the

whole trade. All these measures purport, where sale is

in question, to regulate the supply, and, where it is a

question of purchase, to regulate the demand in the case

of sale so as to raise or prevent a fall in prices, in the

case of purchase so as to lower or prevent a rise in

prices, and in both cases, of course, for realising the

greatest amount of profit. For carrying through this

policy coercion is used against outsiders, which goes so

far as to arrange a boycott against them. Thus

merchants and shippers are forbidden to transact business

with outsiders if they are not to lose the custom of

the members of the Kartell. It is even forbidden to sell to

firms which take part of what they buy from outsiders. In

order to enforce these and other rules of the Kartell, its

executive has the right to control the commodities sent away
by rail or ship by the members, and even to inspect their

books and correspondence. The end desired is secured

in the most efficient manner in cases in which the works

combined give up to a common office lor sale their individual

right to sell. Such was the case with the now defunct

Kartell of 1887 of the rolled ironworks. Each demand made

by a customer had to be sent to the common sale office,

which answered it and took care that the order was executed

in agreement witli the rules of the Kartell. Similar to this is

the organisation of the Rhenish-Westphalian Coal Syndicate.
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We find there a joint-stock company for the sole purpose
of buying and selling coal. The mineowners belonging to

the syndicate have obliged themselves to sell all the coals

they produce, except those which they themselves con-

sume, to the company, which sells it to the consumer.

Each mine participates in the output and sale according to

its
"

contingent," i.e., the share which has been attributed

to it according to its estimated capacity of production.
Similar to this is the organisation for the sale of

commodities of various other syndicates.
What is the effect of this organisation on price ?

The Kartell asks, of course, as all merchants do, the

highest price which it can obtain according to the position
of the market. Accordingly prices, instead of being lowest,

are highest at the place where an industry is carried on.

There the works combined have not to dread any com-

petition. Farther off from that place the manufactured goods
encounter the competition of foreign goods. The further the

distance from the place where the manufacture is carried

on, the more the price sinks ;
and in foreign countries the

lowest prices are asked for because there competition is

greatest. Accordingly the higher the duties and the

remoter the consumer is from the frontier, the higher the

prices he has to pay even if he should live at the very

place where production is carried on.

Thus all the so-called natural economic laws as to

prices are reversed. But some more artificial effects

result from this policy. One of them is of great economic

importance. Works which seemed condemned to die have

received a new life. Works with inefficient means of

production, which would be crushed by the competition
of the more efficient works, have received by agreement
with these latter a guarantee of continued existence. In

order to keep them alive the price must, by the agreement, be

fixed so high as to pay the costs of production of the

most inefficient. Thus we are told that towards the end of

the eighties the old mines in the Ruhr basin were nearing
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cessation of work.
** Most mines were considered to be

exhausted
;

as prices stood on the Westphalian market

tiny could no longer exist." Those were the'
"

Mager-
kohl/echen." Then came the Kartell. It raised the

price so high that not only these mines could again
be worked, but the entire mining industry entered upon a

new boom.
This undoubtedly was for the benefit of the mine-

owners. But was it, also, for the benefit of the community
at large ? It certainly is not in the interest of the

economic progress of a nation. It recalls the retrograde
economic policy of the old guilds. But, to be just, the

Kartells are no hypocrites ; their members do not deny that

their policy is not in agreement with the interests of the

nation
; they say openly that it is their business to take

care of their own interests, not of those of the nation. And,

indeed, all kinds of producers in all countries reason in that

way. Only, where free competition exists it carries with it a

natural correction of the excesses of narrow self-interest.

Where there is free importation, every attempt such as the

present one of the German Coal Syndicate, to keep up the

prices of coal notwithstanding the depression in all branches

of German industry, must soon come to an end. If this is

the case, what is the duty of those whose business it is to

take care of the interests of the nation ?

But the evil consequences of the policy of keeping up

prices to the amount of the cost of production of the least

efficient producer do not end here. Another consequence
is that the owners of more efficient works get a price far

above their own costs of production, a price which gives

them an overwhelming influence on all further stages of

production.

Imagine, for instance, an ironmaster owning the coal

mines necessary to carry on the production of steel. The

Kartells to which he belongs have driven the price of coal

and of iron as high as the railway tariffs, hampering the

importation of foreign coal, and the iron duties permit.
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The manufacturers of rolled iron and of machinery must

pay these prices for the material of their manufacture.

But our ironmaster, if he goes on to produce rolled iron

and machinery himself, gets the coal and iron which he

wants for this purpose at prime cost. This gives an enor-

mous inducement to him to add rolled iron works and manu-
factures of machinery to his coal mines and iron furnaces.

The enormous profit which he gets in consequence of the high

prices of coal and iron enable him to undersell his home com-

petitors who do not own coal mines and iron furnaces, and,

having driven them from the market, he has the monopoly in

manufacturing rolled iron and machinery too. Thus is

effected what we in Germany call the vertical concentration

of industry, i.e., the concentration of all stages of produc-
tion which a commodity has to go through until it becomes

ripe for consumption by the last consumer, in the hands of

owners of
' ' mixed ' '

works.

But this is not the only danger which menaces the life

of the
' '

pure
' '

works as those works are called which are

given to the production of only one kind of produce. The

high prices got for coal and iron in the home market enable

the coalowners and ironmasters to sell coal and iron

cheaper in the foreign markets than to their home customers.

They suffer no loss from it, for their general costs of pro-
duction are already more than covered by what they get in

the home market
; they only require that the special costs

of what they export should be covered by what they get
from their foreign buyers. This they easily obtain with a

profit, and, besides, they have the hope to crush their

foreign competitors by such dumping. Protection and

combination in Kartells enable them to raise the prices in

the home market so high as to ruin the
' '

pure
' '

works,
and give them, besides, an indirect bounty on exports by
means of which they hope to ruin their foreign competitors.
But this undoubted profit to them means a loss

to the community as a whole. For the foreign country
receives the commodity exported cheapened by means of a
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bounty, ami thus ahv.iv-> i^-ls more labour in exchange than

it gives. The foreign commodity exported embodies, first,

the labour which was necessary to produce it, and, secondly,
the labour embodied in the bounty, given in one way or

another to the exporter, who is thus enabled to sell the

commodity without loss to a foreign country cheaper than

at cost price. But to see this requires a power of reasoning
which is not given to all. What everybody sees is a second

loss, which Germany incurs by that policy. As the foreign /

manufacturers of rolled iron and machinery get German
coal and steel cheaper than their German competitors, they
an-, with the help of dumped German coal and iron, in a posi-

tion to beat the Germans, not only in the foreign, but
even^

in the German market itself. This is the reason why almost

immediately after the new tariff had become law the German
mamiiacturers of machinery declared that they would not

want any protective duties on machinery if only the duty
on iron was abolished. "If you consider/ said_Mr.

Ricppel, tlie distinguished director of the Augsburg jnajiu-
facturc of machinery,

" what are the duties on foreign

machinery according to the new tariff, these duties do not

mean any real protection for Germarnnachinery, for the

duties on thej"aw materials and half-finished products,

which we. as ^manufacturers of machinery, want ore,

generally, about 100 per centT higher than the dufies "on

machinery. Our~ lorcign competitors get indirectlyT^a

DounTyTm the export of finished ma^irneryTo^mnany. The

Geninajijnanufacturersoi machmery havehowadays no pn>
tectkm." This, too^ is the explanation of the petition which

the German rolled iron industry sent in June, 1908, to the

Imperial German Secretary for the Interior, Herr von

Bethmann-Hollweg, demanding the abolition of protectiv
duties on iron.

To summarise the effects here stated : Protection has given
to coal mines and iron furnaces the possibility of organising
Kartells. The horizontal concentration of raw production
has led to a vertical concentration of works, and the pure
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works belonging to later stages of production are unable

to live. The price-policy of the Kartells has saved

the inefficient works belonging to earlier
,
;jfstages of

production by killing works belonging to the later stages of

production, which without this would have continued to

exist. Only such works, belonging to the later stages of

production, are able to keep alive as have the means ot

uniting themselves with works belonging to the earlier stages
of production and of thus becoming

' ' mixed ' '

works.

|

The great complaints to which these effects have given
rise have led to the appointment of a commission for

inquiring into the working of Kartells. This commission

had not powers given to it to get at the entire truth. No
witness was obliged to answer any question which he did not

like. Yet enough has become known to show the justice
of the main complaints of the

' '

pure
' '

works. This holds

good not only for the prices, which they are coerced to

pay, but also for the quantity and quality of the goods
delivered. They appear as being in complete dependence
on monopoly, and as considering themselves happy if

they get any goods at all, whatever the price, or the

quantity and quality, or the other conditions may be.

In reading the minutes of the commission, it is very

interesting to observe how the different degrees of dependence
to which the various stages of production of a commodity are

subjected, is expressed in the answers given by their repre-

sentatives. The raw iron industry has nothing but praise

for the Coal Syndicate at least in Rhenish Westphalia.
The fact is, that the raw iron industry also has a strong

Kartell; if it said anything against the Coal and the

Coke Syndicates, this would tell against itself
; besides,

with the help of the Protective iron duties its Kartell

may easily throw any enhancement of its costs on

the consumer. In addition to this, the high furnaces,
those in the Siegerland excepted, have their own mines.

It is the same with the high furnaces in Silesia, with the

exception of one, and that one complains bitterly against
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the Coal Syndicate in Upper Silesia, and would not be able

to go on if it was not for the Prussian State, which owns
one-fifth of the Silesian coal mines, and even with that

In -lp it was for a long time unable to pay any dividends.

The same as for raw iron is to be said for the production of

steel billets. But the .praise given to the Kartells

of the earlier stages of production decreases in proportion
as we approach the production of finished articles.

But even here everybody says how much he would

regret it if these Kartells should cease to be
;
for who would

dare to make those over-powerful men his enemies

by complaining too loudly ? But through all their praise

one perceives their tears. The complaints of the rolled

iron works against the Coal Syndicate are still moderate.

All would be perfect, if only if only this or that

condition was more considered. Coming to the manu-
facturers of hard wares, the complaints become louder ,

their praise of the Syndicate resembles the
'

assurance

of a boy getting a licking how much he loved his

master, if only he would cease to thrash him. Then the

manufacturers of hardwares also pray for the future of the

Syndicates if these only would consider their most pressing

needs. Their evidence before the commission becomes

almost a higgling about better conditions for the future.

The zinc, lead, and other metal industries declare openly
that they have come to terms with the Coal Syndicate,
for since its existence they had sold so much to it that they
had profited by its existence. Only the representatives
of agrarian interests show their characteristic want of fear in

their complaints over the neglect of their co-operative socie-

ties by the Coal Syndicate in favour of the merchants.

Coming to the inquiry into the Kartell of the German manu-
facturers of printing paper, we find the Kartell's office for

sale and the printers' office for buying as far more violent

mutual foes ; but even here the transactions end with an

almost humble begging on the part of the buyers that the

sellers would forget what bitter things they had said of



380

them. : Quite different is the evidence on the Kartells

of the iron industry. Here the opposite interests of the

raw iron syndicates and the finishing industries clash 01?

each other with violence. Violation of good faith, of

morals and right, are the reproaches thrown at the head of

the raw iron syndicates. By the power given to its

monopoly, founded on the protective duties, the raw iron

syndicate coerced its customers to agree to contracts of

long duration, suggesting to them that there was a scarcity
of iron which did not exist. Then it failed to fulfil these

contracts. When depression set in, it forbade its cus-

tomers to resell what had been forced on them by its

methods, and what, indeed, their customers in a falling

market did not require, and it refused to guarantee that

the quality of the ware delivered was according to the con-

tract. But the chief accusation is that the members of

the iron syndicate sold cheaper to the foreign competi-
tors of the finishing manufacturers, and thus deprived
the German manufactuiers of their market. In this

reproach all kinds of finishing industries are united,
and the inquiry into the raw iron syndicate closes in

irreconcilable discord. But more passionate still were the

inquiries of the following day into the syndicate for

steel billets. The Coal Syndicate had, on the whole, been

praised for the wise moderation which it had shown
in the use of its monopoly. The Coke Syndicate
had been sharply attacked. The complaints increased

when we come to the raw iron syndicate, as has been

shown, and they culminated with the syndicate for steel

billets. The ever-repeated refrain of the finishing manu-
facturers is, that the difference between the price of steel

billets and that of the finished article is too slight ; the price

asked for billets on the home market is too high, whilst the

steel billet syndicate sells too cheaply on the foreign markets.

\ Consequently the finishing manufacturers who do not pro-
duce the billets they want themselves~are no longer able to

>

1 exist. The pure works are crushed on the home market by
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the competition of the mixed works, and on the foreign

market by that of Englishmen and Americans, who get

German steel at a lower price than it is sold to them.
" The

protection of national industry," such are the last words of

the representative of the pure rolled iron works,
' '

which you
have longed for, and which we have granted you willingly,

this protection you have taken from us, your faithful

customers, by such dumping."
This, then, is the end of the famous system of Pro-

tectionist solidarity. The representative of one protected

branch of industry uses such words towards the repre-

sentatives of other protected branches !

But these are not all the effects on internal Free Trade

which have been brought about by the new Protectionist

era in Germany. No less remarkable are the effects which the

new organisation of industry has engendered on retail

trade. The retail merchant has ceased to exist ; he has

become a mere agent. It is prescribed to him from whom

only he may buy, i.e., from the Kartell. It is pre-

scribed to him what he has to buy, what price he has to

pay, in which district he may sell, at what price he may
sell. The merchants examined by the Kartell Commission

agree that financially they are well off, and in the most

humble words they express their best wishes for the further

existence and the welfare of the Coal Syndicate. But

nevertheless, they cannot suppress the sighs rising out of

the depths of their hearts
" We are not merchants any

more ;
freedom of action is entirely taken from us ;

the intelligence of the individual has become entirely

superfluous
" and the situation is characterised in a

manner not to be surpassed by the words of Mr. Vowinkel,
a great coal merchant at Diisseldorf :

' '

Ave, Cesar !

morituri to salutant."

More important still is the effect of this new organisation

of industry on the relations of masters and men. It is

true that the Kartells, as such, do not busy themselves with

the labour question, with wages, and other conditions of
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work. But this is a mere juggle of words. By bringing
the employers together for the purpose of excluding com-

petition between themselves the Kartells have taught them
to organise too for taking care of the employers' interests

against those of the workmen. Big employers' organisations
have thus arisen parallel to the organisations of the Kartells.

These emphatically refuse to treat with the Kartells of the

working men, the trade unions, though these latter are the

exact counterpart of their own. The trade unions exist

nevertheless
;

for without them the working classes would

be, vis-ii-vis of the Kartells, in the position of mediaeval serfs.

But the great wealth and influence of the organisations of

the masters have made the position of the working men's

organisations very precarious.
All this increases the necessity for a remedy. Is the

entire population to be subjected to organised capital ?

The first thing which people do who have to complain
of a nuisance is to cry for the police. Especially in Germany
is this the custom. As the first measure, a public register

of all existing Kartells was asked for. Against this

nothing can be said, whatever the standpoint one takes

may be. There are, also, many who call for the publication
of the transactions of the Kartells. But nobody who has

read the minutes of the Kartell Commission, and has

observed how every question, by which one might have come
near to truth, put to the leaders of the Kartells, was ruled

out of order, will believe that the Imperial Ministry of the

Interior will enforce the publication of the Kartell transactions

as a permanent condition of their existence ;
and Kartells

may, indeed, want secrecy of their deliberations and resolu-

tions from a business point of view. Others, who go farther,

have asked for the suppression of Kartells by legislation.

The United States have tried that remedy without any other

result than that of uniting the organised works into the

still closer union of trusts. In other countries, too, it is

not easy to see how any legislative measure aiming at the

suppression of Kartells could have any other effect except
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to strengthen the monopoly which it was intended to

destroy.
But the entire idea is out of the question in Germany. The

Imperial Ministry for the Interior will never think of sup-

pressing Kartells by legislation, for it is decidedly very

friendly towards them. Comparing the utterances of the

official who presided over the inquiry into the Kartells with

those of the man who from that inquiry appears as the

very soul of German Kartells, Geheimrat Kirdorf-Gelsen-

kirchen, one finds the most far-reaching agreement between

the views of this gentleman and those of the Imperial

Ministry for the Interior. How, then, do they propose to

bring about the solution of all difficulties ? The advice they

give is :

"
Capitalists of all trades, unite yourselves !

'

The sufferings of the finishing industries have their cause

only in this, that they, too, are not, or are not sufficiently,

organised in Kartells. The various kinds of finishing indus-

tries should organise themselves. The existing syndicates
are unable to transact separately with every one of the

innumerable works of the finishing industries, and agree
with them in single contracts as to special conditions ; as

a consequence there remains nothing for it but that the syn-
dicates should dictate to them the conditions. It would be

otherwise if the various branches of the finishing industries

were also organised. Then it would be possible to find a

conciliation of the opposed interests in a transaction between

the organisations. Evidently some kind of board of concilia-

tion is thought of, like the boards which settle disputes
between employers and employed. As the summit of this

new organisation of industry, some suggest a general board

of conciliation, the Kartell of Kartells.

Thus Protection, leading to the organisation into Kar-

tells, would lead further to the very socialistic organisation
of industry which English Protectionists believe will be

kept off by Protection !

But is it possible to organise all kinds of industries

in Kartells or in trusts ? Kartells can only be formed in
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such branches of production as produce goods of a

recognised type "en masse" for the "mass/' "res

frugibiles, quae pondere, numero, mensura consistunt."

Such are coal, iron, petroleum, alcohol, sugar, salt, cotton

yarn, paper, &c., &c. But in all branches of industry which

produce commodities suitable to special individual wants,
Kartells are impossible. Where the ware produced is an

individual one, the price must be special. To these belong
not only all the branches of industry of an artistic

character, but also most of those which work for the special

wants of the day.
To this must be added another condition for the organisa-

tion of Kartells : there must be relatively few works if

such organisations are to be possible. The greater the

number of works in a branch of industry is, the more diffi-

cult becomes their organisation. In what are called the

heavy industries in Germany there exist comparatively few

works, either because, as with mines, their products are

natural, and are to be found only in restricted quantity,
or because, as with the iron furnaces, a very large capital is

necessary to erect the required plant. The fewer the

enterprises the easier the agreement which leads to

monopoly. Among the finishing industries, on the contrary,
as it is easy to found works, competitors become numerous,
and it is difficult to arrange a combination. When you
come to the last stages of the production of most com-

modities, the stages in which they are made ready for use

by the consumer, it becomes impossible to bring all heads

under one hat.

Thus the organisation of all branches of industry into

Kartells, and their combinations into one Kartell of Kartells,

appears as a somewhat Utopian solution of the difficulty.

The consideration of the significance of the number of

competitors in relation to the progress of monopolistic
tendencies brings us to that of the significance of commercial

policy in relation to the organisation in Kartells and trusts.

I will not say that with Free Trade all combinations for re-
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gulating prices would be unthinkable. Mr. Havemeyer, tin-

head of the American sugar trust, it is true, has said that if

the refinery of American sugar had not been protected by high

sugar duties he would not have dared to found the sugar
trust. But I can imagine that without Protection it might
be possible to form combinations, and I will not even

deny that there may be circumstances when such combina-

tions may be desirable. But this does not do away with

the fact that the character of the commercial policy of a

country, whether it is Protectionist or Free Trade, has a

material bearing both on the facility of organising Kartells

and on their utility or inutility.

The case is as follows : All organisation into Kartells

aims at doing away with competition. It is the direct

opposite of competition. As has been said above, this

aim can be realised the easier the smaller the number
of possible competitors is. The number may be restricted

from natural causes, as with mines. Mines cannot be

increased ad libitum. It can also be restricted from econo-

mic causes. Thus the situation of a country in regard to

the high roads of commerce, especially as to the sea, exercises

a marked influence on the facility with which monopolies may
be organised. No doubt, in Great Britain and Ireland, even

if they were not under the sway of Free Trade, the arrange-
ment of Kartells would not be easy, because the islands,

being relatively small, competition from outside would be

much easier than in the interior of Europe or America. In

the same way, as I have already said, the amount of capital

necessary to found a competing establishment may act as

a restriction of competition. But the number of com-

petitors can also be artificially restricted, first by duties on

the importation of foreign commodities, then by such

railway tariffs as exist in Germany, according to which

commodities going from the frontier to the interior

have to pay higher freights than commodities going to the

frontier. This, of course, means a hindrance to the com-

petition of all foreign commodities in the German market

BB
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which makes itself felt the more the heavier the commodity
is which has to be transported. If to this be added, as in

the case of coal, that the commodity in question exists only
in a restricted quantity, then this means the artificial

encouragement by measures of the State of a monopoly
already made easy by nature, and consequently an en-

couragement of the formation of Kartells and the carrying

through of Kartell measures, even though no import duty
exists. But if, as with iron, the artificial restriction of

foreign competition by duties is added to this, it cannot be

denied that the organisation in Kartells is made extremely

easy. The foreign competitors are then either entirely ex-

cluded or their competition is at least made very difficult. A
great amount of labour is spared to those willing to organise
a monopoly by Kartells. For this organisation is the

easier the fewer, either from natural, economic, or artificial

reasons, the establishments are, and the policy of the

Kartells is the more regardless in exacting the highest prices
the less they have to dread competition.

Thus there is only one remedy against the abuses of the

Kartell organisation which have here been exposed the

threat of competition or Free Trade. Free Trade would
not render all Kartell organisations impossible. But by it

they would be restricted to such effects as may be beneficial.

It is true that even with Free Trade it may sometimes

happen that a producer sells cheaper to the foreign country
than to his home customers, but when this happens it

is only as an exception in cases of distress. The syste-

matic selling cheaper to the foreign than to the home country
would come to an end as soon as the lowering of the home

prices by foreign competition would deprive the dumpers
of the means which makes it possible for them to sell without

a loss cheaper to the foreign than to the home country.
The way by which the dumping countries might be

induced to return to Free Trade has been shown by the

Sugar Convention of Brussels. A clause in the commercial
treaties stipulating that every country, Free Trade countries
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included, should be empowered to levy a duty as high as the

amount for which an exporting country sells cheaper to

its foreign than to its home customers would take from

Protection all the charm which it has for countries which

have outgrown the
' *

development
' '

duties of Friedrich

List. For the entire value which import duties have

nowadays for these countries consists in the means which

they give them of being aggressive in the neutral markets

of the world.

The Congress adjourned till 2.30 p.m.



FOURTH SESSION.

DISCUSSION OF SECOND SUBJECT CONTINUED.

Professor SUMNER (Yale University, U.S.A.) submitted

the following paper :

THE tariff policy of any country is an attempt to cause

certain forms of industry to be carried on there which cannot

be so profitably carried on there as some others. In the

Gulf States of the North American Union the production of

raw cotton is a natural monopoly of very exceptional profit.

No one is willing, as long as any land is free, to carry on

another industry without the same rate of profit. The

attempt of any tariff system to help this effort must be

brought to bear on cotton production in the Gulf States,

not on the other industries elsewhere. The tariff system
in its present-day form attempts to close the market, and so

to raise the price until the profit is satisfactory. This pro-

duces "infant industries," or new industries, according
to the ideas of the Protectionists. As soon as the land is

all occupied, the other industries which might be, and ought
to be, developed present themselves as beggars. If, then,

they are brought into being they regard themselves, and

are. regarded, as products of Protection and proofs of Pro-

tection : that is to say, it is assumed that they would not

exist but for the protective system.
This is the way in which Protectionism is applied in

our times in new countries and outlying colonies. To the

great mass of observers it seems to be proved that in such

countries, at least, Protection is wise and successful. The
fact is that all new countries have great advantage in pro-

ducing rare and highly useful raw materials. Otherwise
388
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they do not draw population and come to nothing. The

protective system forces the industries which have great
adv. nit ages to carry others. That is to say, it wastes the

i;;iin df the industries which have a real advantage. That is

the way in which it accomplishes, in part, what it set out to

do. Then the prosperous workers in the industry which

has an advantage are called on to pay protected prices

for selected products. They are told that the system makes
all prosperous and that all must stand together. This is

Protectionism as a philosophy of national wealth which

now prevails in the United States and is being copied in the

English colonies as if it were a proved and established suc-

cess. It has one great and obvious disaster in its path.
It is preached as a philosophy of wealth and prosperity.
It is offered in absolute terms like most other philosophies.

What, then, are its limits ? In its nature it is not capable
of being expanded to cover all peoples and all stages of in-

dustrial evolution. In the United States we are already
at that stage of the development of Protection where the

protected interests consume each other. The men in control

of the system foresee the end of it, and have announced

a revision of it in the near future.

In old countries, when it is desired to create prosperity

by the protective system, the first question must be : What
are our independent industries which can be independently

profitable and carry others ? A State may be mercantile,

like mediaeval Venice, and may use commerce to develop

manufactures. Another State may have very profitable

mines, and it may make the mining industry foster agricul-

ture. In the nineteenth century the leading civilised nations

desired to possess the arts of manufacture, and they made

agriculture bear the load of fostering manufactures. Some
have even asserted that manufactures have greater worth in

themselves to create national greatness than other forms of

industry. On the other hand, others say that agriculture
is essential to national greatness, and that, therefore,
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agriculture must be secured and provided for, and other

industries must contribute to it. We may throw aside all

assertions of this character. All industries supply the needs

of men and have no moral character or political worth.

An industry may be imitated by an effort to win gain by
serving a vice, but that is not properly an industry. If, then,
the independent production of a State is agricultural, we
can make it help manufactures, or commerce, or banking,
and so on. If the State has reached a position of power
and independence in manufacturing, that series of industries

can be made to bear agriculture and other industries as

burdens. In the United States, which is a great democratic

republic chiefly strong in agriculture, the burden of Protec-

tion falls on agriculture, but the protective system has been

spread as widely as possible so as to seem universal and to

appeal to all voters. As a result of the system, as now

applied, we see all the nations favouring the production
of metals and of fabrics

; that is, they are all meddling with

and confusing the world's markets for fabrics and metallic

products.

Now, it is certain that the protective system gives favour

to the selected industries and may bring some into existence

which otherwise would not exist. It cannot be doubted

that the system is carried on at the expense of the industries

which are independently profitable. No law and no tax

could do more than make the profitable industries pay
tribute to the unprofitable ones. What is the extent of the

depression of the independently profitable industries ?

It would be a most attractive statistical inquiry to seek the

answer to this question if the data for it could be obtained.

If the industries are suppressed they become non-existent,

and there can be no statistical returns about them. If the

cost of Protection is a new element of cost, it is combined

with other elements of cost in such a way that they cannot

be separated. It remains certain that the protective effect,

together with the cost and waste of the system, are a loss
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inflicted on the industries which would be independently

profitable a loss which is passed by as if it were trivial and

unimportant. In the United States it could not be said that

the protective system has pressed commerce down to its

present low condition, but it has greatly aided to produce
the conditions in which commerce is impossible. Never-

theless, the decline of commerce is either treated with

neglect as a matter of no importance, or it is put forward as

an argument for new applications of Protectionism, such as

subsidies to ships or discriminating duties.

If now we endeavour to form a notion of the effect of

duties of 50 per cent, on 3,000 or 4,000 articles of the broad-

est consumption there are certain consequences which can be

confidently perceived. First, the general level of prices in

the protected country will be held at a level far higher than

in other countries on the same industrial stage. An army of

custom house agents will be found busy at the boundary
to keep out goods as if they were infected by disease.

They are maintaining the bulwarks of industrial indepen-
dence and prosperity, and incidentally furnishing one of the

funniest sights which can now be seen on earth. In this

case, also, I must point out, that prices in the United

States are not 50 per cent, higher than elsewhere because the

American producer takes up the tariff as one of the conditions

under which, and against which, he has to work, and he

offsets his disadvantages by more ingenuity and enterprise.

He also lowers quality and studies external appearance.
We Americans nearly all wear McKinley clothes which are

a grand product of these complicated conditions and forces.

Second, we cannot doubt, when the market is interfered

with by conditions of favour and disfavour, that very many
lines of production are made impossible which, under freedom,
would grow and prosper. In the United States they never

get strength to cry out and defend themselves. The law-

maker never thinks of them. It is one of the most revolting

of all the facts about this legislation that there is no intelli-
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gent care for the new things which might be expected to

come into existence if we would give them a chance.

Third, the effect which must be expected, in a market

upset and confused by arbitrary efforts to favour some

industries at the expense of others, is that all politics would

take the form of intrigues to win advantages By legislation,

and that public life would tend to the form of struggles

for gain at the expense of the State, or the community. The
industrial history of the United States for a century past
illustrates this most clearly.

We are now told that our tariff is to be revised and that

the revision will be made "by its friends." That is a

warning to the victims that they are to have another dose.

The tariff-makers will use all the skill developed by one

hundred years' practice to suit themselves more completely.

They have begun to manufacture dogmas which will serve

for the revision. They will make rates to just off-set the

higher cost of production in America. This school-boy idea

of cost of production in international trade is likely to be

adopted and to control the next epoch in the history of this

matter. It is another effect of a century of Protection

that the people are tired of the subject, the newspapers do
not know or care about it, and everyone pays his taxes with

only the allowed amount of grumbling. Presently we shall

have a great war or a great revolutionary invention which

will bring production down again to facts and actual rela-

tions in a great catastrophe. Then we shall see the whole

world return to common sense about trade.

In addition to submitting this paper, Professor Sumner

spoke as follows : Since I came here this afternoon I have
seen the programme of to-day with my own name on it,

which I had never seen before. I want to say this by
way of apology and excuse for not having met the engage-
ment that was made for me.

I was present during part of the morning, and listened

with very great interest to the remarks that were made,
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which, so far as I know, apply also to the United States.

There is one thing that I have had particularly in mind
hen- in this meeting, and that is that I do not believe that

the American and the English Free Traders understand

one another completely, as they ought to.

I have been talking about Free Trade in America for

the last forty years. I am a schoolmaster over there, and
I have been trying to train young men in the ideas of

Free Trade. It is a new and an entirely strange experience
to me, therefore, to speak to an audience which, I suppose,
is altogether sympathetic. I have talked to audiences over

there where I do not believe there was a single man
that agreed with what I was saying. It is an entirely
new and a very pleasant experience, therefore, to talk

to people who, I suppose, agree with me. I have

been obliged to stop talking in public, and have not done

it much for the last ten or fifteen years. I have given
it up with great regret, but it has been imposed upon me.

I do not think, however, that I am doing wrong in making
an exception on this occasion.

Now, as I have said, I do not think that we Americans
and you Englishmen in this matter entirely understand

each other, and what I do say will make bear on that

point.

When we heard that there was a revulsion in England
of more or less importance against Free Trade of course

we could not estimate it at all carefully it was to us an

indescribable disappointment. We did not know how any
Englishman could entertain any doubt about Free Trade.

It seemed to us that you had had an experience here since

1845-6 that must satisfy anybody.
For myself, I first came to England in 1863. I was a

young man just out of college. My father was an English-
man who went to America in 1836. He married, and I was
born there. I came here as soon as I got out of college,
and I went to Lancashire, where my father came from,
and I looked around there and saw things as they were
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at that time, in the midst of the cotton famine you remem-

ber, and I have been there six or seven times since. And
even accustomed as I am, of course, to the rapid changes
that take place in America in the course of time, in the

external appearance of the country and the inhabitants,
I have never seen anything anywhere to compare with the

changes that I have seen in Lancashire in the course of

the last forty years. I speak now of the appearance of

the country, the appearance of the houses, the furniture,
the people, the children in the schools, and so on the

things that an economist must look at if he is trying to

form a judgment of the status of the population. It has

been amazing to see the change, because when I first went
there I still found the old schoolroom that my father had
described to me, in which he went to school when he was
a little boy what they called, he said, a

" Dame's school."

In the place of it there has arisen a very handsome school-

house, as handsome as I ever saw anywhere, and the children

have every appearance of the greatest comfort and pro-

sperity, and chances in life.

Now, when I heard that the English people were going
to open this question again, fight it all out again, it seemed

very strange and incomprehensible, almost incredible, to

those of us who knew the facts. I have been very much

surprised in America to see that the Protectionists have
never taken the attitude towards this English enterprise
that one would have expected. If the English were going
to be converted, and go back again to Protectionism, one

would reasonably expect that the American Protectionists

would be delighted at that. They do not seem to care

anything about it. I think that they regard the matter in

some light in which it does not seem to them a desirable

thing that the English should change on this point.

Now, the English people are, as I understand it, very
much influenced indeed with reference to this matter by
the idea that the United States have prospered by and under

Protectionism. I have seen that argument advanced in
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your journals, and I have heard it in conversation. They
say that we have proved in America that Protectionism

is wise. We think there that you have proved that Free

Trade is wise. Now, what is there that may account for

the idea that America has prospered under Protection ?

We must certainly contradict that decidedly ; that is, if

it is offered as an explanation of the prosperity of the

United States. The United States have prospered, of

course, marvellously, because it is a new country with

immense natural resources, and it has got a population of

unparalleled enterprise and industrial courage. They pitch
into work in a way that perhaps nobody else in the world

does, and they have the most unexampled returns, because

of what nature has done for them. We have got a great
continent there, and the population is not over twenty-five
to the square mile. Why should not they prosper ? They
must prosper unless they lie down on their backs and let

everything go.

Now, that is not their way. As I say, they work, when

they see that they are going to get something in return

for their work. These immigrants who pour into the

country last year there were a million of them they go
to work and they take hold of the ground, and they make
it bear products, and they put them into the stock of the

human race ; and they do not do it gratuitously either,

by a long way.

Now, the United States have made some very great

mistakes from an economic jxrint of view. They have made
dreadful mistakes in banking and currency. They have

made mistakes there, even down to to-day, in the most

appalling manner, and we must anticipate the consequences
of those mistakes that are yet to come. You cannot put
the protective tariff anywhere except under the head of a

great economic mistake, which has reduced the gains that

the American people might have made out of their con-

tinent if they had been wiser in their economic policy.

You English people ought to understand that, I think.
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I do not think that my friends who have come from the

United States at this time will contradict me in this matter.

But it is not at all an explanation of the prosperity of the

United States that we have had the tariff. It is in spite of

that mistake that we have prospered, because what the

tariff has done is the only thing that it ever can do that

is, it has loaded down one part of the people with an extra

burden on behalf of another part of the same people.
It is all right amongst ourselves at home in the United

States. This magnificent continent, with its possibilities

for the industrious labourer, has had the agricultural interest

loaded down by taxes intended to develop the manufacturing
industries. Well, now, it is the people of the United States

who have done it. They talk about their manufactures.

They talk about them as if they owned the manufactures.

They do not
;
there is a group of citizens who own them,

who take all the gains and profits that come from the

manufacturing industry.

Now, it has not been in vain that the people of the agri-

cultural interest have borne these taxes. They have been

taxed, for instance, to buy iron-clad ships of war. Well,

they have got them
; they can go and look at them. They

have paid their taxes, and paid for the ships, and they
have get them. Now they have taken a fancy also that

they wanted to buy and pay for some big factories with big

chimneys crowds of people going in and out working.

They have got them, and can go and look at them if they
want to. But every one of them is sinking capital ;

that

is to say, if it is, as the Protectionists say, the product of the

tariff, and would not exist otherwise, then it is sinking

capital every day it exists, carried on at a loss, carried on

at an obvious waste.

Now, these are things that we talk about, but the effect

on the welfare of the labourer, the effect on the capital of

the country, the effect on the taste of the people and so on,

are simply consequences of this distortion and waste of

the capital, and the amount of that that is going on in the
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United States at the present time is something that no statis-

tics can find our ;
but observation of the facts will force

it on any man's mind that it is going on at a terrific rate.

Now, I was very much interested by a sentence or two

in the speech of the Prime Minister last evening, in which

he spoke of the uneasiness of the present time. This is a

fact which in the United States has struck me most within

the last year or two the uneasiness of the situation.

You know that the two parties now going into the Election

have both declared that one of the first things they will do

is to revise the tariff. Do not let anybody mislead you by
that phrase. We are great on phrases in the United States.

You have got to be right in the movement and know what

the phrases mean, and how they change from day to day in

their meaning. Now, the revision of the tariff, every time

we have seen it and tried it so far, has meant putting it up.

I should not be surprised if it were put up again ;
I have

quite made up my mind that it is a possible thing. But,

however, they say they are going to revise it, and

there are some men among the manufacturers who have

shown new observations on their experience and new con-

victions. That is certainly an evidence of very great

uneasiness, and I should not be surprised if it should

appear that the whole civilised world had worked itself

into a position that is in the highest degree uneasy, and

which has got to be solved by some very radical remedy.
For instance, the countries that have adopted Protection

have applied it almost always, within the last fifty

years, at any rate, to the production of the metals,

particularly iron, and the production of the great fabrics,

cotton and wool. The consequence of that would

naturally be that they would all over-produce in those lines

which they had chosen to protect and to artificially develop.

Now, it would certainly soon be found in the market that

their competition with each other would produce results

that would be in the highest degree uneasy to them, and they

would find it necessary, as they now say, to revise these
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tariff systems, especially with regard to some of those great

leading industries.

In the United States, for a long time, the woollen in-

dustry controlled the tariff system in all its detail. Latterly
it has been partly sugar that has controlled the tariff evolu-

tion, the tariff development. Which of these things is to

prevail against the other in this new revision that is promised
to us is something that we have got to wait and see,

and you can wait and see as well as we can. We know
that the great probability is simply that the parties will

join together and increase the load which they have laid

upon us.

Now, here we are met together from the different leading
nations of the world at the present time to confer with each

other in regard to this matter. In the United States we
cannot do much or anything about it. I, for instance, have

never been in a position where I could affect legislation

at all. In England your position is different in regard to

this matter. You are nearer to it, and are able to control

it. In the United States it seems to me, as far as I can

find out the facts about it, to be in the hands of a committee,
who are not known to us, and are not known to anybody,
and are not known through the newspapers. They appear
to come forward at the moments of crises, and touch the

machine of legislation and correct its movement when it

threatens to break up interests
;
but it is always possible

that in the movements of party interest the tariff question

may become a living question once more amongst us. In

1893 we won a great victory in regard to it at the poll.

The mandate was given to the Legislature to reduce the

tariff. When the matter came into Congress, three senators

were in a position to defeat the mandate of the people, and
the tariff went up instead of down. You see, therefore, we
have had more or less experience of that kind of thing, and
we are not, therefore, very hopeful. We are not very san-

guine in our expectations of the future, but if we could get a

united movement of all the men who are convinced on this
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matter in the great civilised nations, it does seem that then

we might start a movement that would bring along the

laggards, and would produce effects upon legislation

which we cannot doubt would be in the highest degree

advantageous to the prosperity of the peoples in the next

quarter of a century. We must believe that, if there is any
truth at all in arithmetic, if we can reduce this expenditure
of wasted capital, it could be turned to productive use, and

could increase our supply of schools and academies and

great institutions of investigation at the present time,

of which all the leading nations admit the necessity and

the desirability.

That would give to this Conference a place in history
that I should be glad to see it fill, and I will close, therefore,

simply with the wish that we may accomplish something in

that most desirable direction.

Professor BRENTANO (Munich) : My friend, Professor

Arndt, has had this morning the ungrateful task of condens-

ing a most elaborate report made by our mutual friend,

Dr. Gothein. Of course, he could not bring out all the

interesting facts contained in that report ;
nor can I do it,

or say all that I should like the English public to know
as to the effects of the protective system in Germany ; for

ten minutes is a very short time in which to make clear

all that one would like to explain. I will therefore reduce

my speech to the statement of a few facts, which I think

are too little considered by English Tariff Reformers.

Immediately after the new German tariff was passed,
our manufacturers of machinery complained that they could

not any longer compete with English machinery imported
into Germany. And for what reason ? Because in conse-

quence of our high duties on raw iron English manufac-

turers of machinery got German raw iron cheaper than

themselves This was a hard criticism of Protection

by men who were Protectionists themselves. But their

complaint could not be listened to so soon after the passing
of the new tariff. People require some time to acknowledge
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that their work is faulty. Another fact : four weeks ago
the rolled iron manufacturers sent a petition to the Imperial

Secretary for the Interior begging that the German iron

duties might be abolished. And why ? Because, they say,

in consequence of these duties they can no longer compete
either with the so-called mixed works in Germany or with

foreign works in the rolled iron industry.

Let me explain these complaints. We have no duty, it is

true, on coal, but according to our system of railway rates

coal which is going to the German frontier has to pay less

freight than coal which is brought from the German frontier
;

and this is quite as effective as a duty on foreign coal.

Besides we have high duties on iron. This protection against

foreign competition has enabled our coal works and our iron

furnaces to combine, and by combination they have driven

the coal and the iron prices so high that even those works

which produce under the most unfavourable circumstances

make handsome profits. The cost of production in those

works fixes the minimum price, and a great number of works

which were to have been closed have risen to a new life.

This benefit to these works is undeniable : without Protec-

tion they would have been closed. But if a benefit to their

owners it may be questioned if there is any benefit to the

nation. Still more questionable is the benefit of a further

effect. The works which produce under more favourable

circumstances receive in consequence of this Protection

a price far above their costs, and this price all the German
manufacturers of rolled iron and of machinery who do not

own coal mines and iron furnaces must pay. But this is

riot all. By this high price, which they take from the

German consumer, our producers of coal and our makers of

iron are enabled to sell cheaper to foreign countries than they
do to the home consumer ;

and it is this that justifies the

complaint of our rolled iron manufacturers and of our manu-
facturers of machinery, that they are beaten on the German
market by foreign competitors who get German coal and

iron cheaper than themselves. Further, if our producers of
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coal and makers of iron attach rolled iron manufactures to

their o\vn works they have a great advantage, because they

get coal and iron much cheaper than the German rolled

iron manufacturers, the so-called pure rolled iron manufac-

turers, who have neither coal mines nor iron furnaces.

As a consequence we have now war between the pure
rolled iron manufacturers and the mixed iron manufacturers,

i.e., the manufacturers combining all stages of production
under one management, from coal mining to the production
of rolled iron, or even of machinery. The pure rolled iron

manufacturers complain that they cannot exist and must

give up work ; they get German coal and iron dearer

than their foreign competitors and the possessors of mixed
iron works ;

while the mixed iron works, by what we call

their vertical concentration of production, are crushing out

all competition. This is the state to which our finished iron

industry has been brought by Protection.

English Protectionists complain of the competition of

commodities made in Germany. I am struck, at the same

time, by the fact that I never read an English argument for

Protection which might not also be said to have been

made in Germany. All the arguments used by English
Protectionists have been used over and over again by
German Protectionists, who fear, or say they fear, the

competition of commodities made in England. They are

fallacious arguments. They spring from regarding solely

the narrow interests of some relatively few persons instead

of national interests. This is proved by the development
of German industrial life. The statement of these facts is

the practical lesson which German Free Traders can con-

tribute to the discussion on fiscal reform in England.
Mr. JOHN A. HOBSON (England) : In the few minutes that

are at my disposal I wish not to break the harmony of

these proceedings, but, if I may so put it, slightly to

ruffle the exceeding smoothness which perhaps some of

you have felt with me has been almost the defect of the.

harmony which binds us together. I entertained the same
c c



402

feeling last week as I listened to the Peace Congress. I felt

on both occasions that the logic, the appeal to equity and

to the goodwill of nations was so valid, so absolute, and so

complete that I was compelled to put to myself the question,

How is it that these forces have not been able adequately
to accomplish their end in the progress of our international

civilisation ?

Now, I take it that the great difference which dis-

tinguishes us, as English Free Traders, from other members
of this Conference is that we in England are the defending

party, while the representatives who come to us are for the

most part representatives of the attacking party in their own

country, and we therefore have, naturally, not a little to

learn from them as to the methods of attack and defence,

and the weapons which it is desirable to use.

Now I take it there has been a natural tendency in

England, plunged as we were suddenly into a controversy,
which we were supposed to have settled sixty years ago,
to take up all those sixty-year-old weapons and regard them
as sufficient for our defence. Now the world has changed
since sixty years, and although the cause of Free Trade is as

strong and as absolutely valid as ever it was, we must not

neglect to face the new facts of the situation, and in that

situation there are three points, which I cannot discuss

because I shall not have the time, but which I want in a

sentence or two to put before you.
In the first place we cannot regard Free Trade, as our

ancestors regarded it, as a part of a complete economic system,
of the

"
simple system of natural liberty." We cannot look

forward to Free Trade as one item in this great philosophy
of laissez-faire. And for this reason. Competition to an

increasing extent in the great industries of the developed
nations of the world is being replaced by combination, and

peoples are confronted more and more with the issue, not do

we prefer competition to State action, but do we prefer pri-

vate combination to public combination in handling certain

great industries which, if left in private hands, will not be
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subject to the old and wholesome restraints of competition,
but will be a source of private monopoly. That is one of the

great changes which has taken place. It is embodied to

many of us in the single term "
Trust," although for

English people that term is not adequate. In some of the

papers which I have had time to read I have found that it is

stated that the tariff is the mother of trusts. I beg you to

reconsider that statement. I think myself, from such

examination as I have been able to make, that it would be

more true to say that the tariff was the foster-mother of

trusts than the mother. At all events, there are other

strong origins and supports of the trust and the combine than

Protection, and you would not be reverting to a complete

system of international competition by a mere abolition of

tariffs ;
in my judgment you certainly would not succeed

in stemming that movement which in many industries

and many countries has replaced competition by combina-

tion. That is nothing against Free Trade, excepting that

it checks an exaggerated tendency to regard Free Trade

as a sort of panacea for all, or nearly all, of the industrial

evils which are liable to'come up.

Then, again, another point is this. Explain it as you

may, the excessive rivalry which manifests itself among
leading industrial countries is due to a certain perception
on the part of producers that it is more and more difficult for

them, with their enormous new increase of power of pro-

duction, to get a satisfactory outlet for their goods. I

do not profess to explain why that is so, but the fact is there,

and the feeling is there, among large sections of those con-

trollers of modern industries who play a great part in

determining trade. There is a feeling that the productive

power of the industrial nations, under normal conditions,
is somewhat ahead of the pace at which their goods ran get

bought and consumed, and it is that fact which more than

any other presses the members of those nations to compete
with one another in various parts of tin- world, and, if they

can, to use the political and military resources of their
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country in order to secure for them Preferential Markets

against the rest of the world.

And finally associated with that is the third fact, viz.,

the growth of a concentrated financial power in certain

great centres of the commercial world to-day, which is,

in its proportions, if not in its nature, a new factor in the

situation
;

the power which certain small numbers of

financiers, acting sometimes in combination, sometimes in

cut-throat competition with one another, exercise to direct

the actual course of industry and trade over large portions
of the world.

The reason why I name these facts to you is this :

that we cannot, even if it were possible, revert to a system
of pure laissez-faire and regard Free Trade as one plank in

that platform. We have to deal with these situations by
the organised power of the people.

One or two speakers, and writers of papers, have associ-

ated Protection too closely, in my judgment, with Socialism.

These two terms agree only in that they both imply the

use of the State, but that is not a sufficient reason for

identifying them. They differ, and are positively an-

tagonistic in their form, because Socialism whether the

measure that is called Socialistic is right or wrong, useful

or noxious is engaged, at any rate, in attempting to use

the power of the State for the benefit of the whole of the

people of the State. Now, Protection, regarded from the

standpoint of Socialism, is engaged in doing something
which is just the opposite, namely, using the power of the

State for the benefit of a small section of the people of the

State and at the cost of damage to the great majority
of that people.

If I may turn from this large, and I fear necessarily

vague statement, to the particular question of the English
defence of the Free Trade position, I want to use the

minute or so which remains to me to urge upon Free

Traders in England the necessity of not relying on a purely
defensive aspect of finance. No modern industrial people
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is able to prevent a natural and normal, and, in my judg-

mrnt, a profitable increase of public expenditure. You

may, you must, you ought, to exercise all due caution,

skill, and science to get the best use for all the money
you expend, but you cannot expect to keep down the

revenue of the State or to prevent, if you are living in

a progressive State, a necessary and continuous increase of

public expenditure.

If, therefore, you desire to protect the fortress of Free

Trade, and here I address myself particularly to English

people, you must contrive carefully a system of constructive

finance which will be a true alternative to the protective

policy that a Conservative Government will certainly try to

foist upon you if they come into power.
If Mr. Chamberlain had not thrown down this gauntlet

in the way he did, the Conservative Party, none the less,

would have been committed to a protective measure of

finance. And for this reason : they were not able and they
were not prepared to check expenditure, and they were not

willing to put any direct form of taxation upon their friends

and their friendly interests, and it will be found, therefore,

that they were being driven inevitably to the re-establish-

ment of import duties as the most important element in

their constructive finance.

Now, you can only meet this by insisting that your
Government shall develop a positive constructive finance,

based upon a system of direct taxation, and develop it,

not merely as a means for fulfilling the pledges of social

reform, which members of the Government have given,
and which they are bound to fulfil, but also as an in-

dispensable means of providing an adequate and a sure

defence for Free Trade.

Mr. FKANKLIX PIERCE (United States of America) : I

certainly have no theories on economics to present to you,
but I have some reflections on what I have seen and heard

here, and I want to say that from my experience I have never

met men quite so modest as British Free Traders. You
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have not heard the story of Great Britain's greatness from
their lips, and if you take into account the condition of

my country, of Germany, or of any other country, and

compare British success with the success of these countries,
there is nothing so marvellous in all the world.

Why, in the year 1903 they exported of highly manufac-
tured goods to the other countries of the world 230,000,000
worth

; while we in the United States, with 80,000,000

people, exported but /8o,ooo,ooo worth. In the same

year France exported 85,000,000 worth
;

and Germany
exported 150,000,000 worth

;
so that, taking into account

the population of the United States of 80,000,000, and
the British population of 40,000,000, one Britisher manu-
factured for export as much as six Americans nearly six

Americans.

And that is not all. Under the benign influence of Free

Trade England has become the financial centre of the world,
and yearly Englishmen take from their ships a revenue

of $500,000,000 and $500,000,000 interest upon their

wealth abroad, and yet we have heard little mention

made of that here.

And they are wise enough to take advantage of all of our

mistakes. They let you, gentlemen of Germany, put
bounties upon sugar, and you, gentlemen of France, put
bounties upon sugar, and then they take the sugar and

become the great manufacturers of sugar products, and

their preserves are sent over all the world. And they
have been doing that all' these years, and in their

modesty we hear not a word about it. Oh, if we Free

Traders had a little of the audacity of the Protectionists

we would make these facts known throughout the whole

world.

But we make a mistake in our way of arguing this ques-
tion. Never discuss with the ordinary man whether Pro-

tection brings prosperity, or Free Trade brings prosperity ;

but put to him one proposition, one proposition only,

and if he has got a sense of justice and I believe they all
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have a sense of justice you will win him. Tell him that

Protection means that Government steps in and makes
a law whereby a few men, manufacturers, can increase the

price of their commodities, sometimes as in our own country,
to double what they ought to be, and that the consumer,
the poor man, pays this increase solely to increase the wealth

of the millionaire. Now that is the point of justice and fair

play on which Free Trade can win. In America we did have
it a few years ago. We had a Yankee in Congress in Mas-

sachusetts in 1828 who had the power of putting truth in a

few words, and he put the truth which made England

great in a few words thus. They wanted to put a duty on

molasses, and he got up, and in his New England Puritan

nasal tone said :

' '

Up in Massachusetts we do not want
that duty on molasses

;
we swop our fish for molasses,

and if you shut out molasses you shut in fish." That is

the whole secret of the success of England. If you shut

out imports you shut in exports.

Well, if we had been Free Traders in all these years,

with our 3,500,000 square miles of territory, with our

forests, with our soil so fertile by reason of the deposit
for millions of years of vegetable matter in the Mississippi

Valley ;
if we had had Free Trade with our mines and our

minerals and all our natural advantages, in these years
we might have become the great exporters of the world ;

and we missed our opportunity for what ? To let a few

men squeeze out the life of the common people as you
would squeeze water out of a sponge and make them pay

50 to 100 per cent, more for the necessaries of life than

they ought to do. That is the problem. I will toll you
one respect in which we can excel you. You did have

highwaymen in this country once
;

and I was reminded

of it when I saw upon one of your cars
" Hounslow"

that was Hounslow Heath. But your highwaymen were

very modest fellows. Dick Turpin hold up the stage coach

on Hounslow Heath and relieved the traveller of his pocket-

book, his watch and his trinkets, and jwrhaps gave them
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back if the traveller, poor fellow, was in needy circum-

stances. But our highwaymen put Dick Turpin to the

blush. For they steal the very highway itself, and put

upon it their street railways and monopolise all the

advantages in our cities. These are some of the indirect

results of a protective tariff.

And. how have they accomplished it ? Why, they go
about speaking of duty and destiny, of Providence and

Protection and the Stars and Stripes all in one breath.

And it is under the Stars and Stripes that they have hidden

their wickedness. On Decoration Day, in one of our

country schoolhouses, the boys were brought together,

and the schoolmistress said to them,
' '

Boys, do you know
what that flag is on the wall to-day for ?

'

She was going
to teach them a lesson on patriotism. Up went a little

chubby hand, and the owner of it said,
"
Yes, m'm, it's to

hide the dirt." And it is with words of patriotism and

piety that men have been deceiving our people. Why, if

the manna came down from heaven as in olden days, should

we be afraid of the manna now ? Those humble people,
the thousands that we have in the city of New York, it

were well if we had something connecting them with the

Fatherhood of God. And we Free Traders, we are few,
we have not any party behind us, we cannot get out, we are

business men and lawyers and all that, but if we could

get to the people, if we could once get to the people, we
could make them Free Traders in our country because we
could show them that Free Trade is protection of labourers

and consumers and all men, and that Protection is for the

benefit only of the few.

Mr. Louis F. POST (U.S.A.) : That story of my friend

Mr. Pierce reminds me of another one, and if I take you
into my confidence right here, I will tell you if he had
not come on the stand first I would have had that story.
This patriotic demand we have in the United States takes

rather a curious form. We have been told that it is a good
thing for all parties concerned in a trade if they trade
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on this side of a boundary line or on that side of a

boundary line, but a bad thing for both if they trade across

the boundary line. Now, you would never know that

tin- boundary line between Canada and the United States

existed, except you found it on the map ; you could not

stub your toe if you crossed it. I have often wanted to

know why if I stand in the State of New York and trade

with my friend that is good for us both, or if I stand in

Canada and trade with my friend that is good for us both,
but if one of us happened to stub our toe on that boundary
line and get up on the other side, then that trade would

be bad because it was across the line. I have been told

that the reason is that there is another flag on that side of

the line and that the Stars and Stripes are on this side of

the line. I think it is an idiosyncrasy of ours to make so

much of our flag and make it a financial asset, as we often

do. I do not know any other country that has that

idiosyncrasy.

Now, this idea of trade reminds me of a story I was

going to tell you about risks in our country. There was a

dispute between the State of North Carolina and the State

of Virginia as to where the boundary line runs. While

that dispute was pending, there was an old negro woman
who had her hut on the south side of that line. When she

stepped out of her front door, it depended whether she

stepped diagonally or straight forward whether she stepped
in North Carolina or Virginia. They finally settled that

dispute by lifting the line some distance behind her house,

so she steps from one State to another out of her back door

now instead of out of her front door. One of her neighbours
came along one day and said,J^ I suppose you know you
do not live in North Carolina any more ?

' "
Why ?

'

" You live in Virginia." Now she thought a moment, and

then said,
' '

Well, sir, I did not know it, but I am mighty

glad, because I always heard tell that North Carolina is an

almighty unhealthy State, and I am glad I do not live there

any more."
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Mr. Post then proceeded to give a summary of the follow-

ing paper on the Relation of Working Men to Free Trade
and Protection in the United States :

The very narrow meaning of the word ' '

working men,"
as I use it now, calls for explanation. In my own vocabulary

everybody who does useful work to any extent is to that

extent a working man
;
his social function is the working

man's function, his interest in the distribution of wealth

the working man's interest. But habits of speech in the

United States have relegated the term to narrower uses.

We habitually regard as working men only those who work
for stipulated wages, and for wages in contradistinction

not only to interest, rents and dividends, but also to fees,

commissions and salaries. In the industrial vocabulary of

the United States, a salaried man would not be a working
man even if he worked twice as hard as a factory hand and
for half the pay. Only

"
wage-workers," as we have come

to call them the "labouring men," or "the men who
toil with their hands," as our politicians put it are regarded
with us as

"
working men." This is the class, therefore,

to which I allude in discussing the relations of working men
to Protection and Free Trade in the United States.

Those of you who are at all familiar with the economic

history of the United States need only be reminded that while

we have never had international Free Trade, our example
of interstate Free Trade is stupendous. Trade flows over

our State lines as freely as it flows across the streets of Lon-

don. In consequence of this and in spite of our international

tariffs, we of the United States have freer trade than any
other country in the world in any period of history. Such

superior prosperity as we may truly claim is due not to the

Protection which segregates our Republic, but rather to the

Free Trade which unifies our States.

We did not always have this internal Free Trade. Until

the adoption of our Federal Constitution in 1789, our newly
liberated States legislated for local Protection in the same

spirit in which Congress now legislates for national Protec-
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tion. To prevent expectations of money from New York,
for instance, the legislature of that infant State levied a tariff

upon importations of produce from New Jersey and of fire-

wood from Connecticut. The States legislated also against one

another as to foreign trade, and when the Federal Consti-

tution came to be formulated quaint comments were heard

in the constitutional convention. North Carolina, lying
between Virginia and South Carolina, was likened to

"
a if

patient bleeding at both arms "
;
and New Jersey, between

Philadelphia and New York, to
"

a cask tapped at both

ends." There were many reasons for prohibition of State

laws against trade, and, thanks to the completeness of the

prohibition then established, we are not bothered now with

Protective legislation by our States.

But no considerations called for prohibition of Protective

legislation by Congress. Restraints upon exports were

happily prohibited, but our need for independent national

revenues, together with the familiar mania for making the \

people pay taxes without knowing it, secured the adoption |

of a constitutional clause authorising Congress to levy duties

upon imports. This authority for raising national revenues

indirectly was availed of by Alexander Hamilton as authority
for a Protective policy a policy, as he argued, for the

encouragement of domestic manufactures. American work-

ing men had not then risen to the dignity of having interests

of their own of sufficient magnitude to excite the solicitude

of our statesmen, and Hamilton's reference was quite
incidental and subordinate. Nevertheless, our present policy
of Protection for American working men harks back to

his report upon manufactures, made to our first Federal Con-

gress as President Washington's Secretary of the Treasury,
which may fairly be regarded as our documentary classic in

support of Protection.

Although Hamilton's report laid the foundations for our

policy of tariff protection for working men, it was not until

after the war between the States that this policy rose to

the altitude of a dominant issue. A policy of Protection
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for the sake of Protection, as the object instead of an

incident of revenue legislation, had been adopted in 1816,
but with little or no concern for working men. It was for the

benefit of domestic manufacturers who had unwholesomely
flourished in consequence of the edicts of commercial non-

intercourse which preceded our war with Great Britain

in 1812, and of the commercial non-intercourse which that

war inflicted upon us. The same tariff policy was strength-
ened in 1818 and again in 1824. A modification in 1828

was followed in 1832 by a law which our Protectionists

,
have since denounced as a Free Trade measure, but

.
which Protectionists themselves enacted and pointed to

at the time as their conception of the permanent form of

their favourite policy ;
and a compromise measure that

came into operation in 1833, under which the schedules

were to stand after successive automatic modifications for

ten years, at the moderate level of 20 per cent., was repu-
diated in 1842 in favour of a Protective tariff. Throughout
all that period, from Hamilton's classic treasury report in

1790 to the Protective tariff of 1842, the interests of working
men had for the most part been considered only obliquely.

Although Henry Clay had alluded to high wages in his debate

with Daniel Webster in 1824, and Albert Gallatin's Free

Trade memorial of 1831 had made some very sound obser-

vations on the dependence of American working men upon
our abundance of cheap land, neither appealed especially

to working men. The hired labour of the United States

seems to have been considered in our earlier tariff contro-

jversies less as an interest of hired men than as an asset of

farmers and manufacturers.

Not until long after the corn law agitation of Great

Britain were American working men earnestly appealed to

or deeply concerned in the tariff controversies of the United

States. The primary appeal of our Protectionists had been

made at first to manufacturers and afterwards to farmers.

To manufacturers they had held out the bait of curtailment

of foreign competition, to fanners the advantages of a home
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market. But these appeals were worn so threadbare during

thirty years of intermittent flashes of prosperity and thuds of

hard times, that the revival of Protection in Congress in 1842
owed nothing to them. Neither farmers nor manufacturers

were urgent for the high tariff enactment of that year. It was
a mere parliamentary echo of battles in a political war that

had been fought out and lost, a partisan manoeuvre so utterly

lacking in popular vitality that the Walker treasury report
of 1845 easily turned the United States towards Free Trade.

If among American public documents Alexandei

Hamilton's treasury report of 1790 is our Protection classic v

Robert J. Walker's of 1845 is our Free Trade classic. Sub- i

mitted to Congress nearly two months before Sir Robert

Peel moved the modification of the British corn laws, it ably
advocated a complete reversal of the Protective policy
in the United States

;
and brief as are its references to the

labour question, they are valuable yet for the precision
with which they puncture Protection fallacies and for

the facts they disclose. In reply to the pretence that

Protection increases wages, the Walker report observed

that wages had not in fact increased since the Protective

tariff of 1842, and argued with prophetic insight that by
Protection Government arrays itself on the side of employers,
thus augmenting their wealth and power and soon ter-

minating in their favour
"

the struggle between man and

money Capital and labour." The Walker report gave us

our tariff of 1846, which rested upon the principle that i

no more money should be collected than is necessary for I

the wants of the Government honestly administered. It \

was what we call a tariff for revenue only.
The following years down to the Civil War were con-

sequently a period of comparative Free Trade, the only such

period we have ever had in our country. It was highly

satisfactory, this brief period of comparative Free Trade
from 1846 to iSfto so satisfactory that the Presidential

campaign of 1856 went off without an allusion to the tariff

by any of the political parties. To be sure the slavery
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question was a burning issue then ; but as it had been a

burning issue in the three preceding Presidential campaigns,

partisan silence on the tariff subject in 1856, even if the

slavery question was to the fore, is surely significant of

public satisfaction with the Free Trade tendency of the

preceding decade. Its significance was emphasised by the

passage in 1857 of a still more pronounced Free Trade

measure. We were as near to absolute Free Trade from

] 1857 to 1860 as land monopoly and indirect taxation of

I industry permit. And so firmly set upon a revenue basis

was our tariff policy, that reaction would have been im-

possible but for the outbreak of war between our Northern

and our Southern States.

To meet the fiscal necessities of that war, Congress enacted

the tariff law of 1861, which in effect went back from the

extremely low revenue tariff of 1857 to the higher revenue

I

j
tariff of 1846. But it was a revenue and not a Protective

M tariff. Neither the tariff of 1861 nor any of the subsequent
Civil War tariffs was Protective. It was the Southern

and not the Northern States that were protected during our

Civil War. We of the North protected them with gunboats.
No invasion of the South by foreign goods was allowed that

we could prevent, and no overwhelming invasion of foreign

goods occurred. Yet the South urgently invited floods of

foreign goods, and tried to open the way for them. She

wanted to be invaded with foreign food and clothing and

foreign building material and machinery, and resented

bloodily our bellicose efforts to protect her infant industries

from these invasions. Especially significant was her attitude

towards the protection of her labour from foreign competition.
You will remember that the dominant class at the South

owned working men as chattels. Anything, therefore,

that would benefit working men financially anywhere should

have benefited financially the owners of working men at

the South. If Protection would increase the wages of

free working men, wouldn't it by the same token increase

the value of slaves ? But the slaveowners of the South
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rejected the labour theory of our Protectionists. They ap-

peared to know what our own working men have only

recently learned, that obstruction to commercial intercourse

does not add to the market value of domestic labour. Assi-

duous, however, as we of the North were in protecting the

South from imports, we did no more than we could help to

protect ourselves. Both as a Government and as individuals

we were large purchasers of foreign goods all through the Civil

War. Although we did increase our tariff rates, this was

for revenue purposes, except as it was to offset the burden of

internal revenue taxes. Domestic manufacturers could not

have competed with foreign manufacturers if a tax burden

had been imposed upon the consumers of their goods and not

upon those who consumed competing imported goods.

Consequently, as internal revenue taxes were levied, duties

on imports were increased correspondingly. It was not 1

during our Civil War, but afterwards, that Protection as a
j

policy was restored in our country.
But the war tariffs, with their compensating duties,

made the restoration of Protection possible. Within a ,

few years after the Civil War our internal revenue taxes /

had been largely reduced
;

but as the compensating tariff I

duties were retained, Protection resulted automatically.
*

So our business tiger got a taste of consumers' blood. He
liked it, and thereupon Protection for the sake of Protection

was ravenously advocated. Under the ensuing agitation

the wave of Protection sentiment rose higher and higher
witli each succeeding Congressional and Presidential election.

Resistance, on the other hand, grew weaker and weaker.

With only slight recessions, quickly reversed, the Protective

policy swept everything before it until it culminated in

the present monstrous schedules. It was in this period
that American Protectionists first appealed earnestly and

directly to American working men, and by those appeals that

they won.

They won because they attuned their appeals to a

socialistic sentiment which h:id already begun to stir in the



416

American working man's mind. Observe that I do not say
socialist sentiment. Socialist sentiment is not strong
even yet among American working men. The materialistic

interpretation of history does not interest them as a mass,
class consciousness does not control or even attract them,
the Socialist parties do not command their support. But

they take kindly to the socialistic revolt against competition.
It was this tendency of American working men to which

American Protectionists appealed and through which they

triumphed. While our representative Free Traders of the

old school were either coldly academic or brutally hostile

towards the American working man, whose sufferings from

dreadful economic forces which he mistook for competition
were irritating him and had soured his temper, our Pro-

tectionists approached him kindly with pictures of "a
full dinner pail

" and charmed him with musical statistics.

He had seen competition as a monster, with jagged tusks

for teeth and terrible claws for hands not only seen it but

met it and struggled with it and he abhorred it. Our Pro-

tectionists saw it in the same way, and proposed a crusade

against it as a "foreign devil." But our Free Traders,
instead of denouncing this tooth and claw caricature of

competition, defended the monster as a worshipful industrial

joss. Do you wonder that our working men didn't take

kindly to Free Trade ? It's very name became offensive to

them so highly offensive that the nearest approach to

Free Trade by any political party in nearly half a century
was made with prudent reserve under the metrical protest

of
"
No, no

;
don't be afraid ! Tariff reform is not Free

Trade."

Even now, Free Trade has no charms for American

working men, although thej/ distrust Protection. Their

distrust of Protection, a policy which for forty years has

been maintained nominally in their interest and actually by
their votes, is due to its manifest failure to shield them from

the economic horrors of what they think of as competition.
Those of you who are accustomed to consulting our national
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statistics for evidence of the effect of our tariff policy on our

industrial development, may be surprised to learn tli.it

AiiirruMii working men an? far from enthusiastic over the

compensation, the volume, the regularity, and the stability

of employment of labour in our country. But it is a mild

statement to say that they are not enthusiastic. They are

in fact deeply disappointed. And their pessimistic inferences

from personal experience and observation are doubtless nearer

the truth than any optimistic conclusions from our national

statistics. These statistics appear to be of very little

value in connection with the relations of American working
men to American Protection.

Articles on them, entitled
"

Eccentric Official Statistics,"

appeared several years ago over the signature of Henry L.

Bliss, in
" The American Journal of Sociology," and under

other titles in
" The Journal of Political Economy,"

magazines of the University of Chicago. From those articles

it seems that whereas the census of 1890, a Protectionist com-

pilation, showed a great increase of wages from 1880 to 1890,
the Aldrich report, a Senate committee report, and also a

Protectionist compilation, showed wages in 1890, in the

midst of our present Protectionist era, to have been but

slightly higher than in 1872, about the time of its beginning.
In reaching his conclusion Mr. Bliss subjected both com-

pilations to a searching criticism, which has never been

satisfactorily answered. Although he is neither an^ofiicial
statistician nor one of our statistical cult whose criticism

sometimes passes by authority rather than merit, his work

proves his competency, and he has won commendation from

worthy sources as an analytical statistician of exceptional

ability. It is upon consultation with him, as well as upon his

published criticisms, that I adopt the conclusion that our

national statistics are of very limited use in solving labour

problems.
One point of ciiticism will appeal n-udily to anybody's

common H-nse. Our census statistics mingle the value <f

the actual wealth creations of the countiy with the value-

D D



of mere appropriation of its sites improvement values

with land values. One value is a measure of work done

and saved, the other is a measure of the burden that rests

upon opportunities to do work. Yet the two are combined
in our censuses as homogeneous values in an exhibit of our

wealth. In the census of 1900, for instance, the value of all

our wealth is reported as $88,517,306,775. Since the value

reported in 1860 was only $16,159,616,000, there thus

appears to have been an increase in those forty years of

$72,357,690,775. But consider how much of that sum
stands for mere increase in values representing no produced
wealth whatever.

The land area involved is the same, 3,025,000 square

miles, no land off the continent being included in either

sum
;
but the increase in land values in those, forty years

must have been enormous. I have in mind one lot in Chicago,
a quarter of an acre in area, which rose in this value that

measures merely the price of the legal power to permit
or forbid labour to build there, from $28,000 in 1860 to

$1,250,000 before 1900. But that increase for one particular

quarter of an acre was not unique. In every American city

and town similar increases had occurred in greater or less

degree. Although our national statistics are not garrulous
on this subject, they tell us that 33 per cent, of our entire

population live in cities and towns of 8,000 population and

upwards. If we add to this a guess at the number of small-

town dwellers, we have an immense proportion of our

population in places where rising prices for sites upon the

planet ranging from a thousand dollars or more an acre in

villages to eight or ten millions an acre in Chicago and

New York are turning an increasing proportion of the

inhabitants of the United States into tenants or dependents
of a decreasing proportion of owners of the United States.

But these menacing values are not disentangled in our

census statistics from the values that spell production.
And if we turn to the statistics of farm sites, mineral deposits,

lumber lands, natural water power, we find a still more



4111

stringent concentration of hind monopoly and still more

startling suggestions of a growing class of landless men,
which miss definite expression in our statistical reports of

the increase of American wealth from 1860 to 1900. Yet
millions upon millions of acres in the Dakotas and Nebraska

and Kansas and farther West, to say nothing of the mineral

discoveries that have added fabulous values to the Rocky-
Mountains, have risen in value since 1860 from nothing

absolutely nothing. Cities have sprung up there in which

land value is estimated now in dollars and hundreds of

dollars by the foot, although in 1860 it had no value
;

arid

for farming sites, land that was worth nothing in 1860 was

poor land indeed if it would not have fetched from five dollars

an acre to fifty or a hundred or more in 1900. And when

you consider the value of railroad rights of way hidden in

$9,000,000,000 of railway values, the value of street car

franchises hidden in $1,500,000,000 of street railway values,

the value of telegraph and telephone franchises hidden in

$600,000,000 of telegraph and telephone values, and the value

of water franchises hidden in $268,000,000 of water works

values, you have an enormous sum to add to the other

enormous sum for deduction from what appears by our cen-

sus statistics to be our increase in wealth from 1860 to 1900.

It represents nothing but the value of the power to levy
tribute upon labour to be done No part of the value

of our labour-produced wealth, it is simply the value of

our special privileges. Deduct that vast aggregate, what-

ever it may be, from the 872,357,690,775 of statistical

increiisc in our wealth from 1860 to 1900, and you
have no great sum left for our people to have produced
in forty years, and nothing for our Protectionists to

boast of.

But we can only guess at what the residuum of real

wealth may be. If we have recourse to local statistics

we may not unfairly guess that each of these values

the labour value and the privilege value is about 50 per
cent, ot the whole. According to the tax report oi Greater
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New York for 1907, the improvement values there were

$2,140,716,428 and the land values $3,563,293,224. The

latter, therefore, was 62-^ per cent, of the whole. This

percentage is high, probably, in comparison with other

cities of the East
; but in the West, city site values will not

depart far from that percentage, and farm values and mining
values will often exceed it. To guess, therefore, that the

land and franchise values of the United States are 50 per
cent, of the total values of sites and fixtures may be regarded
as extremely conservative. But our national statistics

give no help in making this discrimination.

In other respects these statistics appear to be more

inexcusably defective. In addition to being inadequate

they are untrustworthy, and different methods adopted
with different censuses and with different series of statistical

reports on similar subjects have made them non-comparable.
The data of no two censuses, Mr Bliss informs me, are

at all comparable in certain important respects, except
those of the census of 1850 and those of the census of 1860.

As an example he points out that in our earlier censuses only
the farm valuations of private property were reported,

whereas the latest one includes valuations of parts of the

public domain in its aggregate of private agricultural values.

One of the farms reported is an Indian reservation of

3,500,000 acres, valued at $7,000,000, inclusive of improve-
ments worth only $25,000. Another example is in the

statistics of manufactures, where he informs me that in

the censuses for 1890 and 1900 bills receivable and book
accounts went into the statistical hopper without allowances

for debts. The wealth ofj our people, therefore, already

heavily overestimated by -the inclusion of land values,

was further overestimated by the duplication and the re-

duplication of credits without their corresponding offsets. .

It is statistics such as these that our Protectionist orators

and writers exploit as proof of increased capital, increased

production, increased wealth, and increased wages. From
such census tables of unanalysable non-comparable and
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< >tK.. i wise defective data, they argue the virtue of Protection

in maintaining the prosperity of American working men.
Mr. Bliss assures me that the wages statistics they

quote do not, in fact, indicate any considerable increase

in wages when interpreted as fairly as may be with data
so imperfectly collected and classified. He asserts further

that the most decided increases of wages occurred in our

period of comparative Free^Xiade, and that such asTiavc

occurred since then are found
LJn_llie_occupations in"which

working men are strongly organised. Even these occupa-
tions seem to have gained but little.' According to trie

statistics of railroad labour, whicri
*

is among the best

organised of our occupations, and as they are reported by
the Inter-State Commerce Commission, the best official

source of such information, railroad wages have not increased

much in our highest Protectionist period. The wages of sec-

tion foremen increased only four cents a day from 1892. the

beginning of a depression, to 1906, a high-water mark in a

period of Protectionist prosperity. In the same period
the wages of other trackmen had increased only 14 cents a

day, carpenters 20 cents, machinists 40 cents, conductors

44 cents, firemen 35 cents, and engineers 44 cents. These

increases ranged from 2 per cent, to 12 per cent. Other

reports show these increases to be below the average increase

of wages, which has been put as high as 15 or 20 per cent.

for the same period. But even then our increases in wages /
1 j

are more than < ffset by increased prices of necessaries.

No one who has known the United States for the past
ten years needs statistical proof of this, but it is available

in a recent report on wholesale prices issued by the Bureau
of Labour. Based upon data respecting 258 staple commo-
dities, this report includes nearly everything working men
would have to have except a place whereon to live. Rent
does not figure in the estimate, although the upward pressure

upon rents in the United States has been strong in these

high Protection years. But with rent omitted, the whole-

sale prices of those commodities are reported to have reached
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a higher level in 1906 than at any time before in the history
of the country ;

and in 1907, when they were slightly higher,

they had risen in comparison with ten years before, the

beginning of our period of highest Protection, nearly 45

per cent. This is more than borne out by Dun's Review.

Up to Ma}', 1907, when they were discontinued, the index

numbers of wholesale prices in this Review, estimated

upon commodities according to the degree of their con-

sumption, showed an increase in ten years of over 51 per cent.

No rise in wages at all corresponding to these indications

of rise in prices will be seriously claimed by anyone.
On the subject of volume and stability of employment,

our census of 1900 reports that the greatest number of

workers employed in factories during that census year was

7,069,144, that the least number was 4,524,466, and that

the average for the year was 5,308,406. From this it might
be argued that an average of over 1,760,000 factory workers

were unemployed during one of our strictest Protection years,
a year in which it was the universal boast of American

Protectionists that American working men were prosperous.
No one can tell, of course, whether that unemployed factory
labour was employed otherwise or not. But if the factories

needed 7,069,144 workers at one time during the year, and

could get them, as it seems they did, and employed only

4,524,466 at another time during the year, and an average
of only 5,308,406 the year through, is not the inference

reasonable that employment in our factories in 1900 was

inadequate and unstable ? It may not have been so, of

course
;

for demand for workers in other employments
might have diminished the supply of workers in factories.

But general observation clearly indicates that employ-
ment in the United States is in fact inadequate and unstable.

not only is now, in the present period of hard times

from which American industry is suffering, but has been all

along.
No one can doubt it who realises the universal fear among

American working men of losing a steady job. And there
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Look over the legislative records of our States, and you
find laws, and bitterly resisted efforts at making laws,

that speak more plainly than statistics can of the employ-
ment even of women and children in working conditions

j

which competition would not tolerate if the demand for I

\vi irkers were adequate and stable. Follow these laws and J[

legislative Bills to their source among the people who agitate
for them, and you learn that the demand for employment
is intense in comparison with the demand for labour, and
that working men are crowded out of work by the children

of working men. There is statistical value in Denis

McCarthy's unstatistical verse :

Dearly do we pay for progress, dearly arc our profits priced,
If we have to rob the school to run the mill. . .

Ah, my brothers ! Ah, my sisters ! You had better turn away
From your ledgers and your dividends and toys ;

For a menace to the future is the thrift that thrives to-day
On the bodies and the souls of girls and boys.

Our factory centres are indeed communities of soul-
|

crushing drudgery for women and children whose
pitiful^

wages eke out a pitiful family income. Our mining regions
are centres of a pitiless serfdom that could not persist if

our labour market were not glutted. Our farming regions
are raising a landless peasantry as surely as they are raising fl?

corn. You cannot see much of this from the windows of

our Pullman cars, you cannot learn much about it in our

hotels, our smug churches or our plutocratic clubs ;
neither

can you draw valid inferences from our statistics. But

you can learn it from the lips of those who live and work

in and about these points of production. It is sadly true.

But could it be true after nearly forty years of Protection,

if Protection protected ?

We have had recurrent periods of what are called

good times followed by hard times. But to working men
our good times have meant only a^little

less difficulty in

holding a job, and a little higher^wages in money to be

swallowed up by higher prices for the necessaries of life.



424

Once we were told that our periods of hard times were periods
of Free Trade. But we know our economic history better

now. Our first period of hard times extended from the close

of our war for independence down to 1790, when our States

were protecting themselves from one another. Our second

period of hard times was from about 1809 to 1824, relieved in

the West with a few years of prosperous land gambling,
which culminated in a crash in 1819. During the first half

of that period we were protected by non-intercourse Acts

'and war
; during the second half by our first Protection

tariff. Our third period of hard times came in 1835, when
the Protection tariff of 1833 was in full feather, and the hard

times lasted until 1843. Our fourth period of hard

times, the only one under a regime at all resembling Free-

Trade, came on in 1857 and was of short duration. Our
fifth spasm seized upon us in 1873, when Protection

had begun again to gather strength, and it lasted nearly
seven years. Our sixth struck us in the early 'go's, when
Protection was more vigorous than ever before, and lasted

through a term of six or seven years of unmitigated Protec-

tion. Our seventh period of hard times, which began a year

ago and after nearly ten years of the most rigid Protection we
have ever had, rests heavily upon us yet. Never again can

the protected interests of the United States deceive the great

working mass of our countrymen with fictitious accounts of

the responsibility of Free Trade for American depressions.
American working men may not yet be able to assign

responsibility for the suffering of the working class in those

periods, but they are confident enough now that Protection

has never prevented hard times nor ever restored good times.

There remain -^to Protectionist agitators, of course, the

soothing statistics of our exports and imports, with their

demonstrations of our enormously
' '

favourable balance of

trade." But the upside-down notion that outgo is more
favourable than income is no longer especially popular.
In the past year we have exported more than $600,000,000
worth of goods in excess of our imports ;

but no one believes
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any more, as they did when President McKinley told them

so, that this is all coming back "
in pure gold." Why,

our exports for the past decade merchandise, silver and

jj;<>l<l, all told exceed all our imports by the enormous sum
of $5,000,000,000 according to the same line of statistics,

;m<l the aggregate keeps on growing. Either the statistics

;nv false, or else we are losing to foreigners instead of gaining
fn >m them becoming their creditors without their becoming
our debtors.

Turned to discords are all the musical statistics of Protec-

tion in the ears of our working men, to weather-beaten posters
its once beautiful pictures of

*'
a full dinner pail." From

sad experience American working men have realised that

for them American Protection is a fraud. But let no one

misapprehend the significance of that awakening. American

working men are not turning from Protection to Free Trade
not consciously. If Free Trade is less obnoxious to them

than it once was, it nevertheless is not yet attractive. At

best, it suggests to them only a futile readjustment of

customs tariffs. It connotes to them the spurious indi-

vidualism of greed and grab which they encounter in their

disputes with employers. It implies to them the jug-handled

competition, the only kind they personally know, which

mockingly offers them freedom to compete for a living in a

labour market overstocked with workers and under-supplied
with opportunities for work. And its recognised advocates

so seldom liberty-loving Free Traders, a-thrill with the

fervour of human brotherhood are often the same cold and

calculating tariff reformers whom the American working man
finds on the side of his enemies in every industrial dispute.
In these circumstances American working men very naturally
do not turn from Protection to Free Trade. Turning away
from Protection, they are turning towards Socialism.

It is a natural sequel to their former devotion to

Protectionism. They were Protectionists because they
wanted to check one-sided competition ; and finding that

Protection has intensified this deadlv industrial force instead
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of checking it, they are looking now, interrogatively

yet with some sympathy and some expectation, towards
a movement which promises to abolish competition

altogether.
But so far from disheartening those American Free

Traders to whom Free Trade means fair play for everybody,
this attitude of American working men should inspire them.

It is their opportunity to promote the acceptance among
working men of the principles of Free Trade in all their

scope, by teaching to willing pupils the vital difference be-

tween the spurious jug-handled competition that our

working men instinctively and rightly reject, and the all-

sided and evenly-balanced competition which by the opera-
tion of natural law would guarantee in production and trade

equal opportunities and in distribution equitable shares.

Evidence that some American Free Traders have been so

inspired appears in the new policy of the old American
Free Trade League, of which John De Witt Warner and

William Lloyd Garrison are the leading spirits. As William

Lloyd Garrison the elder stood in the middle years of the

last century for the emancipation of our Negro working men

by unconditional abolition of chattel slavery, so stands

William Lloyd Garrison the younger, in the opening years
of this century, for the emancipation of all our working men

by unconditional Free Trade.

While there seems to be little Free Trade sentiment among
us, and while in fact there is little in the traditional sense,

it is a mistake to suppose that the essential principles of Free

Trade have evaporated in the United States. The observer

of American affairs who has ears to hear and eyes to see,

I

and is not narrowly literal in his definitions, knows full well

that our public opinion is rushing to-day like the waters

of a mill race in the direction of absolute Free Trade. It

is not so named, nor is it commonly so understood
;
but

we may find indications of the fact in all our political parties.

It is giving them an impulse which their leaders do not under-

stand, and to which they yield with more or less reluctance
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when they yield at all. We feel its spirit in all our economic

agitations. The trend towards government ownership of rail-

roads, which seems to some Free Traders so alien to their

principles, is in reality a phase of the Free Trade impulse
in the United States. Railroads owned by private cor-

porations have probably done more to obstruct our domestic

commerce by carrier discriminations and rates so excessive

as to amount to tribute than custom houses at every State'

boundary line would have done. That such property must

be socialised is a powerful and rapidly growing sentiment

with us, and among our working men it is almost a unanimous

sentiment. The new spirit abroad in our land, which

Thomas M. Osborne, a Progressive Free Trader of the

United States, has recently described as
"

a spirit which

means death to all forms of special privilege," is truly

the spirit of absolute Free Trade. And it is the spirit which

seems to animate American working men as a mass, although
it takes on with them the apparently contradictory form

of hostility to competition and a consequent trend towards

Socialism.

The paradox is explained by the fact I have already

emphasised. Competition has long meant to American

working men, as it means to Socialists of all types, and as

it has unfortunately meant to too many professed Free

Traders, the competition of
"

tooth and claw." It has

meant to them one-sided competition, jug-handled com-

petition, competition in which workmen compete for em-

ployers but employers do not compete for workmen, compe-
tition under circumstances in which special privileges

for the few and restricted opportunities for the inass have

given us a labour market where there are always ten men

hunting for jobs and only nine jobs hunting for men.

Hostile to that kind of competition, and unconscious of the

possibilities of competition with no special privileges and

with opportunities for profitable production abundant and

equal, where should American working men look for relief

but to Socialism ? If they do look in that direction, arc our
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Free Traders wholly blameless ? I cannot completely

acquit them.

For note well the significant fact that if the working men
of the United States are looking for relief to Socialism, they
recoil from the despotic character of Socialism as thus

far it has made itself manifest to them in organised form.

This is not the Socialism they are really looking for. The
Socialism they would welcome is the Socialism that absolute

Free Traders could offer natural Socialism as opposed to

artificial Socialism.

Those are the two kinds of Socialism Socialism of an
artificial social order, and Socialism of the natural social

order
;

a Socialism of arbitrary rules and despotic regula-

tions, and a Socialism of natural social law. Were I to

attempt a generalisation of their essential marks of distinc-

tion, I should classify them as the artificial or despotic,
and the natural or democratic, attributing to the former

an undiscriminating antipathy to all industrial competition,
and to the latter a discriminating acknowledgment of the

competitive function in industry as necessary to the mainte-

nance of liberty.

Socialists of the natural order would make competition
free under conditions of equal opportunity. In so far as

that purpose necessitated public ownership as with utilities

that are governmental in character, such as public high-

ways they would establish government ownership ; in so

far as such ownership was not necessary to that end, they
would confirm private ownership. They would insist, that

is, upon having the government do public business without

private interference, and upon leaving individuals free

to do private business without government interference.

Socialists of this natural order type would assign to

individualism its appropriate place in the social organism,
instead of suppressing it. They would recognise the social

whole and the individual unit as having correlative functions,
instead of subordinating the individual will in all things
industrial to

r
the dictation of the mass. If there are social
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relations of which they might say with Marcus Aurclius

that
"

what's good for the swarm is good for the bee,"
there are others of which they would say,

' ' What's good
for the bee is good for the swarm." They would not abolish

the laws of
** mine " and "

thine," but would make them

apply to "ours," so that my just property should be

securely my own, yours securely your own, and ours securely
socialised. They would socialise industry by obeying natural

social laws
; they would not militarise it, nor imperialise

it, nor regulate all its ramifications with government depart-
ments and bureaus. In a word, they would stand for abso-

lute Free Trade the kind of Free Trade that means equal

opportunity and fair play throughout the industrial field,

the kind that Henry George meant when he described true

Free Trade as tending
* '

strongly to socialism in the highest
and best sense of the term."

Socialism of this kind, no Free Trader should reject.

Towards Free Trade in this sense, American working men
are quite ready, as I believe, to turn in resistless masses.

But the Free Trade call to them must be made no longer
in a spirit of academic authority or social superiority or

rigid adherence to all the angles of doctrine in season and

out of season. It must be made in a spirit of fraternal

sympathy and considerate co-operation, and it must not be

confined to tinkering with customs tariffs.

Mr. ALFRED MUXD, M.P. : 1 think it would only be

right on my part, on behalf of the Fnglish Free Traders,
to thank those foreign delegates who, by their valuable

papers and speeches on this very important subject which

we have been discussing to-day, have added so largely to

our knowledge and to the armour of the Free Trade cause.

In discussing the matters which we have before us to-day
there is an undoubted difficulty met with by the fact that

in every country both the attack and defence of Free Trade

and Protection very much varies.

The kind of attack that wo havr to inert on Fret- Trade

in this country is one, of course, which we could never
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meet with in a Protectionist country. The legend that

Tariff Reform means work for all which is one of the

battle-cries emblazoned on the banners of the Tariff

Reformers here would be a proposition so manifestly
ridiculous in any Protectionist country, where the un-

employed problem is baffling the skill of statesmen as

much as it is in Free Trade England, that even the most

hardened Protectionist, with all the audacity of his race,

would feel a blush mantle his cheek if he announced such a

proposition. On the other hand, one has noticed that, for

instance, a cry which has led the Republican High Tariff

Party in the United States for years, that they were ruined

by the pauper labour of England, is one which indirectly

also is utilised in this country, where we are always

going to be ruined by the pauper labour of Continental

countries.

And it is a curious kind of characteristic of the muddle-

mindedness of all Protectionists it is charactistic of them

internationally as well as nationally that whereas on the

one hand our Tariff Reform friends inform us that the

German workman is living in a paradise of his own owing
to Protection, in the next breath they show you that the

English working man cannot go on receiving his wages
unless we have a tariff to keep out the pauper labour of

these same workmen who are living in the paradise.

Now, I should like to say one word on this very

important question to Free Traders all over the world on

the relative rate of wages and the cost of production,

because I have heard quite good Free Traders in the United

States argue that they could not possibly abolish their

tariff, on the ground that that must necessarily lead to a

reduction of wages in the States. Now, in the industry

1 am most connected with myself, in the alkali industry,

I have had perhaps an unique opportunity of comparing the

cost of the works in England, the United States, France,

Belgium, Germany, Austria, and Russia
; works, I may

say, working on the same process, equipped with relatively
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equally efficient machinery and statements made out

practically on the same basis. Now, if the cheap labour

argument had any valid foundation, we should have found

that Russia, the country of cheap labour, would have had
a much lower labour cost per ton of product than the

United States, which had the highest rate of wages. In

actual practice what do we find ? We find that England,
which of all European countries stood at the highest_in

wages and lowest in hours, produced more producT" per
man t and at a less wages cost per ton, than any other

European country. We found that America, with a higher

wages list than ours, and the^same hours practically, was
almost on a par With EnglandL

Now, these figures symptomatieally are a subject well

worthy of consideration, particularly by United States Free

Traders, as they show the old fallacy that cheap wages
mean cheap production is an_cconomic untruth.

""
IFyou

once grasp that fact, you will knock tlie~BoTtonTout of half

the Tariff Reform arguments, particularly as they affect the

working man in each country. The working man, un-

doubtedly, in Protectionist countries, and to some extent

here, is getting hold of the idea that if he wants his wages
raised he must protect himself against cheap labour. That

argument you can extend by comparing, say, the amount of'

wages and the product of a loom in a Japanese cotton mill

and in a Lancashire or United States cotton mill. I think if

you go into further research you will find in every case that

efficient labour, well paid, is economically cheaper ^han

poor lalxnir badlv paj/i ; and, so fa_r_from the JJnited States

wanting a tariff in order to_r)rotcct^ itseTT^^ainstTTieap
labour, it is the high labour cost of the United Stales whicl i

has
really

made them largely^choap manufacturers.

Now, then? is another point in connection with this

matter on which I wish we had heard some more, because

it is one" of very great and prime importance, and that is the

important question of the price of labour in relation to the

price of commodities. The English Government has lately
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published a very interesting study of the relative cost of

living and housing and wages betweenEngland and Germany,
and I would seriously advise our foreign friends to get a

copy of this very remarkable impartial study, which contains

a mine of information. It is one of those subjects on

which we in this country are continually challenged. It is

a subject on which it is difficult perhaps to obtain com-

parative figures, but there is no doubt it is a very important

subject, because high wages are no use if the price of

commodities rises in a greater ratio than your wages, as

they have done in the United States in the last ten years.

After all, when we talk of wages, we mean purchasing

power, and what we want to get is the proportion of

purchasing power to the materials purchased.

j|
Now, undoubtedly, I say unhesitatingly, in Free Trade

I England a sovereign will buy more goods and more comfort

Ij than in any other country in the world. And that experience
has been curiously exemplified. I know of a case of an

English manufacturer this mav interest some of our
i \J

French delegates who had works to make bicycle chains

in England and in Calais, in France, and he found he had

to pay his English workmen in France higher wages than

in England to enable them to live in the same state of

comfort as they were living in in England ;
that is to

say, that the English working man wanting to go on living

in protected France on the same rates and scale of diet as

he had been used to at home required a larger money
payment to obtain no greater result in the way of comfort

or food. Now, it is, of course, in that way that this question
has to be studied. What you must take is, say, a man in

the United States coming to live in England or Germany
and going on Jiving in these countries as he lived at home.

There is no doubt the constitution of different races is

different. There is no doubt that the French make
materials and food go farther than we do. If you want

the true proportion, as far as the physical question is

concerned, you must take the same quantities of the same
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articles and compare the prices. I think if you do that,
the English Free Trade system stands pre-ernincnt.

Just one further word on the question of stability of

employment. One great attack that is made on Free

Trade by the Tariff Reformers in this country is that there

are more unemployed in this country that employment
in England is more variable, and, further, that we are aj

country which suffers most in case of trade depression. In

fact, to hear our Tariff Reformers talk, you would think

trade depression was entirely unknown in any protected

country, that it was only our adherence to the ridiculous

shibboleth of Mr. Cobden that caused us to have such a

thing at all. Now, as far as I have been able to ascertain

the facts, I would like boldly to advance the proposition
that Free Trade leads to greater regularity and greater

stability of employment than any protective system possibly
can. And I think, if you follow the proposition out logically,

you will find the reason why. Broadly speaking, Free

Trade means a natural development of a trade of a country
"

on economically the soundest lin<>. Protection, in what-

ever shape it may be, means the artificial stimuIaTionoT

some industries, the diversion of an extra amount of capital
and labour to protected industries at the expense of the

non-protected industries, and therefore an unsound concen-

tration of capital and labour in a relatively smaller number
of industries, and, therefore, when you get a depression u

greater slump in a smaller number of industries than you
do get in Free Trade, where you have a broader basis to

work on. I think on those purely economic lines you
will be able to deduce I think statistics will show you the

same thing that as far as regularity and stability of

employment is concerned, Free Trade England suffers less

in times of trade depression than protected countries do.

Of course, you will find many other factors. Harvests,

climate, rapidity of development, produce greater crises in

the United States than we have in Europe, but certainly I

think we can broadly lay down that principle, and I think

r K
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the facts and figures all bear it out, the less the State

endeavours to interfere with the regular flow of commerce
the better for the people of a country.

One word I would like to say in conclusion on that

important question, which is really fundamental to the

whole proposition of Protectionists. I do not think they
are all necessarily highway robbers. Some of them, I

think, are misguided philanthropists. For instance,
Mr. Bonar Law, who is one of the ablest exponents of

Tariff Reform in this country, in an important speech he

made not long ago, said that although he admitted, as

an axiom which had never been disputed, that imports and

exports must balance, his proposition was that it was a

function of the State to say what goods should be imported
and what goods should not be imported ;

that is to say,
in his view, we should import more raw material and less

manufactured goods. In fact, the theory of our new
Protectionists here is that it is the duty of the State to

endeavour to procure for the country the manufacture of

the goods which combine what they consider the largest

amount of wages in their material. I may point out and

it will be obvious to you that these gentlemen entirely
overlook the patent fact that people buy what they want.

If a man wants to buy a grand piano, it is no use sending
him a bale of cotton. Of course, Protectionists never think

like that. They say,
' ' We do not care whether you want

the grand piano or not, it is the cotton you have got to

have
;

if you cannot play on it, you must sit on it."

That is one of their fundamental fallacies. But they
have a much greater fallacy, and that is that they imagine
that a number of Government officials or statesmen,
however well-intentioned, can actually sit in an office and
know better what the people of a country \vant to buy and
sell and manufacture than the people in the country do

themselves. Starting with those intentions, they naturally

immediately fall a prey to the so-called experts. And
who are the experts ? The experts are people who want



4.V.

to make something. How do they want to make it ? The
easiest way. What is the easiest way ? Well, a tariff is

the easiest way, for whatever basis you start from you
always get to the same old graft and boodle

; you never

can get away from it.

And here also our Tariff Reformers repudiate with

scorn the Dingley Tariff ;
Mr. Chamberlain denounced it

as an iniquity to mankind. Although they repudiate with
(

indignation our fears of the corruption which will enter/

into public life, however well-intentioned and blameless)

their white souls may be, however lamb-like and innocent

their ideas at the moment, we Free Traders know full well

the hand which is now filling the campaign, fajffi,fifi|Qpi

purse will finally pull the Tariff Schedule string just as is

dolle" eVgryWKgTg 6136. fhe bewildered politician and"
statesman will sit" in his office tearing out his hair, while

thfTmanufacturer arranges his schedule for him. When all

is completed, we shall be tied up and strangled as much in

this country as you, gentlemen, are in the countries from

which you come.

Mr. A. B. FARQUHAR (U.S.A.) : If I say a word or two
of my career, it is in no spirit of egotism, but only to point
a moral. I commenced business about fifty years ago, and
commenced to write on Free Trade nearly as long ago, and
so I have had a long practice in combating many of the

delusions that have taken hold of the minds of the people.
The Ministers of the Church at that time had a great deal

to say about hell and damnation
; half their discourse was

taken up upon that subject, and they seemed to think that

I was consigned to hell for advocating Free Trade. I was
the only manufacturer, so far as I knew, in the United

States who did. Our Rector, who was a very good man,
came to expostulate with me. I told him I had examined
the subject very carefully and found that Protection was
conceived in iniquity, born in sin, cradled in corruption,
that there was no good in it whatever, that it was thoroughly-
evil, that it corrupted the whole body politic, and that he'
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would have to convince me that there was no hell to punish
before he could make me a Protectionist. He could not

do that.

We have been wearing the old clothes cast off by
England sixty years ago. I see some signs that you want
to take them back again. I think we will be ready to give
them to you if you do.

A great deal has been said about the Trusts and the

evil of the Trusts in America. They could not harm us at

all were it not for the tribute that the Government forces

us to pay to them in the form of tariffs. As soon as these

are removed the Trusts will become entirely innocuous ;

they will do us no harm at all.

Mr. Farquhar then gave a summary of the following

paper :

It is difficult to think of a truth less in need of demon-
stration for intelligent inquirers, more clearly entitled to

acceptance as self-evident, than that of the necessarily

antagonistic relation between import duties and all kinds of

export trade
;
and to understand how a reflecting being can

fail to see that every agency for reducing and obstructing

importations must at the same time, a little less directly, but

precisely as powerfully, obstruct and reduce exportations.
But since it has been so industriously taught, particularly
in the United States, that the imposition of duties can in-

fluence the
"

balance of trade
"

that a nation has the

same power that an individual may exert in his own case,

to sell without buying and so save up his coin I have been

at some pains to conduct statistical inquiries on the subject.

Seventeen years ago I published an elaborate and careful

study of
"
The Commercial Development of the United

States for Seventy Years, as Influenced by Import Duties,"

the result of which, omitting details, was to show that all

the wide and frequent changes to which the tariff laws

had been subjected within that time, had been, so far as

was indicated by the figures of the
"

Statistical Abstract,"

without lasting influence on the balance of imports and
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f.\ports, either in specie or in merchandise. There have

i balances, continuing for years (as after the California

gold discoveries and at the tune of preparations for specie

resumption in 1879), bu* there have been no decided or

lasting changes in trade balance accompanying tariff

increases and decreases. When the inquiry was directed

to values of exported merchandise per head of population,
on the other hand, the effect was clearly to be recognised,
and was considerable in amount. An increase in the duty
rates on imports, whether the average was calculated by
comparing aggregate customs collections with aggregate
valuations of dutiable imported merchandise or of total

imported merchandise, was generally accompanied by a

decreased value of merchandise exports per capita, while

decreased duties accompanied increased per capita exports.
In the inquiry whether the same relations between

tariffs and exports were to be found for the last 17 years a

disturbing factor was encountered, from which the 70 years

ending 1890 were practically free. This was the extra-

ordinary growth of iron production in the United States.

It would be easy, if worth while, to point to some pre-
dictions of such a growth, made and published in 1890 by
my friend Edward Atkinson

; but the magnitude of it

has surpassed the predictions. Our figures for pig iron,

which never exceeded 3 million tons until 1880, first went

above 5 million in 1886, 9 million in 1890, 15 million in

1901, and 25 million in 1906. Though there has been a

general advance throughout the world, no other country
could show anything corresponding to this. Some results

of this rapid development may be set forth in few words.

The present total cost of production of pig iron, for a con-

cern like the great United States Steel Corporation, owning
the mines and the transportation lines that supply the ore

and coal, is less than 8 dollars a ton, and of steel not over

13 dollars. The import duty is still $4 on pig, which is

nearly ten times the entire labour cost of a ton of pig iron,

made under the most favourable conditions at the Cor-
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poration's huge furnaces in Pittsburg, as stated by Mr.

Schwab. About 10 years ago the cost of making steel rails,

by the Steel Corporation's own testimony, was not over

$14 a ton. The general level of prices is now much higher,
but this item cannot have been sensibly increased, and

there has certainly not been a year since 1889 when steel

rails could not have been made at less cost in the United

States than anywhere in the world. Yet such rails are

protected by an import duty of $6.72 a ton, which is in this

case a free gift from the railways, or rather from the freight-

payers of the country through them, to the manufacturing

corporation. Much the same statement might be made
for nails, cutlery, tin plates, steel blooms, and scores of other

metal wares in abundant daily use. This helps us to see

whence the United States Steel Corporation drew its net

profits of $145,000,000 in 1906 and $160,000 ooo last year,
or about 50 per cent, on the total cost of its production.

So great a development of the country's power of manu-
facture as has been furnished by this abundant supply of

iron, must of necessity have been followed by a largely
increased production of manufactured goods, and by an

increased export of manufactures, whatever the Congress

might have done to help or hinder. Accordingly, we find

that the country's export of manufactures, ranging between

$2.13 and $3.11 per capita for the quarter-century 1870 to

1895, rose sharply to $3.67 in 1896, with further increases

almost uninterrupted to $8.62 per capita in 1907. The

corresponding per capita value was about u dollars for

France, 13 or 14 for Germany, and 28 dollars for the United

Kingdom. The first significant increases with us were

under the slightly reduced tariff rates of the law of 1894,
but they continued under the increased duties of the Dingley
law of 1897, and they have been accelerated under the

lower scale of duties prevailing since 1904. It thus appears
that one increase in the rates was accompanied by increased

exports of manufactures, and that two decreases in the

rates were accompanied by greater increases in such exports.
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Why the figures of the Statistical Abstract should show
<1< dly lower average rates of duty collected on imported

merchandise generally, alter than before 1904, though the

la.w had not changed, is a point deserving a moment's con-

sideration. It is one of the effects of the significant change
in the value of the monetary unit, due to enormous increases

in the world's production of gold. Even in the feverish

days beginning with 1848 in California, and 1851 in Australia,

that production had not surpassed 7 million fine ounces per

annum, the figure again attained in 1892 ; but in every

year beginning with 1898 it has exceeded 12 million ounces

reflecting rich discoveries in the Witwatersrand and by
the Yukon, and the development of the epoch-making
' '

cyanide process.
' '

It was impossible that such an

increase should occur without a radical and universal effect

on prices, or, more properly speaking, on the relation of

other prices to the gold price ; it is only remarkable that

the effect was not more immediate, and has not been greater.

As a result of this changed unit of value, all costs of produc-
tion have tended to decrease in true valuation, though

gradually increasing nominally, and every specific duty on

imports has come to represent a lower percentage ad

valorem. The reduction so introduced has been con-

siderable ; the average percentages collected for the first

7 years of the Dingley law, 1898 to 1904, which were 49.62
on dutiable and 27.55 on total imported merchandise,
became for the last 3 years, 1905 to 1907, 43.98 on dutiable

and 23.76 on total imports, a decrease of 5.64 and of 3.79

per cent. As the tables show, this decrease denotes not

lower customs revenues, but higher values of imported
merchandise.

Since the reduced rate of duties, just explained, was

accompanied by an increase of exported manufactures per

capita, more decided than that which had come with the

Dingley tariff in its early years ; and since the few years
off the lower tariff preceding the Dingley Act, notwith-

standing the industrial depression into which the country
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had been thrown by its foolish silver legislation, showed

higher exports per capita than had been attained under the

McKinley tariff which it replaced ;
we may fairly conclude

that the experience of the last 17 years is not in contra-

diction with the foregoing 70, and that the unfavourable

influence of high duties on exporting enterprise, even in

manufactures, whose production they are designed

especially to favour, is to be classed among the observed

facts.

To those American manufacturers who have for years
been struggling to build up and maintain an export business,

under the handicap of unnecessarily increased cost of raw
material which the tariff throws upon them, it is almost a

waste of time to demonstrate a truth of which they are

every moment conscious. Ex-Governor Douglas, of Massa-

chusetts, the great shoe manufacturer, speaks confidently
of our ability to increase our leather goods export to more
than 12 times its present volume, with untaxed raw
material. A duty on wool is hardly more defensible than

one on hides, and practically no other civilised nation

taxes the warmth and health of its citizens by either. These

duties sadly cripple our trade with Australia and the Argen-
tine Republic especially, and impair the clothing we wear
in quality and amount.

With untaxed pig and bar iron and steel our exports of

manufactures in general, though they might not in most
cases increase at so great a ratio as twelvefold, would quite

probably double within a few years. Nor would the com-

petition seriously embarrass our producers ;
for an English

committee, whose conclusions have been accepted by Mr.

J. S. Jeans, Secretary of the British Iron Trades Associa-

tion, calculates the net cost of a ton of pig iron by the U.S.

Steel Corporation in Pittsburg at about 32 |s., the cost

of Middlesborough pig being about 525., or 60 per cent,

higher. The 4-dollar duty on pig iron handicaps the United

States manufacturer to just that amount whenever he

uses imported material, and his handicap on the average
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must be fully half that a difference :/.ifncient to turn

tin- balance from profit to loss in export business.

There is not time, nor need, to speak in full detail of

the various ways in which the export trade of the United

States is obstructed by the national policy of making raw
materials dear through indiscriminate protection. Copper
is an instance ; the tariff on that noble metal has hand-

somely accomplished its object, in making a ring of mine-

owners enormously rich, by enabling and encouraging them
to exact of their fellow-citizens the market price in Europe
with duty and ocean-freight added

; but it has at the same

time repressed our manufacture of copperware for home
use and abolished it for export. Nickel and borax are

instances hardly less shameful, the duties having been

granted in both cases to monopolies, making the existence

of those minerals a curse to the country in which they were

found, and cutting off our use of them in plating and

metallurgy. Owing to an exceptional liberality on Nature's

part, in her grant of facilities for cheap production of raw

material, our country has prospered in spite of the lack of

wisdom with which it has been governed ; yet our suffering

from crises and business depressions is more severe than

almost anywhere else, and that of last winter, of which

little effect was felt in Great Britain, was a real disaster

on our side of the Atlantic. The tendency of business in

the United States to rush into the extravagances known
as

"
booms," as in 1879-80 and within the last decade,

instead of aiming after, and being contented with, a safe

and normal progress, is one of its most regrettable features.

A " boom "
is as sure to be followed and paid for by a

depression as is a carouse or debauch.

But to the minds of the public men and of too many of

the citizens of the United States this unhappy effect of the

tariff is as though it were not. They are satisfied to infer

from the facts of a great and growing commerce, with an

unprecedented abundance of merchandise exports, in the

presence of the high duties of the Dingley law, that the
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duties are not only an effective but a quite wholesome
stimulus to enterprise. This inference has blinded them
to the factors, chief of which is the progress of invention,
in promoting the production of metals, whose work they
credit to a policy that has been no help but a hindrance.

They fail to notice that the increase in manufactured

exports took its start before their Dingley law was enacted,
and that it has had its most rapid progress as a result of

the decrease, on an ad valorem basis, of its specific rates.

They overlook the fact that their boasted
"

favourable

trade balance," or excess of exports over imports of

merchandise, which has prevailed for the last 33 years,
and has largely increased in the last 17, is accompanied by
no corresponding excess of imported specie, and they thus

overlook its real causes
; expenditures by travellers from

the United States to Europe, payments of freight to Euro-

pean vessels, payment of interest to European investors,
and other items, effected by transactions in exchange whose

balance is settled in merchandise.

That a few branches of manufacture in the United States

have prospered by the policy of a general suppression of

foreign competition all admit
;
nor can it be denied that but

for that policy the country might now be without its array
of some such special manufactures, and might have to supply
itself with them by sending other products of its industry
across the Atlantic in exchange. But to infer from those ad-

mitted truths that the same policy is favourable to all

American manufacture, as many otherwise intelligent men
in the States unhesitatingly infer, is the wildest fallacy. It is

universally understood that competition brings down prices ;

and the wider the competition the less the facility given to

combinations of producers, the more certain the reduction

of prices must be. It is of just that that the branches

of manufacturing that I have mentioned, delicate exotics

unfitted to endure the bracing air of free rivalry, so bitterly

complain. But to other manufacturers, depending more

upon the excellence of their goods and less upon their
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iibility to keep foreign manufacturers away from their

customers, this policy of putting down competitors and

holding up prices and purchasers is only an evil. It makes
IM\V material more costly ;

it calls out retaliatory tariffs in

other countries, and so shuts our products from many a

foreign market ;
it deprives us of transportation facilities by

rendering ocean carriage less profitable ;
it has ruined cur

merchant marine and increased our cost of living ;
it benefits

only the corporations that have purchased its enactments.

Who is there that does not know that our tariff laws do these

things ? Who is there that cannot see their work in turning
the energies of the country to production of crude or relatively

crude products, discouraging the production of the more

highly elaborated products by the prices they impose on

necessary raw material ? Who is there that can ascribe

to any other cause the growth of new factories in Canada,
to supply products that might otherwise be more economi-

cally furnished by our own people ? Who is there that fails

to recognise the same agency in the rapidly progressive

depletion of our natural resources denudation of forests,

consequent drying up of watercourses, increase in our

desert area ? Has this policy not truly been said to affirm

that
" Waste makes wealth ?

"

An increasing number of the manufacturers of the United

States, moved by such arguments as have just been out-

lined, are coming to believe that a cautious approach to

Free Trade would be to their advantage, as well as that of the

great body of their fellow-citizens. They are willing to seek

and find their profit in abundance rather than scarcity to

try the policy of larger sales and smaller gains from a sale.

Although the plan of an immediate rush to universal Free

Trade, eloquently advocated by some able economists,
finds comparatively few champions in our country, the num-
ber of thoughtful and cautious men of business who would

make a long, firm step in that direction, at the earliest

practicable moment, is already considerable. The National

Association of Manufacturers, one of the largest and most
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representative business bodies in the world, is a case in point.

Seven years ago, the great majority of its members feared

to touch the tariff, and gave but feeble support to a resolu-

tion for reciprocity. By this time, that great body is

practically a unit for liberal reciprocity treaties, and has

passed resolutions decidedly favouring the systematic over-

hauling of the Dingley law by a committee of experts with a

view to reduction. As an earnest advocate of those reso-

lutions in the Association, and a firm believer that in that

direction the moderate, though steady, progress of our nation

toward freedom is destined to be made, I have now to show,
in a few words, the strength of the reciprocity cause.

. That the best practical aid in establishing a permanent

export demand, next to the development of high-grade
industrial products, is by an application of the principle of

reciprocity, the facts of experience and the facts of human
nature unite in proving. It is far cheaper, as a rule, to

remove an obstacle to transportation than to put on addi-

tional power with a view of surmounting it
; far cheaper

to come to some agreement with a rival than to be per-

petually fighting him. Human beings have frequently to be

treated as we treat our machines, and the most successful

diplomacy is often simply the art of putting a little oil

where friction most threatens to show itself. In dealing
with foreigners there is always friction when we undertake

to treat them in one way and have them treat us in another.

If we wish them to believe it to their advantage to buy of

us, we cannot act as if we thought it ruinous for us to buy.

of them, for like always provokes like. We must treat

all nations as one stock, look in them for the same human

nature^of which we are conscious in ourselves, work by
sympathies and not antipathies. Thus we are necessarily

led to reciprocity. These statements seem truisms, and

yet Congress after Congress assembles at Washington and

ignores or despises them. The contemptuous refusal of the

dominant faction at our national capital to apply this prin-

ciple of reciprocity to our nearest neighbour, Canada, and to
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our powerful compeer, Germany, has led and is leading
the country into serious inconveniences with regard to

which there is no time to particularise.

The manufacturers' interest if we except the few

weak businesses already mentioned is altogether in favour

of reciprocity treaties, and none the less so because the very
measures that would prove of most service to them as expor-
ters would benefit the great body of their fellow-citizens at

the same time as consumers. Were the question of some

subsidy scheme, through which cheap transportation might
be furnished manufacturers at the general cost, or of some

bounty provision which would make it to their interest to

prefer foreigners to their own people as customers, there

could be no such identity of interest ; but there is no suspicion

of a sacrifice of the many to the few in a call for a simple
removal of needless obstacles to our customers as to us

in our call for an opening of more foreign markets to our pro-

ducts, at a fair compensation in the freer admission of a

selected list of foreign products to our markets. I cannot

conceive of manufacturers able to look abroad for customers,

all aware of the necessary tendency of high and indiscriminate

tariff duties to provoke retaliation, who will not join zealously
and energetically in efforts for reciprocity, unless because

they value their power of over-charging American customers

more highly than that of winning foreign customers.

I must confess, in closing, that no small part of my zeal

for reciprocity is due to my certainty that every agree-
ment that we may form will be an advance in international

peace and amity, a removal of occasions of international

hostility. The manufacturer of a good article has a keen

delight in feeling that his customers at home or any-
where are getting as good a bargain as he by dealing

with him ;
and his delight must be yet keener when he can

feel that by ministering to the wants of remote lands he

is helping to knit closer the ties of man to man, in the bond

of universal brotherhood.

The Congress adjourned till Thursday at 10.30 a.m.
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SUBJECT: POLITICAL MORALITY, AS

ILLUSTRATED IN THE MAKING AND OPERATION

OF TARIFFS, AND THE ESTABLISHMENT OF

FAVOURED INTERESTS WITHIN THE STATE.

MR. JOSEPH MARTIN, K.C. (Vancouver), submitted the

following paper :

UP to 1876 both of the great parties in Canada called

respectively
' '

Liberal
' ' and ' '

Conservative
' were in

favour of Free Trade. There was a moderate tariff, which

was imposed purely for revenue purposes, but which afforded

some incidental protection to Canadian manufacturers.

In that year a Liberal Government, with the Honourable

Alexander McKenzie as Premier, was in power. The
Conservative Opposition, under the leadership of Sir John
A. Macdonald, introduced a resolution into Parliament in

favour of an increase in the tariff in the direction of pro-

tection. This resolution was, of course, voted down.

Times were very hard and continued so until after

the General Election of 1878, at which the McKenzie Govern-

ment were badly defeated. The Conservative Government

coming into power considerably increased the tariff for the

purposes of protection, as foreshadowed in their resolution.

One of the strongest arguments put forward at the time

in favour of a protective policy was that the industries of

Canada were struggling infants, and required protection for

440
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a few years only. It was promised that after these indus-

tries had become firmly established, which would be within

a comparatively short period, the protection would be taken

off and the tariff again put upon a revenue basis. Needless

to say, this promise was not kept, and the demands of the

manufacturers have steadily increased from that time to the

present.

While the present Canadian tariff is a highly protective

one, it is not, by any means, satisfactory to the Manu-

facturers' Association, a body which has sprung into exis-

tence almost entirely for the purpose of influencing legislation

in the direction of a higher tariff. The programme of the

Manufacturers' Association, at the present time, is to increase

the Canadian tariff so that all foreign manufactures, in-

cluding those of the United Kingdom, shall be effectually ex-

cluded. The Association is much in favour of the policy of

preferential trade enunciated by the Right Honourable Joseph

Chamberlain, and, in order to come within its purview, they
are desirous that the tariff against the United States should

be 20 to 30 per cent, greater than against the United King-

dom, but stipulating that the tariff against the United

Kingdom should be sufficiently high to keep out all their

manufactures. Mr. Chamberlain has expressed himself as

being satisfied with that policy, although it is difficult for

an onlooker to understand how he can promise British manu-
facturers an easy entrance into Canada for their wares in

return for the preferential tariff which he proposes on food

products in favour of the Colonies and as against the rest

of the world.

The Liberal party, from the time of their defeat in 1878
until their return to power in 1896, steadily kept to the

forefront, as the leading plank in their policy, the abolition

of the protective tariff, and the return to a purely revenue

tariff, such as was in existence prior to 1878.

There were Gem-nil Elections in 1882, in 1887, in 1891,

and in 1896, and until the last-mentioned year the Liberals
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were unable to dislodge the Conservative party. The

reason given by Liberal leaders for their repeated failures

at the polls has always been the immense corruption fund

contributed by the manufacturers of Canada to the Con-

servative party in return for tariff legislation.

In June, 1893, a general Convention of the Liberal party
of the Dominion of Canada was held at Ottawa, and the

following resolution unanimously passed :

" That the customs tariff of the Dominion should be based,

not as it is now, upon the protective principle, but upon the

requirements of the public service ;

" That the existing tariff, founded upon an unsound principle,

and used, as it has been by the Government, as a corrupting

agency wherewith to keep themselves in office, has developed

monopolies, trusts, and combinations ;

"
It has decreased the value of farm and other landed pro-

perty ;

"
It has oppressed the masses to the enrichment of a few

;

"
It has checked immigration ;

"
It has caused great loss of population ;

"
It has impeded commerce

;

"
It has discriminated against Great Britain.

"
In these and in many other ways it has occasioned great

public and private injury, all of which evils must continue to

grow in intensity as long as the present tariff system remains in

force.
" That the highest interests of Canada demand a removal

of this obstacle to our country's progress by the adoption of a

sound fiscal policy, which, while not doing injustice to any class,

will promote domestic and foreign trade and hasten the return

of prosperity to our people.
" That to that end the tariff should be reduced to the needs

of honest, economical, and efficient government.
" That it should be so adjusted as to make free, or to bear as

lightly as possible upon, the necessaries of life, and should be

so arranged as to promote freer trade with the whole world, more

particularly with Great Britain and the United States.
" We believe that the results of*the protective system have
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grievously disappointed thousands of persons who honestly

supported it, and that the country, in the light of experience, is

now prepared to declare for a sound fiscal policy.
" The issue between the two political parties on this question is

now clearly defined.
" The Government themselves admit the failure of their

fiscal policy, and now profess their willingness to make some

changes ;
but they say that such changes must be based only

on the principle of protection.
" We denounce the principle of protection as radically unsound

and unjust to the masses of the people, and we declare our

conviction that any tariff changes based on that principle must

fail to afford any substantial relief from the burdens under

which the country labours.
" This issue we unhesitatingly accept, and upon it we await

with the fullest confidence the verdict of the electors of

Canada."

A Report of the proceedings of this Convention con-

taining the speeches of prominent members of the party
was issued at the time. This Report has been a long time

out of print, and it would appear that the speakers at that

Convention have many years ago entirely forgotten the prin-

ciples then put forward. The chairman of the Convention

was the Hon. Oliver Mowat (since deceased), then Premier

of Ontario. In his opening speech he stated that :

" The general depression at that time in Canada (referring to

1878) in common with the rest of the world, unfortunately dis-

posed our people to try almost any political experiment from

which there seemed any chance of relief ; and the policy of pro-

tection proved a fortunate piece of party tactics for the political

party that adopted it, however disastrous to the best interests of

the country in the long run. But the end appears now to have

come. Our neighbours south of us have just dislodged their

Protection party, and there is every prospect of our having a

like success at our next general election."

The Hon. A. G. Jones, of Halifax, Nova Scotia (since

deceased), stated :

" The country has had fifteen years of Tory rule, and we
F F
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find that from one end of this Dominion to the other the cry
is going up that this Government is absorbing the earnings of

the people and turning a large portion of them into the pockets
of the protected classes, and everywhere the people demand a

change of Government, and a return to the principles which the

Liberals have advocated and under which alone the people of

this country may expect permanent prosperity."

Sir Wilfrid Laurier, the present Premier of Canada,
was then the Leader of the Liberal party. In the course of

his speech he used the following expressions :

"
There is, as you well know, a universal consensus of opinion

among all classes, nay among all parties in this country, that

the tariff which now prevails in Canada is a burdensome tariff,

that it is an oppressive tariff, and that what was known at one

time as the N.P. has been found to be a fraud and a failure."

Again :

" The Government tells us that the principle of the

National Policy they are going to maintain, and we answer

to the Government that the principle of the National Policy is

vicious and must be taken off not only the branches."

The "
National Policy

" was the name used by the

Conservative party for the policy of protection.

Again, Sir Wilfrid said :

"
I want to know and I put the question so as to be heard

through the length and breadth of this country by virtue

of what principle will you tax a man to enrich his neighbour ?

By virtue of what principle will you tax the farmer in order to

give work to the working man ? On what principle will you tax

the working man in order to give better prices to the farmer ?
"

Again :

" Last year there was a Democratic Convention in the

United States, and on that occasion they declared :

' That we condemn Republican protection as a fraud and a

robbery of the great majority of the American people for the

benefit of a few. That condemnation was endorsed by the

American people at the first opportunity following, and they
declared in the most emphatic language that the system of

protection was a fraud and a robbery.'
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Mr. Chairman and gentlemen, I submit to your judgment
that the servile copy of the American system which has been

brought amongst us by the leaders of the Conservatives, is, like

its prototype, a fraud and a robbery, and I call upon you one

and all to pronounce at once and give your emphatic support to

the proposition that we shall never rest until we have wiped away
in Mil our system that fraud and robbery under which Canadians

suffer."

Then again :

"
I submit to you that the ideal fiscal system is the British

system of Free Trade. Sir, my loyalty, as I stated, does not

ooze from the pores of my body, but I do want to go for an

example to the Mother Country, and not to the United States,

much as I respect and love the people on the other side of the

line. I say the policy should be a policy of Free Trade, such as

they have in England, but I am sorry to say that the circum-

stances of the country cannot admit, at present, of that policy
in its entirety. But I propose to you that from this day hence-

forward it should be the goal to which we aspire. I propose
to you from this day, although we cannot adopt the policy

itself, to adopt the principle which regulates it
; that is to say,

that though it should be your misfortune for many years to come
to have to raise a revenue by custom duties, these duties should

be levied only so far as is necessary to carry on the business of

the Government. I submit to you that not a cent should be

extracted from the pockets of the people, except every cent goes
into the treasury of the people and not into the pockets of any-

body else. I submit to you that no duty should be levied for

protection's sake, but levied altogether and only for the purpose
of filling the treasury to the limits required. I submit to you
that every cent that is levied should be levied first and fore-

most upon the luxuries of the people. I submit to you, there-

fore, that the system of protection which is maintained by the

Government, that is to say of levying tribute upon the people,
not for the legitimate expenses of the Government, but for a

private and privileged class, should be condemned without

qualification. Let it be well understood that from this moment
we have a distinct issue with the party in power. Their ideal

is protection, our ideal is free trade. Their immediate object
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is protection, ours a tariff for revenue only. Upon this issue

we engage the battle from this moment forward, and I ask you
once more never to desist until we have achieved victory, until

we have freed this country from the incubus which has been

weighing it down for fifteen long years. Nothing is more diffi-

cult that is one of the evils of protection than to wipe away
protection, because under it interests have been established

which every man who has at heart the interest of all classes

must take into consideration. It is always easy to increase

the tariff, because by so doing you increase the private fortunes

of certain individuals, but whenever you decrease the tariff

it has always tc be done with careful consideration, and I am
sure that when the Liberals are in power they will not be in-

different to this primary truth."

Then :

" But there are other questions still. One of the evils of the

National Policy and the system of protection has been here,

as everywhere else, to lower the moral level of public life. It

is a subject, however, into which I do not desire to enter at length.

I speak of it more in sorrow, than in anger ;
but I tell you this,

*'/ you want to purify the political atmosphere not a cent is to be

levied except what is necessary to carry on the legitimate ex-

penses of the Government economically administered. I speak
of this subject more in sorrow than in anger, but there is not a

man who has in his bosom a patriotic heart who does not see

with shame that the name of Canada has become the by-word
of corruption among the civilised nations of the earth."

Sir Richard Cartwright (now a Member of the Dominion

Cabinet) stated :

" And I do not mean to say that in the ranks of our opponents
there are not a very considerable number of worthy, but utterly
mistaken men. But, on the other hand, I have to say to you,
in order that there may be no illusions on our part as to the

character of the foe with whom we have to deal, we are prac-

tically face to face with a vast and well-organised conspiracy,
with a conspiracy which controls a very large portion of the

press of this country, which controls a very large part of the

active wealth of this country, which has the entire resources
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of the Government of Canada at its disposal, a conspiracy whose

motto is robbery, and whose arms are fraud and bribery. Sir,

it is too truly the case that the folly in former times of a majority
of our own countrymen has raised formidable ramparts against
themselves

; and it is a deplorable thing, as Mr. Laurier truly
told you, a thing to be spoken of more in sorrow than in anger,
that at this moment, throughout r-an.iHa, thprp pvi^g_a_jnn;t
unusual degree of political corruption. And I am sorry to have

to say that in Canada, as Canada exists to-day, public opinion is

but a small and weak factor in remedying the evils with which

you have to deal. Sir, I have sat in many Parliaments, and I

am sorry to say that the Parliament of which I am now a member
has attained a most evil pre-eminence, even among several very
bad Parliaments that I can recollect. It has remained for this

Parliament, deliberately and publicly, to condone the very vilest

corruption that could be committed in a country baying free

institutions. It has remained for this Parliament to trample
under foot the most fundamental principles of law and justice,

to make a mockery of judicial trials of ministers, to allow those

ministers to be tried by judges of their own selection. ujx>n charges
of their own preparation."

And:-
"
Now, I have no doubt that one of the chief causes of their

loss to Canada has been the operation of the protective system,
and it is, perhaps, a matter of regret that in the discussions

which from time to time have taken place on this subject, we
rather ignore the political working of that system, and perhaps
dwell a little too much on the material injury it has done to

our country. I tliink it must be obvious to every one who
will give the slightest attentive consideration to the working of

the protective system in tlus country or elsewhere that the

moment you introduce that system you make legal provision for

corruption on the most extensive scale. The moment you introduce

the protective system, you create a class whose interests are

essentially
'

tliftVt ent from those of the |>coplc at large, and who

beconTe the ready contni>nt"> ^ !> Corruption funds, sharing with

UtCTTWUKt^rsthc plunder u-lnch tiny have lieen enabled (o take /nun

thcpruptr. Slore than that, 1 have always held that in Canada
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protection was not only a crime, but a blunder. I have always
felt that there was absolutely no excuse for introducing such a

system in a country like this. There is no factor in the condition

of Canada which would ever justify us in expecting that we
could thrive by taxing our people, or that by isolating them

from the rest of the world we would be able to increase their

prosperity, improve their resources, or increase their numbers.

. . . However, Sir, these opportunities are gone, and it

is our duty now to face the situation as best we may, and I

believe, with Mr. Laurier, that the first duty of the Reform party,

the duty which lies next at hand, the duty which is most clearly

within their power to perform, is at once and completely to reform

the tariff of this country, to reduce it to a revenue basis, to

see that no money from this time forth shall, so far as we can pre-

vent it, be taken out of the pockets of the people for any other

purpose than for the legitimate needs of the whole community.
Gentlemen, as regards Protection, I may say at once that I think

that no man who has taken the trouble to examine the working
of the protective system will fail to endorse the statement I

make that liberty and protection are a contradiction in terms.

You can have no true liberty under a protective system ; you can

have no true liberty under a system the function of which is to

create a privileged class and to concentrate an undue proportion
of the wealth of the community in the hands of a few individuals.

I contend that Protection, besides being the cause of the worst

political corruption, is the deadly foe of all true freedom, and,

therefore, the deadly foe of every liberal who desires to see his

country a free country. . . . Now, I believe that you will

all agree with my esteemed friend, Mr. Laurier, in declaring
that an overwhelming case has been made out for a general and

decisive reform strictly on the lines of a revenue tariff, a reform

which will provide that for the future not one cent shall be

exacted from the people of Canada, except for the needs and uses

of the people who contribute to these taxes. . . . For the

rest, I have only to say that you now go before the people with

such proofs as I think were never laid before any community in

the world as to the results that have followed the system of

Protection, and of the corruption which has prevailed in Canada
for so many years."
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Similar extracts could be made from almost every

speech delivered before the Convention.

In a resolution forwarded to the Convention from

Barrington, Nova Scotia, the following expressions
occur :

" That the Liberals of this township, being citizen subjects of

Canada, are intensely patriotic to her best interests first, and

hence everywhere our people are awakening to the evils that are

overtaking our country in consequence of Protection, restriction

the National Policy. That there can be little confidence placed
in the pretensions of the Government to reform Canada's tariff,

while its members are known to be wholly at the command
and behests of the magnates of the Red Parlour, the servants of

manufacturing monopolists, trade combinesters and paid Tory

partizans."

The explanation of the reference to the
' ' Red Parlour

' '

in this resolution is as follows :

After the Conservative Government introduced and

carried out their National Policy of protection, it was alleged

that just before every General Election, Sir John A.

MacDonald, the Conservative Premier, went to Toronto,

one of the cliief manufacturing centres of Canada, and was

always allotted a suite of apartments at the Queen's

Hotel, known as the
' ' Red Parlour." Here, it was claimed,

Sir John called before him the leading manufacturers and

assessed upon them the necessary funds for the Election

expenses of his party.

In the General Election which took place in 1896, the

attitude of the Liberal party upon this question remained

the same, and the cliief argument of Liberal speakers

throughout the Dominion was the rotten state of corruption

into which the country had fallen on account of its protective

policy. The Liberals succeeded at the election, and took

office in the summer of 1896. They have been in power
since then, a period of twelve years, and if their tariff legis-

lation is examined it will be found that there has been no
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effort whatever to eliminate protection, that in many
instances the tariff has been largely increased, and that the

average tariff to-day is practically the same as it was when

they took office in 1896. More than this, the policy of

direct subsidies to special manufactures, initiated under

Conservative rule, has been extended under the Liberal

Government very much indeed, especially in the way of

bounties for the production of iron and steel. A clause has

been introduced into the tariff law called the
"
dumping

clause," by which the Department of Customs, without

consulting Parliament, can arbitrarily increase the tariff

upon any article, in their discretion. This power is

given for the alleged purpose of preventing British and

American manufacturers from dumping their goods in

Canada, but in actual practice it is used as a means of in-

creasing the protection upon any class of articles the manu-

facturers of which are able to bring sufficient pressure upon
the Government to have it done.

The question naturally arises, why has the great Liberal

party abandoned all its resolutions with regard to this

question of the tariff ? The answer must, I regret to say, be

found in the corrupting associations of a protective policy.

The Liberal party, when it came into power, having been

accustomed, during eighteen long years of opposition, to

have great difficulty in obtaining money for election ex-

penses, were unable to withstand the temptation to use the

immense power which had been placed in their hands by the

electorate of Canada, to compel their previous antagonists,

the denizens of the Red Parlour, to fill their exchequer.
Never in all the history of Canada has there been so

much corruption in public life as in the last twelve years.

It has permeated every department of the Government,
and it is safe to say that much the greater_art_ofJ_he_time
of Parliament is taken up with investigating charges of graft

and corruption against department officers and Ministers

of the Crown.
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One can well understand that under the very best

Administration there may be cases of wrong-doing on the

part of officials of departments ; but it would naturally be

expected, when charges of this kind were made in Parlia-

ment and committees appointed for their investigation,

that the Government of the day would lend every assist-

ance in their power to expose the wrong and punish the

wrong-doers. So deep rooted, however, is the corruption

in public life in Canada tlffit we find the Government

employing every means at their hand to suppress and

nullify the investigations of these committees. Witnesses

refuse to answer questions, and when the Conservative

members of the Committee ask for their committal for

contempt, the Liberal majority invariably refuses to exercise

its power.
The Government refuses to allow orders to be made by

Parliament for the production of original documents at

the instance of Conservative members of the House who
state that they desire the documents for the purpose of

unearthing fraud and corruption.
Members of the Government become enormously rich

while in office, without any apparent means of enrichment

except the power placed in their hands by virtue of their

positions. When these matters are referred to in Parliament

the Ministers in question make no explanation whatever of

the enormous riches which they have accumulated, but defy
the Opposition to lay charges against them and prove them.

Since the present Government came to power, in many
instances the law has been changed, so that the alienation

of public lands, franchises, and concessions, which before

had been in the hands of the Governor-General-in-Coundl,
came within the power of the Minister of the Department

alone, without any check whatsoever. Although the

Government issue an official Gazette every week, these

grants are not published, and there is no general know-

ledge of them unless asked for in Parliament, and even
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then it is only with the greatest difficulty that any informa-

tion can be obtained, and in many cases when obtained

has been shown not to be reliable.

It is true that there is another source of corruption in

Canada besides the protective policy. It is the practice of

granting large subsidies for the construction of railways.

It is well understood that whenever a subsidy is given to

a railway company a considerable portion of the same

finds its way into the election fund of the Government in

power. This charge was openly made by the Liberals

against the Conservatives when they were in power, and

there is no reason to suppose that there has been any

change in this respect since 1896.

The result of this immense election fund has been to

make the Premier and his Cabinet dictators of the party
whose committee of management they ought to be, under

the principles of responsible government as administered

under a party system.
No individual member of Parliament supporting the

Government is allowed to have any opinions of his own,
or in any way to oppose or fail to support the course decided

upon by the Cabinet. It is true that from time to time

members supporting the Government get up in the House
and criticise adversely the Government policy, but that is

never done except with the consent of the Premier, who
feels that he can afford to allow the member in question tc

fortify himself in his constituency by an apparent oppo-
sition to a part of the Government policy.

I was myself a member of the Dominion House for

three years prior to the General Election of 1896. Since

the Government came to power I have been frequently in

Ottawa, and have asked old colleagues of mine on the

Liberal side, how they could stay in Parliament and see

the Government depart from the policy of the party as it

was understood when they were in opposition. The answer

has always been that if they undertook to show any inde-
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pendence whatever they knew that the Government would

take the earliest opportunity of putting them out of business.

This would be done, they explained to me, by refusing to allow

any of the immense corruption fund accumulated by the

Government from railway subsidies and the manufacturers

of Canada to be used in their particular constituency.
When any Liberal member of Parliament has been

courageous enough, in spite of all these matters, to stand

up and speak for Liberal principles in the House, the

Government have, sooner or later, closed his career, making
it clear that they would prefer to have in Parliament a

straight opponent rather than an independent supporter.
In the Convention referred to, which took place at

Ottawa in 1893, in addition to the tariff resolution, many
other public questions were dealt with ; but in no case but

one, since the Liberals came to power, have they carried

out the principles affirmed at the Convention. The excep-
tion was the adoption of the voters' lists made for pro-
vincial purposes in each province as the list for Dominion

election purposes. This was done in their first Session,

but at the present Session a Bill has been introduced by
the Government going back upon this principle, at any
rate so far as the provinces of Manitoba and British Columbia

are concerned.

Recent provincial elections and other signs would seem

to indicate that the Liberal Government will have a hard

light at the next General Election, which must take place
before the end of 1909; but from the standpoint of the Free

Trader it is hard to say what advantage it would be to

substitute the Conservative Opposition for the Government
in power. It is still a cardinal principle of the Conservative

party in Canada that the tariff should be primarily a pro-
tective one, and no doubt the same corrupting influence

of the tariff of protection and bounties and railway sub-

sidies would sooner or later permeate the new Government
in the same way.
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In spite of the fact that both of the great parties of

Canada at present stand for a protective tariff, it can be

demonstrated beyond a doubt, that Canada would be better

off in every respect with a revenue tariff
;
and if a party

should arise in Canada which would adopt Free Trade

or a tariff for revenue only as its policy, I believe that it

would sweep the country.
In Canada, as in every other part of the world where

it has been tried, the policy of protection has resulted in im-

poverishing the many for the purpose of enriching the

few, and there are many signs to show that the people of

Canada are of that belief.

In addition to submitting the above paper, Mr. Martin

spoke as follows :

Since I came to this country I have found an instance in

connection with Canada of how insidiously the advocates

of Protection work. We had the pleasure, at the opening of

this Congress, of listening to a very satisfactory speech on

Free Trade, satisfactory to all of us I am sure from the clear

manner in which the principles of the Cobden Club were

set forth, by Mr. Winston Churchill, the President of the

Board of Trade. But I find that the doctrines of Protection

have penetrated even his department. Prior to Mr. Churchill

becoming a member of the Government it was decided to send

a British Trade Commissioner to Canada, and Mr. Grigg
was appointed to that position. He made a report which is

on the file, and which was printed by the Government on

December i, 1907, and that report, from beginning to end,
is the strongest kind of Protectionist document. It is

filled with Protectionist arguments ;
and as is usual with

Protectionists, those arguments are not based upon facts.

I would just like to read one or two short extracts from

that report. I am sorry Mr. Churchill is not here to listen to

the strong manner in which his department is advancing
Protective arguments whilst he himself is a sound Free

Trader. Listen to this. The writer is discussing the

methods of advancing and encouraging trade between
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Canada and Groat Britain. If I ask any member of this

Congress how are you going best to encourage trade between
Canada and Great Britain you would say at once by having
l'i. Trade in both countries; and yet there is no mention
<>f .my sin h idea as that from beginning to end

; it is ex-

( liidt'd entirely from the report, and this is the kind of thing
i vs :

" The example and progress of a powerful people only separ-
ated from them by an imaginary line 3,000 miles in length,

naturally engages the attention and affects the trade policy of

Canadians. They have watched the phenomenal growth of

their neighbours in population, industry and wealth under

climatic and social conditions very similar to their own. They
greatly desire similar development in their own country, and

the large majority believe it can best be obtained upon lines

of policy similar to those which prevail in the United States."

Now, I say that that statement is absolutely untrue,

that it has not a solitary bit of truth in it. In Canada
we know about Protection in the United States, but we take

the view that the United States have prospered not because

of their Protective policy, but in spite of it, and I say, in

addition, that they have prospered because they have

complete Free Trade within their own immense territory.

I say it is a very small minority of the people of Canada that

want to copy the fallacious economic doctrines which are in

force in the United States, and I am surprised to find any
such statement made in a document put forward by a Free

Trade Government.

Then again Mr. Grigg says, and this is a great deal

worse :

"
It is estimated that 45 per cent, of the entire population of

Canada is engaged in agriculture. Their interests are practi-

cally identical, and their vote if given on a single issue would l>e

decisive, but they are apparently prepared to pay more than

they need for the goods they buy even though they gr t a little

compensation in a higher price for what they sell ; and they do

this because of their patriotic belief that industries are necessary
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for the development and progress of the country and that they
have been largely instrumental in producing the results plainly to

be seen in the case of Canada's Southern neighbour. During

my stay in Canada, Mr. Fielding, the Minister of Finance, pro-
duced his Budget, re-adjusting the tariff, but without great change
in it except in the important particular of the intermediate

tariff, whereupon numerous deputations, representing various

manufacturing interests, waited on the Minister.
" The farming industry, while expressing grave disappoint-

ment at no reduction in the tariff, yet made no protest until it

became clear that the manufacturers were pressing the Govern-

ment to increase the tariff, when the farmers made their position

clear, and declared that they had submitted to the maintenance of

a tariff high enough to prevent industry being crushed by Ameri-

can competition, but they would resist by every means in their

power the imposition of a tariff higher than was necessary to

secure that object, the result being that the tariff was maintained

very nearly as first produced.

Now, that statement has not a word of truth in it.

It is absolutely untrue from beginning to end
;
and Mr.

Grigg would find, if he cared to look for it, the clearest

documentary proof of its untruth. He does not, indeed,

produce a single iota of evidence to show that the farmers of

Canada ever agreed or were ever willing now or at any other

time to pay a single dollar more than was necessary for

their clothing and other manufactured articles in order

to help on another industry. Nor has it ever been suggested
to them that they should do so. What the Protectionists'

orators say is, that it will not cost any more ; that you can

have all the Protection you like in Canada, and none of these

articles will cost you a dollar more, because the foreign
manufacturers have got to pay the duty. Now, no sane farmer

ever made any such statement as that. But the statement

they did make is one of the clearest arid briefest presentations
of the doctrine which the Cobden Club was founded to propa-

gate that has ever been seen. Let me read it so that you
may see how like it is to Mr. Grigg's statement. Here is

what the farmers said only a year and a half ago :
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" The farmers of Canada have become genuinely alarmed

by the aggressive campaign carried on by the Manufacturers'

Association during the past few years with a view of having the

tariff made more protective than it is now. When Protection

was first asked for we were assured that what was then requested
would be required but a short time in order to allow our manu-

facturing industries to secure a fair footing. The request made
\\as granted by the electors, and the rate of taxation levied on

dutiable goods averaging 21 i per cent, in 1878 was increased to

an average of 26 per cent, by 1880. To-day we have an average
tariff on dutiable goods about i per cent, higher than it was when
the protective tariff became effective. And yet with the imports
of that period grown to the mammoth concerns of the twentieth

century we find the cry is still for more. The more there is given,
and the less the requirement for giving, the greater are the

demands made. If a halt is not at once called we shall find

conditions in this country similar to those prevailing in parts of

Europe, with a small class of wealthy barons at the top and the

serfs at the bottom, manufacturers being the barons and farmers

the serfs.
" The protection accorded by the tariff enables manufacturers

of certain classes of agricultural implements to charge Canadian

consumers 25 per cent, more than the value of the articles manu-
factured. The same protective tariff permits an over-charge of

30 per cent, to nearly 50 per cent, on woollen goods and 50 per
cent, on the cheaj>er lines of farm carriages. The average rate

of taxation on dutiable goods in 1904 was 274 per cent., and to

that extent, speaking broadly, Canadian manufacturers were

enabled to over-charge Canadian consumers on purchases made,

by those consumers. Farmers do not and cannot secure any

compensation in return for all this by any tariff that can be

devised. We have to-day a surplus of 120,000,000 of farm

produce for export. That surplus is constantly increasing, and

so long as these conditions continue the foreign price must control

the home price of farm products. While a protective tariff can

and does limit our jnirchasing power, it cannot and does not

"enhance thepricc ot articles wejiaye to sell. We therefore ask,

in the coming revision of the tariff, that the protective principle

l>e wholly eliminated : that the principle of tariff for revenue
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only, and that revenue based on an honest and economical expen-
diture of the public funds, be adopted, and as a proof of our

sincerity we will, if this position is adopted by the Government,

gladly assent to the entire abolition of the whole list of

on agricultural imports."
Now that document can be found at page 452 of I\lr.

Porritt's book on "
Sixty Years of Protection in Canada ";

and I ask you to compare it with Mr. Grigg's statement.

The two statements are as different as black is from white,
and Mr. Grigg's statement is absolutely untrue We Free

Traders argue this question on broad, national and humani-

tarian grounds ;
we do not have to make mis-statements

;

we do not have to get away from anything. But what of the

other people ? What of the Protectionists ? They have a

weak case
;

their case does not rest on national or humani-

tarian considerations. It is a case of greed, it is a case of

personal profit ;
and the man who supports such a case is

always ready to adopt any kind of argument and to take any
kind of a course.

MR. FRANKLIN PIERCE (United States of America) gave
a summary of the following paper :

I AM gratified to meet with earnest men from all parts

of the world gathered to counsel together on the freedom

of trade and the peace of the world. While I appreciate the

great honour of addressing you, I can but lament that the

subject upon which you have asked me to speak involves

a grievous condition of affairs in my country. Of the

effect of protective tariffs upon political morality in the

United States no adequate idea can be given without a

short review of its tariff history. Duties upon imports
were first imposed in 1790, both for the purpose of raising

revenue and of protecting the infant industries of the time.

It is to be observed that with such a purpose in enacting
that tariff neither pig iron nor bar iron, were in the protected

list, because such was the advanced condition of the iron

industry that domestic producers were able to compete
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successfully with their foreign competitors. It was not

until 1816 that any duties whatever upon imports of iron

were imposed. In 1906, one hundred and eighteen years
after the time when Hamilton, the great statesman of his

day, believed that our iron industries needed no protection,

the average ad valorem rate of duty upon all dutiable imports
of iron was 49-46 per cent. We produce about one-half of

the world's yield of pig iron, and we have the most extensive

fields of iron ore, and yet we actually impose a duty of $4-00

per ton upon pig iron.

The platform adopted by the Republican party in its

recent Convention at Chicago declared that duties were

imposed to equalise the difference between the cost of pro-

duction in our country and the cost of production abroad.

Yet Mr. Schwab told us a few years ago that we could manu-
facture and sell steel rails at twelve dollars a ton with profit ;

and in 1903, Mr. J. S. Jeans, the secretary of the British

Iron Trade Association, testified in England before a com-

mission investigating the condition of trade, that "even
when the plant employed is fully up to date, as it is in many
English works, the quantity of steel produced is less than

one-half and sometimes less than one-third the quantity

produced in the best American practice. ... I cannot

justify the British pig-iron makers in only getting an average
annual output of about 25,000 tons per furnace, while the

American average is 60,000 tons, and the average of the

bituminous furnaces is only about 79,000 tons. As with

blast furnaces, so with Bessemer converters and open hearth

furnaces, the American efficiency is much larger than our

own."

As early as 1824, according to Professor Taussig, of

Harvard University, the cotton industry had reached a

condition where it was able to meet foreign competition on

equal terms. There was good reason for a duty upon cotton

during the Civil War, but raw cotton fell from 43 c. per pound
at the close of the war to 10 c. per pound in 1883. * ts labour

i. (i



cost, because of our improved machinery and highly skilled

labour, is as low as in any other country. Mons. E.

Lavasseur, in a paper read before the Academy of Moral

and Political Science, in France, in 1895, said :
" In the

factories at Rouen a weaver supervises two looms ;
in

Massachusetts he supervises at least four and six upon an

average. At Lowell, I have seen women supervising eight

apiece." The conditions now arc even more favourable to

the manufacture of American cotton cloth, in comparison
with European rivals. Notwithstanding all this, under our

Dingley tariff, we have a duty upon all dutiable imports
of cotton of about 50 per cent.

A body of New England manufacturers before the Com-
mittee on Ways and Means of the House of Representatives
in 1828, declared that the American manufacturer of

woollens could produce them as cheaply as the English,
if he could obtain his wool at as low prices. Eighty years

later, with improved machinery, vast capital, and highly
skilled labour, we find an average ad valorem duty on all

dutiable imports of woollen goods of 92 per cent., and duties

on different grades of woollen fabrics running all the way
from 50 per cent, to 250 per cent.

In 1846 Congress enacted the Walker tariff, known among
Protectionists as the

"
Free Trade Tariff." It imposed

an average ad -valorem duty upon dutiable imports of about

25 per cent., and continued until 1856, when the Republicans,

uniting with the Democrats, voted to change the duties to

an average of about 20 per cent, upon dutiable imports.
Mr. Elaine, a Protectionist, in his

* '

Twenty Years of Con-

gress," says of this tariff: "So general was the

acquiescence, that in 1856 a protective tariff was not even

suggested or even hinted at by any one of the three parties
which presented Presidential candidates."

The tariffs of the Civil War were simply acts temporarily

increasing the duties in order to compensate the manufacturer*

for the internal revenue tax imposed upon his manufactured
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product. These war duties were imposed under the solemn

pledge of the Government that at the end of the war they
would be removed. At the end of the war the internal

revenue taxes were removed, but the duties were continued.

The average ad valorem rate of duty upon dutiable im-

ports under the War tariff of 1864 was 36-69 per cent.

There have been only two laws passed since the Act of

1864, which have provided for the decrease of the prevailing
customs duties, one the law of 1872, and the other the law

of 1894. In each of these cases the duties have been lowered

by a mere shaving of 5 per cent, to 10 per cent. The

average duty upon dutiable imports under the Tariff Act of

1883, for the year ending July I, 1884, was about 41-61

per cent. The average ad valorem rate of duty upon all

dutiable imports under the McKinley Bill of 1890 was about

48 per cent, to 50 per cent., while the average ad valorem

rate of duty upon all dutiable imports actually imported
under the Wilson Bill of 1894, for the year ending July I,

1897, was 42-17 per cent. Now observe that the Pro-

tectionists of our country always refer to the Wilson Bill

as a Free Trade measure. Their conception of a Free Trade

measure is a tariff imposing average duties upon dutiable

imports of upwards of 42 per cent. The average ad valorem

duty upon actual imports under the present Dinglcy Bill

varies from year to year from about 45 per cent, to 50 per

cent., while the duties arc so high upon hundreds of com-

modities as to be prohibitory of importation. These high

tariffs arc the genesis of the four hundred or more com-

binations in restraint of trade in our country. They furnish

a constant temptation to the formation of monopolies,
to appropriate the undue profits of excessive rates of duty.
The natural result of such duties is to excite increased

competition and to force production beyond its normal

limit. Then the trust comes in with a good excuse to restrain

competition and to hold the price of the domestic protected

product up to the duty line.
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For over forty years the party in power in the United

States has been engaged in selecting favourites and bestow-

ing upon them the special privilege of selling their goods
to their countrymen at a price increased by about the amount

of the tariff, notwithstanding the fact that during all these

years, through the use of machinery, the cost of production
has been reduced in many instances to a tenth part of what

it was in 1860. In nearly all of our manufactured products
we could profitably undersell the rest of the world if we only
had free raw materials for our factories. Under this iniqui-

tous system the manufacturer has been allowed to continue

the prices of commodities as they existed fifty years ago,

and to unjustly rob the consumers to the amount of billions

of dollars. The conditions which I have described have

become so bad that our politicians dare not take a step

back to a healthful condition, lest that step cause such

temporary depression as to destroy their political aspira-

tions. The condition is actually so bad that they fear

to touch this foul ulcer of the Commonwealth lest it bring

upon us a panic, and so when we talk of revising the tariff

they throw up their hands and say : "If we open the case

for discussion, the whole scheme of Protection will fall to the

ground, and therefore we must stand pat."
A few years ago a representative in Congress, Mr;

Babcock, of Wisconsin, proposed a law removing the duties

upon the importation of goods of like character to those

manufactured by our trusts and by them sold abroad for

a less sum than at home. Would Congress adopt this

reasonable proposition made by a member of the party
in power ? By no means ! United States Senator Gallinger,

of New Hampshire, declared that such action
' ' would

be a crime against humanity." Congressman Gibson, of

Tennessee, said :

' '

By so doing you open a door through
which the enemies of Protection may pass and destroy all

other industries." Congressman Grover, of Ohio, declared

that such an act ," would result in business Stopping asr
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quickly as human life will stop when the blood ceases to

circulate." While Congressman Stewart, of New Jersey,

laid down the proposition that
* '

if anything is permanently
fixed in the Republican faith as a cardinal principle beyond
the pale of discussion and argument, it is the tariff."

These high rates of customs duties have been main-

tained during the last twenty or thirty years by direct

appeals to the prejudices and passions of the people. In

1892, Major McKinley said :

"
Let England take care of

herself, let France look after her interests, let Germany
take care of her own people, but in God's name let Americans

look after America." Cecil Rhodes maintained that the

British flag was one of his assets in business, and the

American flag is the principal asset of the manufacturers

of the United States. They have appealed to it for forty

years. During that period the Republican party has

identified itself with Providence. Its members speak

reverently of duty and destiny, of the Stars and Stripes,

and a protective tariff. Under such patriotic professions
as these eighty-five millions of people are being plundered

by a body of as unconscionable politicians as ever

pillaged a people.

The alliance between our captains of industry and

politicians for private gain is a standing menace to political

morality. We have deliberately given to our legislators the

power by Congressional enactment of transferring througli

protective tariffs millions of dollars from the hands of the

people to the pockets of a few industrial leaders. By restrict- i

ing foreign competition these colossal combinations have
been permitted to spring up and to become stronger than

Congress"and the President, and more persistent than any
general public opinion. They are growing more and more

powerful every day to fight for their advancement. The

protected monopoly strikes down the small manufacturer,
turns tens of thousands of independent dealers into mere

workmen, creates a kind of feudal state with the whole
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country dependent upon it, and seeks to add millions to its

already acquired millions through tariff Acts, ship subsidies,

and other special legislation. Behind every tariff law

will be found nothing but private interests, clinging like

parasites to the Government, constantly urging their claims, -

and seeking by discreditable means to interest senators and

representatives in the passage of their measures. The
Tariff problem in the United States to-day, with Tts"

resulting trusts, has proved the most stupendous instrument

of corruption which was ever conceived by the ingenuity
of man. Place three or four hundred Republicans or Demo-
crats of approved honesty in Congress, continue them there

for a few years under the temptation of such an alliance of

public power with private business, and a considerable

proportion of their number will yield to the temptation to

make money out of tariff legislation. Give men control

over the subsistence of a people and you give them control

over the people. We put in the place of government by

George III., the government of the people, and we agreed
never to seek to become kings. Yet before our people

scarcely appreciated the conditions, there sprung up oil

kings, and steel kings, and all kinds of kings, who have sub-

jected the mass of our .people to heavier burdens than ever

have been inflicted upon a people in our day by King or Tzar.

The approved method of procuring tariff legislation

is by contributions on the part of the trusts to the cam-

paign committees of both political parties, in cases where

there is doubt as to which party will win. In national

campaigns, in State campaigns, and even in municipal

contests, almost every protected trust, for the purpose of

Winning the favour of the politicians, opens its bank balance

to one or both of the parties. The Republican manager

says to the manufacturer,
' '

Protection has made you rich
;

Free Trade will make you poor. The Democrats are Free

Traders
;

if they win in the city or in the State, they will

be just so much stronger in the nation, and they will
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give you Free Trade. If we win, we will continue to give

you Protection and special legislation. This is the con-

dition ; come down with your cash." They do come down
with their cash, and the control of the tariff question and

of other special legislation, touching the welfare of every

man, woman, and child in our country, is placed in the

hands of political leaders and United States senators who
have received this money under the pledge to return to

the giver such legislation as he desires.

In 1886 Mr. John Wanamakcr. of Philadelphia, at that

time proprietor of the largest department store in the

United States, and a leader and promoter of Sunday schools

and Young Men's Christian Associations, contributed a

large sum of money to the National Republican Campaign
Committee. He gathered hundreds of thousands, if not

millions, of dollars from the rich protected manufacturers

of Pennsylvania, and turned it over to United States

Senator Mathcw Stanley Quay of that State, who was chair-

man of the National Campaign Committee. When the

Wilson Bill was before the United States Senate, Quay,
who had received the contributions of the manufacturers

through Mr. Wanamaker, voted to increase the duties on re.

fined sugar, and upon his official knowledge that this increase

would take place he actually speculated in sugar in Wall

Street. When an investigating commission questioned
him about such action he admitted the fact and declared

that his financial interests in the affair had not in the

least degree influenced his course on the floor of the Senate.

Some of the money procured through Mr. Wanamaker
was used by William W. Dudley, the treasurer of the

Republican Campaign Committee, in bribing voters. Just

before election Mr. Dudley wrote a letter of instructions

to the campaign workers of his party in the doubtful State

of Indiana as follows: "Divide the floaters into blocks

of five, and put a trusted man with necessary funds in

charge of these fives, and make them responsible that none



472

get away, and that all vote our ticket." Under such

methods Indiana gave its electoral vote to Mr. Harrison,
the Republican candidate for the Presidency. This 'dis-

graceful incident well illustrates the value to a political

party of such contributions. In a national election, in

the average doubtful State like Indiana, 40 per cent, of the

people in any event will vote the Republican ticket and

another 40 per- cent, the Democratic ticket
;

so in such a

State the party gets the electoral vote which procures the

majority of the remaining 20 per cent. With "the money
funiished by the manufacturers of Pennsylvania through
Mr. Wanamaker, the Republican party in 1888 secured the

majority of that 20 per cent, in Indiana.

It is estimated that about $5,000,000, was contributed

by manufacturers and bankers to the Republican party
in the Presidential campaign of 1896 ;

and a considerable

sum of money undoubtedly was contributed to the Demo-
cratic party in the same campaign by the producers of pig
silver seeking to increase the price of their product by
special legislation. In 1900, and again in 1904, corruption
funds amounting to millions of dollars were gathered by
the Republican party from the manufacturers and from

stockholders in manufacturing corporations.
In the campaign of 1904, President Roosevelt selected

as the campaign manager, George B. Cortelyou, the Secretary
of the Department of Commerce and 'Labour in the National

Government. The law 'creating that department of the

Government conferred upon its head extensive powers
of investigation into the affairs of every manufacturing

company engaged 'in interstate commerce in the United

Stales. Because of his official position, Mr. Cortelyou
had procured wide information as to the secrets of the great

manufacturing combinations. Surely no man in the country
was better fitted to procure campaign contributions from

the monopolists than Mr. Cortelyou, the inquisitor of their

usiness. Mr. Cortelyou has been for some time the Secretary
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of the Treasury of the United States in President Roosevelt's

Cabinet. In the autumn of last year, in the midst of the

financial panic, he deposited large amounts of Government

money with New York City national banks. The men con-

nected with these banks and with Wall Street are also

largely interested in industrial undertakings and industrial

stocks. So wisely did Mr. Cortelyou parcel out the moneys
of the Government with the banks that in return therefor he

was promised the aid of Wall Street for the Presidency.

When the matter came to the attention cf the President

he promptly destroyed this presidential boom of his secre-

tary. The support of the men who had pledged themselves

to Mr. Cortelyou was transferred, it is said, to Mr. Taft.

Few candidates for the Presidency for twenty years have

been successful in nomination or election without the aid

of Wall Street and the industrial interests which it represents.

The directors of the great insurance companies in New
York are nearly all, either directly or indirectly, connected

in interest with our great manufacturing monopolies. They
have not hesitated to betray the interests of the widows

and orphans, whose funds it is their solemn duty to protect,

by giving large sums of trust money to Republican campaign

managers in return for tariff favours and other special legis-

lation. In September, 1904, George W. Perkins, the first

vice-president of the New York Life Insurance Company,
through his firm, J. P. Morgan & Co., paid upwards of

$48,000 to the National Republican Campaign, to be used

for the purpose of securing 'the election of President

Roosevelt. This insurance company had made similar

contributions to the National Republican Campaign Com-
mittee in the Presidential campaigns of 1896 and 1900.
After Mr. Cortelyou had used his official information for the

purpose -of accelerating the payments of money from

manufacturers, as before described, he was appointed by
President Roosevelt to the position of Postmaster-General,
and in return for the favour of Mr. Perkins, Mr. Cortelyou
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as Postmaster-General awarded to the International Steam-

ship Company, in which Mr. Perkins' firm, J. P. Morgan &
Co., was largely interested, the contract for carrying the

trans-Atlantic mails.

Both the Equitable Life Assurance Society and the

Mutual Life Insurance Company for many years have
been making contributions from the funds of their insured

to the National Republican Campaign Committee and to

the State Republican Campaign Committees. In 1904, the

Equitable made its contribution of $25,000 through Henry
C. Frick, a director of the United States Steel Corporation,
and also a director of the Equitable, and then hid the entry
of the gift in a fictitious account where it could not be easily

discovered. In the same year the Mutual secretly gave

840,000 to the National Committee, also through one of

its directors.

In the same campaign of 1904, President Roosevelt

summoned Mr. E. H. Harriman, who is largely interested in

the railway and manufacturing interests of our country,
to Washington, and disclosed to him the need of additional

money by the Republican National Campaign Committee,
for use in the State of New York, and Mr. Harriman, at

the President's request, returned to New York and raised

the sum of $260,000. This entire sum, together with other

large sums, was used in that year, to a great extent for

corrupt purposes with the voters of the State of New York.

The evil practice of buying votes has been growing rapidly
in recent years in many of the interior counties of the State

of New York. In some counties it is declared by the

political leaders that about one-half of the voters must be

paid money even in Presidential elections to keep them in

line.

Thousands of contributions from manufacturers are

made to the National Campaign Committee of the Republi-
can party in each national campaign. In the last Congress,
a Bill was introduced requiring the chairman of the National
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Campaign Committees to disclose to the public the names

of the contributors to their funds and the several amounts

given, and to make this disclosure before the election

so that the people might know to what extent money was

being used in the campaign, but this measure was defeated.

Again, in the recent National Convention of the Republican

party at Chicago, a proposed plank in the platform favouring

such a law was voted down by a vote of 880 to 94. The

same convention nominated James S. Sherman, a member of

the House of Representatives for many years from the

State of New York, for the office of Vice-President of the

United States. For many years Mr. Sherman has been

the chairman of the Republican Congressional Committee,
and as chairman was the collector of the campaign tribute

of manufacturers to Congressional elections. While in the

House of Representatives he has for many years been a

member of the Committee on Rules. This committee is

omnipotent in the control of legislation, being able to prevent
the passage of any measure in the House. Occupying
this position of power, he was able to ward off legislation

unfavourable to contributors of campaign funds, and now he

has been rewarded with a nomination to the second office in

honour which can be conferred upon a citizen of our country.

The English House of Commons, in the reign of Chailes I.,

by resolution, prohibited persons who were owners of

interests in monopolies from sitting in the House, and the

law made it the duty of each member, if he knew of a fellow-

member who belonged to a monopoly, to publicly name him

in the House so that he might be expelled. Such a provision

in the Senate of the United States would be much to the

public interest. A large proportion of the members of that

body during the last twenty years have been men who have

amassed fortunes in trade, commerce, or manufacture, and

who in many cases have procured their seats in the Senate

through the use of large sums of money with State legis-

latures. A great majority of these senators are closely
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allied with the iron, coal, lumber, and other interests, to

which the tariff affords protection. These men actually
sit in the United States Senate and vote for tariff bills which

allow them personally to mulct the whole American people.
For many years the marble quarries of Vermont were the

main sources of supply of marble in our country, and

during those years a United States senator, owning those

quarries, sat in the United States Senate and voted for a

high tariff on the product of his quarries.

The greatest supplies of borax in the world are found

in Nevada and California. Prior to 1897, the duty on

borax was two cents a pound. The Pacific Borax and Red-

wood Chemical Works owned these deposits. The company
could produce borax and sell it in any part of the world at a

profit ; yet in 1897, through Senator Stewart, of the State

of Nevada, and Senators Perkins and White, of California,

they procured an increase of this duty to five cents per

pound. A rumour went around the Senate that this com-

pany was about to sell its interests to an English company.
This rumour probably would have caused a reconsideration

of the vote on the borax duty. To avert that danger
Senator Stewart arose and said that he understood that
* '

there has been an attempt to make this sale in England
in good faith, but I think the whole matter fell through.
It was one of the bombastic prospectuses that the .English

put out. It must be an exaggeration." The English

company in some manner did take over the Pacific Borax

and Redwood Chemical Works, and borax =has been selling

for some years in our country for 7^ cents per .pound, and

in London at about 3 cents per pound.
The passage of the Wilson Bill in 1894 was the occasion

of many scandals connected with the increase of the duty
on refined sugar. It was charged that United States

senators, knowing that the duty would be advanced, pur-
chased sugar stock heavily, and when the increase was made
known the price of the stock went up, securing to them large
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profits. A committee of the Senate was appointed to

investigate the matter, and Henry O. Havemeyer, president
of the American Sugar Reftm'nfi Company, was summoned
before the committee and explained to the committee the

use by his company of money to control State legislatures

and elect United States senators. He testified as fol-

lows :

Senator ALLEN * Therefore you feel at liberty to contribute to

both parties ?

It depends. In the State of New York where

the Democratic majority is between forty

and fifty thousand, we throw it their way.
In the State of Massachusetts, where the

Republican party is not doubtful, they

probably have the call.

In the State of Massachusetts do you con-

tribute anything ?

Very likely*

What is your best recollection as to contri-

butions made by your company in the State

of Massachusetts ?

Mr. HAVEMEYER : I could net name the amount.

Senator ALLEN : However, in the State of New York you
contribute to the Democratic party, and in

the Commonwealth of Massachusetts you
contribute to the Republican party ?

Mr. HAVEMEYER : It is my impression that wherever there is a

dominant party, wherever the majority is

very large, that is the party which pets the

contribution, because that is the party which

controls the local matters.

Mr. Havemeyer added that in his opinion
"
every cor-

poration and firm, or trust, or whatever you may call it;

is in the habit of furnishing money for campaign disburse-

ments."

As early as 1876, James Russell Lowell spoke of the

United States Senate as *'that secret and irresponsible

Senator ALLEN :

Mr. HAVEMEYER
Senator ALLEN :
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club
'

'

which governed the country
' '

for their o\vn

benefit." The late Henry Loomis Nelson, Professor of

Political Economy in Williams College, Massachusetts,

[in January, 1900, wrote as follows :

"
Since 1875 Congress

has not legislated on the tariff, it has simply affirmed or

ratified the decrees of the beneficiaries of the tariff. Its

people have transformed the Government into a socialism

|

in which they arc not merely the favoured class, they con-

'stitute the only clasc."

The form which corruption now takes is entirely different

from that existing at the time of which Mr. Lowell wrote.

In those days undoubtedly there was buying and selling

of votes. The wealthy senator or influential member of the

House to-day rarely receives money bribes. Most of them

would resent such an offer as an insult. Before such a

man became a member of the Senate or the House, he

probably represented large business interests, if he was not

the actual owner of such interests. He knew who furnished

the sinews of war for political campaigns, and he knew

exactly what returns were made therefor. He was sent

to Congress, not to care for the interests of the eighty-five

millions of consumers of the country, but as the special

representative of the new and powerful forces of monopoly
which dominate American life. These business senators

and Congressmen are not devoted to any political principles,

but simply to the furtherance of the monopolies and financial

interests which they represent. Political favours, franchises,

freedom to give or procure rebates, freedom of the business

which they represent from legal interference and control,

is what they are after. The greater part of their work is

secret, silent, underground manipulation for the accomplish-
ment of the success of business endeavours. These noble

senators submit tamely to the commands of their masters.

On February 6, 1903, Mr. John D. Rockefeller, Junr., of

Standard Oil fame, sent to each of six United States

senators a telegram of which the following is a copy :
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" We arc opposed to any anti-trust legislation. Our
council will see you. It must be stopped." These great
senators expressed no indignation at the commands of this

young man, but complacently obeyed them.

Our protective policy, although unwise, was undoubtedly

honestly commenced and continued by Congress for the

first seventy years of our national life. Now it has become
not protection but plunder. It has resulted in a close

alliance between corrupt politicians and manufacturers

to procure favourable legislation by any means. They*
wholnake the tariffs in the UnitecTStates actually fix the

price for every piece of material which goes into the building
of every house, and they fix the price of every shred of cloth-

ing worn by each of its eighty-five millions of people. They
determine what shall be the profits and the trade oppor-
tunities of about 262,000 manufacturing establishments.

These protected interests have grown strong enough to

practically dictate the Presidential candidate and carry the

national elections. We have permitted a force outside of

Government to be created that is powerful enough to con-

trol Government in spite of the people. The men in con-

trol of the trusts have come to regard themselves as privi-

leged persons above and beyond restraint from any source.

This confidence comes from the fact that they alone know
how thoroughly a few men, holding no public office, actually
direct every department of the Government. This force,

outside of Government, yet still commanding Government,
is becoming in the United States so powerful and so corrupt
that it aims to control the editor in his sanctum, the pro-
fessor in his lecture-room, and the judges in the seats of

justice ; independence recoils from its power, and free

thought and free speech are absolutely endangered by its

existence.

In no way have the protective tariff and favoured interests

in the State affected political morality so profoundly as

by gradually causing a change in the habits of the people
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and in their attitude toward Government. A hundred

years ago our people asked no favours from Government,
but only a fair, square deal, each man confident of his

ability to win by his own brain and his own hand. To-day,
under the paternal rule of Protection, everybody is looking to

the President and Congress for relief from evils. In the

early and middle course of the last century we witnessed a

glorious young enthusiasm for the freedom and independence
of the individual man, justly ascribing to that independence
and liberty the sure foundation of free government. Then
it was principles not men. In those days leaders of political

parties had convictions about the origin and the province of

Government, over which they fought each other vigorously.

I well remember as a boy accompanying my father on

business matters through central New York on many
occasions. In that way I obtained an intimate knowledge of

its farming communities. I well remember how in every
hamlet and at every cross-road men whittled their sticks and

discussed public questions. All this is changed now. The

personality of wealthy men or of political candidates is the

main theme of their discussion. The newspapers in glaring

headlines daily tell the people of the life of the trust magnate
and these country people read it with delight. They talk to'

each other about the daily and hourly income of Mr. Rocke-

feller or Mr. Carnegie and they really seem to be proud of

these abnormal growths of American life. In society

the discussion of public questions is tabooed as though

personal criticism on subjects of public importance is a

matter to be deprecated. Just in proportion as organised

wealth has seized upon the Government for its own selfish

purposes, so has individual character and independence
fallen from its former noble estate.

Like results from the same causes are appearing among
our industrial leaders. They are looking now not so much
to the improvement of their productive processes as to

profits gained through protective tariffs, combinations, and
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monopolies. They are seeking unearned gains. They

regard reliance upon improvement in their business methods

as somewhat old-fashioned, and take to the shorter cut ol

restriction of production and increased price through
combination. This evil example is bringing about a like

condition among the people. The average man is also

looking for some speculative or unearned gain, for some

lucky turn of the market in his favour, for some quick means
of accumulation witnout the burden of work.

The Trust, closing the door of opportunity to millions in

recent years, has impaired the habit of initiative in the

common man, and shaken his virtues of thrift and perse-

verance. The people see the profits of Protection going

altogether to a few thousand select persons, and, naturally,

become discontented. They see the wealth of the manu-
facturer increasing by millions

; they appreciate that, with

the present high prices of the necessaries of life, even by un-

ending industry they can only take to themselves sufficient to

keep body and soul together. Hence their belief in honesty
and industry is dying out. The people reason that virtue,

so far as they can see, receives little or no reward. They
cannot help but observe that there is a general contempt
for men who do not succeed, and so, little by little, they
come to look upon rectitude as a kind of weakness.

The virtue of democracy is not alone to make govern-
ment good, but to make men strong by intensifying their

individual responsibility. The citizens who are content

to rely upon a paternal government never rise througli one

emancipation after another into a higher li erty. Social

evolution progresses actually with the importance of the

citizen above the State, and deteriorates exactly in the

proportion of the importance of the State over the citizen.

While the business of the country was conducted by persons
or firms, the skilled employee held close and sympathetic
relations with his employer ;

he was something more than a

mere machine
; he felt the stimulus of ambition which goes

H H
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with equality of opportunity. But the tariff-made trust

has displaced thousands of independent owners of business

by its huge and oppressive machinery ;
it has waged an

indiscriminate warfare of suppression on all small industries

until nearly the whole power of production has been taken

over by about five hundred of these vast monopolies.
The tariff and the trust in the United States have

been steadily leading the people towards Socialism. Pros-

perity, we are taught, is the sole result of the tariff. We
have come to believe that all affairs may properly be con-

trolled by law. Young men, in fact all classes of men,

placing less confidence than of old in industry and economy,
turn their eyes to legislation as the source of wealth, and

therefrom springs the feverish, speculative, unscrupulous

spirit of the day which is sapping and destroying our fine

young American manhood. The faces of all men in my
country are turned to the legislature to regulate labour,

grant pensions, stimulate industry, and bring about public

good. Laws are volleyed forth like shot from a gatling

gun in every legislature in the country to protect special

interests and make the people rich and happy. Government,
in the eyes of the greater part of our people, is simply a sort

of mysterious power possessed of an inexhaustible fund of

wealth, able to do all manner of things for the benefit of the

people, and the demagogues thrive upon this false -theory of

government.
In the Fifty-seventh Congress the House passed 3,430

Bills and Resolutions. During the second session of the Fifty-

eighth Congress there were reported, with approval, by the

various committees of the House of Representatives, 4,904

measures, and 3,992 of these measures were passed by both

Houses, 2,160 of them being private not public laws. Be-

tween the first Monday of December, 1905, and February,

1906, 15,000 Bills and Resolutions, covering every conceivable

subject of legislation, were introduced in the House of Repre-
sentatives and referred to the appropriate committees.
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On January n, 1907, the House of Representatives had

700 private pension Bills
^.on

-its day calendar, and 628 of

these were passed in one hour and thirty-live minutes.

On a single day in January, 1905, 459 private Bills were

j>.i>sed in the House of Representatives in eighteen minutes.

In 1899 the River and Harbour Bill, carrying appropriations

amounting to thirty million dollars, was passed in the

House of Representatives after a debate of ninety minutes.

So hasty and careless are the methods of legislation tha

the Dingley Tariff Bill, which filled 163 printed pages and

imposed duties upon more^than four thousand separate
articles of import, introduced at the opening of the session

in the House of March 15, 1897, was passed within less than

two weeks and transmitted to the Senate, only twenty-
two pages of it having been considered and discussed upon
the floor of the House. This rapidity of action resulted in

the omission from the tariff of the sections relating to the

tobacco rebates, and President McKinley actually signed a

different Bill from the one passed by Congress. The

schedules of this tariff are so indefinite that under it 300,000

cases have been brought before the Boards of Appraisers
for classification. As an example, the frog industry of

Canada was o erlooked, and to repair the omission the

appraisers held that frogs were poultry, and that a duty
must be paid on their importation. On December 14, 1907,

thirteen days after the opening of Congress, despatches
from Washington told us that one hundred and twenty-
three of the proposed Bills thus far introduced at that session

were already laws, of the existence of which apparently
their proposers were ignorant.

We make laws in our state legislatures by the thousands

to be laughed at. About twenty five thousand pages of

statutes are passed by the different legislatures each year.

Many of these Acts are restrictive and sumptuary laws.

The popular remedy for bad morals, social sins, and all

kinds of human dereliction, is an act of the legislature
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During the five years from 1899 to 1904, 45,552 Acts were

passed by the state legislatures. Of these enactments,

16,320 were public or general laws, while the remainder were

special or local.

Subsidies to sugar growers, subsidies to the owners of

ships, subsidies to silver mine owners, tariffs for thousands of

manufacturers, freedom from taxation to manufacturing
industries in many of the States these have been the order

of the day in our country for the last forty years, until all

classes have come to look upon the government as the

bountiful supporter and protector of business interests.

Our ordinary Protectionist is little short of a Socialist, for

he looks to the State to ragulate industry, wages, and trade.

If times are bad, both Protectionist and Socialist call upon
the legislature to cure the evil.

Our protective tariffs and special legislation have made
an artificial foundation for the business of our country,
and this has been a prolific source of panics. Fluctuating
conditions of business always exist where the basis of busi-

ness is artificial, and the protective tariff, obstructing
international trade and making the price of commodities

depend not upon commerce but upon legislation, accounts for

the unstable condition of our business and the recent

panic. The foundation of business ever fluctuating has

already affected and in the future will affect still more the

stability of character in our people. This uncertain con-

dition of business has appeared in the excessive interest rate,

running to 30, 60 and 70 per cent, at times The prices of

pig iron have been just about as uncertain as interest on

money.
But even these are not the worst evils of Protection

and the paternalism resulting therefrom. The greatest curse

which it has brought upon the country is its constant teach-

ing that all evils are political in nature, that prosperity
is created by statute law, and that ail social miseries may
be cured by statute. We have been teaching the
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people of our country for forty years that a law of Congress
is a sovereign specific for every evil, instead of teaching them

the truth, that prosperity depends upon the personal
character and industry of the people and upon the exercise

of individual virtue and vigour. When evil conditions

appear these teachings come home to us, and the people

wrathfully turn upon the party in power, just as the wine-

growers in the South of France turned to their government
two years ago for a remedy of their evils. Woe betide the

government which cannot satisfy the anger of a people

suffering from hunger, and believing that their condition

is the result of unwise legislation !

The extravagant expenditure of public money is a most

effective means of corrupting the political morality of a

people. It robs the common people and it corrupts officials

throughout all the ramifications of government. Protective

tariffs in our country have caused frequent surpluses in

the treasury. The beneficiaries of Protection for selfish

reasons have always been the friends of the distribution

of public money, and have encouraged schemes of public

plunder to remove such surpluses in order to forestall a

demand for a decrease of duties. During the war period
all revenue and appropriation Bills were referred to the Ways
and Mean^ Committee of the House of Representatives, but

after the war they were transferred to the Committee on Ap-
propriations. In 1885 the work of this committee was divided

among several committees, six only of the fourteen great
annual appropriation Bills being retiined by the regular
Committee on Appropriations. With such divided responsi-

bility and with the growth of the protective policy we entered

upon a path of such extravagance as the world had never

before seen.

During the years immediately following the Civil War
the public debt absorbed the surplus which naturally arose

from the high protective tariff. During the four years

immediately after the close of the war the internal taxation
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was lightened by about $140,000,000 annually The public
debt was reduced between 1866 and 1880 from $78-25
to $37-74 per capita. The whole expenditure for our

national government between 1873 and 1878 was only
about $300,000,000 per year.

During the fiscal years 1882 to 1885 the excess of receipts

by the United States treasury over expenditures amounted
to $446,000,000. In the four years of Mr. Cleveland's

administration, commencing in March, 1885, the surplus
was $422,000,000. At the end of his administration the

national treasury was overflowing with money.
" A

surplus," said one of the politicians of that day,
"

is easier

to handle than a deficit." So the politicians went to work in

the administration of Mr. Harrison to get rid of the surplus.

They passed the McKinley Bill imposing duties so high as to

be prohibitory of many imports, thereby impairing the

sources of revenue on the part of the government. They
added $50,000,000 to the ordinary expenditures of govern-

ment, and diverted $150,000,000 more to the purchase of

hig silver, at nearly double its value, to encourage the

silver industry. They then passed the Dependent Pensions

Bill which President Cleveland had vetoed, and the number
of pensioners rose from 350,000 to nearly 550,000, and

ten years later to 1,000,000, while the amount of the annual

payments grew from $65,000,000 to $360,000,000. In a

single term of Congress, of two years, these men who thought
that a surplus was more easily handled than a deficit, made

appropriations for the expenditure of a billion dollars of the

people's money. When President Cleveland was in-

augurated on March 4, 1893, the treasury of the United

States was practically bankrupt. For some months before

this the secretary of the treasury under President Harrison

had contemplated issuing government bonds to obtain money
for the. ordinary expenditures of government, and, when
March 4 came, a financial crisis was at hand the effect

of which lasted for three years.
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The Fifty-ninth Congress (the last one before our present

Congress) appropriated in the River and Harbour Bill alone

$83,816,138, a sum larger than the total cost of all govern-
ment in the United States in any single year prior to 1860.

The present Congress appropriated for the expenditures of

government in the year 1909 $1,008,000,000, twice the

amount of the cost of government in 1897. In 1897 the

total expenditures of the war and navy departments of the

United States were only $85,787,101 ;
in 1907 the total

amount was $222,614,309. The percentage of our entire

revenue for 1908 expended by the United States on account

of preparation for war and the support of our army of

52,000 men and our navy of 42,000 men was 36-5 per cent.
,

while in 1906 that of France, with an army of 550,000 men
and a navy of 56,285 men, was only 28 per cent, of the

total revenue. With an army of only 52,000 men and a navy
of 42,000 men, we are expending in the present year for

their support only $66,473,701-18 less than is England
with an army of 204,300 men and a navy of 129,000 men.

We are expending for our army and navy only $35,884,869-03
less than Germany, with an array of 600,000 men, and a

navy of 62,000 men. But when the moneys paid for pen-
sions during the last year are included, we are spending on

account of the preparation for war and on account of past

wars, $84,975,238-75 more than England, $136,067,838-95
more than Germany, and $152,857,936-46 more than

France.

A spendthrift policy on the part of the government

always favours the personal ends of the men who want

high Protection. Our people have become so familiar with

the extravagant expenditure of moneys by Congress that

they now look serenely upon this expenditure of over a billion

dollars yearly and seem not to appreciate whither it is

leading. Large and wasteful public expenditures in any

country lead straight to Socialism. When the Socialist

sees the government appropriating hundreds of millions
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of dollars for the building of war ships and the marshalling
of armies, he can well press his claims for the expenditure
of public moneys for socialistic measures.

Such extravagant expenditures of public money as I

have described would be absolutely impossible if the revenue

of government was raised by direct taxation. Our represen-

tatives in Congress would never dare to multiply offices,

approve thousands of unmeritorious private claims, enact

wasteful river and harbour bills, and squander the public

money, if the national expenses had to be defrayed by an

overt, irritating tax, dragging the money directly from the

citizen's pocket. Bismarck well understood the necessity
of indirect taxation for the exercise of arbitrary government.
On November 22, 1876, speaking in the Reichstag, he said :

' '

I declare myself as essentially favourable to the raising of

all possible revenue by indirect taxes, and I hold direct taxes

to be an onerous and awkward makeshift. Indirect taxes

whatever may be said against them theoretically, are, in fact,

less felt. It is difficult for the individual to calculate

how much he pays and how much falls upon his neighbour,
but he knows how much income tax he pays." Despotic

government is almost impossible where direct taxation pre-

vails. Every revolution in English and Americn Tiistoiy
has come out of determined opposition to an unjust direct

tax. Direct taxation is almost necessary to the existence

of free government . Vigilance op the part of the peopIeTn

watching the affairs of government is practically impossible
without such taxation. Take_Jjle_J:)eoPle)s money from

them without their knowing^it^jmd by and by you can

take tfieir liberties^

Humbug is necessary to maintain the tariff and fool the

people, and humbug is political immorality.
" In all tariff

legislation," says the National Republican Platform recently

adopted at Chicago,
"

the true principle of Protection is

b^st maintained by the imposition of such duties as will

equal the difference between the cost of production at home
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and abroad." Before the war the slave owners of the South

contended that slavery was for the protection of the slave.

So now the United States Steel Corporation, the sugar trust,

the meat trust, and the hundreds of other monopolies that

;nv plundering our labouring men through the increased cost

of living are so interested in them that for their protection

alone they sustain the beneficent tariff which protects labour,

and actually give millions to campaign committees that

voters may be bought, that a lobby may be maintained,
that Congressmen may be interested, that the right men
be made judges, that newspapers may be subsidised and

all this they do to keep the labouring people from falling

into pauperism ! Nor is their generosity exhausted by
these expenditures, for out of the hundreds of millions which

they have accumulated through Protection, in atonement

for their wrongs, they indiscriminately scatter millions in

charity for the support of the poor. In every market

in our country to-day the wives of working-men, gripping in

their hands the price of their husband's labour, are paying
to the great trusts for the necessaries of life at least sixty

per cent, more than they paid even ten years ago. Our

labouring man does not need charity, but he does need

justice.
"
Yes," said Tolstoi,

" we will do almost anything
for the poor man anything but get off his back."

If Congress should attempt directly to fix the prices

at which our domestic manufacturers could sell their pro-

ducts, the United States Supreme Court would declare the

act unconstitutional. Yet Congress indirectly, by means

of its taxing power and its right to regulate foreign com-

merce, has maintained statutes for fifty years permitting the

domestic manufacturer to enhance the price of the necessaries

of life to every man and woman in our land. This despotic

power exercised by government, more than anything else,

has tended by example to bring about arbitrary government.
We allow the trusts to finance our political campaigns,
and then permit their existence and abuses to become
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an excuse on the part of our President and his party for

the exercise of arbitrary government to suppress them.

The source of the trust could be easily destroyed by remov-

ing the tariff, but that would stop contributions to campaign
disbursements, so our politicians continue the tariff, and

then as a remedy prescribe penal statutes, interstate-

commerce commissions, administrative tribunals, and other

similar measures. Because such action is apparently
directed against the monopolies the people approve it, and

arbitrary government has gone forward in recent years by
leaps and bounds.

We are even told by our President that the power of

the Federal Government a power delegated by the people
and which can be changed legally only through a consti-

tutional amendment by the people may be increased

when deemed necessary
"
through executive action and

through judicial interpretation and construction
"

of the

constitution. Never before in human history, I believe, has

the head of a constitutional government, who had sworn to

protect, preserve and defend its written fundamental

provisions, openly advised their subversion through
' '

exe-

cutive action and through judicial interpretation."
A National Interstate Commerce Board, consisting of

seven members appointed by the President, has power to

regulate the passenger and freight rates to be charged
on 220,000 miles of railway. This board has been given
the dangerous power of permitting railways to create pools

when those pools are believed by them to be reasonable

and to discriminate in interstate commerce between the pro-

ducts of good and bad trusts. Under the guise of regulating

interstate commerce many matters heretofore controlled

under the police power of the States, such as lotteries and

the quality of food, drugs, or of teas, permitted to be imported
have been taken over by the National Government. In

short, our National Government formed with only a few

delegated powers, is going back to the ancient view of the
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functions of government, and through the interstate-com-

merce power is establishing a federal police power which

follows the footsteps of every citizen by licences and com-

missions into every avenue of life, practically supplanting the

police powers reserved by the constitution to the several

States.

Americans look with aversion on the Russian bureau-

cracy, but they fail to observe that in recent years they are

drifting toward just such absolute government at home.
We are a republic in the Occident ruled largely by commissions,
and they an empire in the orient ruled by military power.
From year to year we have been adopting precisely the same
methods of bureaucratic government that have long existed

in Russia and Prussia. Let me give you a few examples.
The President of the United States during the last seven

years has persistently sought to control the legislation

of the United States Senate, and to some extent that of the

House of Representatives. Many measures during that

period have been enacted under the spur of executive pres-

sure which otherwise would have stood no chance of passage.

People desiring legislation are in the habit of applying to

the President instead of the members of Congress, well

knowing his great power in influencing legislation. No

fight in Congress is thoroughly equipped unless the President

is in it. The American people have come to look upon the

President as the real power behind legislation and govern-
ment. In 1783, when Fox brought in his Bill for organising
the government of India, a great outcry against the Bill

arose. George III., seeing the people aroused against

the Fox ministry, asked Lord Temple to let the members
of the House of Lords know that any peer who voted in

favour of the Bill would be regarded as an enemy of the

King. Four days later the House of Commons, by a vote of

153 to 80, resolved that : "To report any opinion, or

pretended opinion, of His Majesty upon any Bill or other

proceeding pending in either House of Parliament, with a
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view to influencing the votes of the members is a high
crime and misdemeanour, derogatory to the honour of the

Crown, a breach of the fundamental principles of Parliament,
and subversive to the constitution of this country." The

strange thing about the whole matter is that our people see

no danger in such usurpation of power by the President,
and actually applaud him for his attempts to control the

action of the two Houses of Congress.
Leslie M. Shaw, the late Secretary of the Treasury of

the United States, in a speech in Chicago on May 22 of the

present year said : "A few months ago the largest capital-

ised corporation on the globe sent its representative to the

chief executive of the Unted States asking permission to

take over its principal competitor. It is concurrently re-

ported that permission was granted, and so far as I know the

American people approve." Mr. Shaw referred to a well-

known fact in our country. The Trust Company of America

in the financial panic of last autumn, while facing a run of its

depositors, applied to J. Pierpont Morgan, of the United

States Steel Corporation, for assistance. At that time this

Trust Company was the owner of a controlling interest

in the Tennessee Coal and Iron Company, about the only

large competitor in America of the United States Steel Cor-

poration. Mr. Morgan made it a condition of extending
aid to the Trust Company that it should sell its interest in

the Tennessee Coal and Iron Company to the United States

Steel Corporation. This combination was in direct violation

of the Sherman Anti-Trust Law. The United States Steel

Corporation therefore applied to the President, and he

gave his permission that the combination be made the

exercise of a power which no other chief executive in the

world outside of Russia would dare to assume. If the

exercise of arbitrary power on the part of the President

continues at its present rate he will soon dissolve Congress
and raise revenue without the authority of law, as was

attempted in Chili a few years ago.
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But usurpation of power is not confined to the President
;

it is apparent in all the branches of Government, and especi-

ally in the growth of the power of administrative tribunals.

In every State in the Union we have from twenty to fifty

commissions dividing up the power of the executive and exer-

cising it without responsibility and with little or no check.

The people of England are justly proud of the fact that

their legal rights to life, liberty, and property must ever be

determined in common law courts, and that administrative

tribunals have little power in their jurisprudence. But
in the United States both Federal and State Commissions

exercise considerable power over the property and liberty
of the citizen, and generally with no redress in the courts.

Let me give you one startling instance of the exercise of

such arbitrary power. A Chinaman by the name of Ju Toy,
in the year 1903, was a passenger on the steamship Dorick,

returning from China to San Francisco. The immigration
officers of San Francisco detained him as a person not al-

lowed to enter our country under our laws. Ju Toy declared

that he had been a citzen of the United States for many
years and that the Commission had no right to deport
him to China. Now observe the kind of hearing he had.

The rules of the Immigration Bureau require its officers

to prevent communication between a Chinese immigrant
and anyone except the immigration officers. They con-

duct a private examination to determine whether he has the

right to land, the head of the Commission designating the

only witnesses who may be present upon the examination.

After such a hearing without counsel Ju Toy was held by
the Commissioner of Immigration as not entitled to admis-

sion. He took an appeal from this decision to the Secretary
of the Treasury of the United States, and the decision was

affirmed. Then Ju Toy procured a writ of habeas corpus
from a Federal District Judge alleging that he was a citizen

of the United States, that he had gone to China on a visit,

and the other facts connected with his detention. The
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District Judge granted the writ of habeas corpus, and upon
the return thereof the Court refused to dismiss the writ,

but appointed a referee to take the testimony. Thereafter

the referee reported that Ju Toy was a citizen of the United

States, and this decision was confirmed by the Court.

Upon appeal to the Supreme Court of the United States

it was held by a majority of that Court that the decision of

the administrative tribunals, the Commissioner of Immi-

gration, and the Secretary of the Treasury was conclusive

upon Ju Toy, that a mistake in their decision could not be

remedied in the Courts, and that Ju Toy, although a citizen

of the United States, must be returned to China.

I need hardly tell you that the conditions which I

have been describing have produced an era of materialism

and commercialism in our country that is rapidly destroy-

ing our long cherished ideals. The fiduciary relation between

the trustees of our great corporate institutions and their

stockholders and policyholders has been greatly impaired.
The example of Congressmen who have worked to continue

protective tariffs for the benefit of manufacturers in viola-

tion of their trust to the people has been a shining example
for the trustees of financial institutions to betray their

cestuis quis trust. The Standard Oil Company attained its

control of the oil business by corrupting directors and trustees

of railway companies through gifts of its stock, thus procur-

ing such rebates as destroyed their competitors. In 1873
Mr. S. C. T. Dodd, afterwards for many years the attorney
of the Standard Oil Company, said of it in the Constitutional

Convention of Pennsylvania : "I am told that discrimina-

tions are now made to so great an extent as to be ruinous to

certain companies unless the railroad companies' officers are

given a bonus. ... It is said that whenever a new pipe

line is built it is necessary that somebody connected with

the particular railroad company shall be presented withjjstock

in the pipe line, otherwise it (the railroad company) will not

furnish cars without tedious and unnecessary delay."
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Contracts were made between the Standard Oil Company
and the Erie, the Pennsylvania, and the New York Central

Railroads that the freight rates for oil carried by other

companies should be doubled, that the increased rate col-

lected should be turned over to the Standard, that charges
in freight tariffs necessary to crush out its competitors should

1 )i made, and that even the railroads, through their servants,

should give information to the Standard of all the business

details of its rivals. Mr. Andrew Carnegie secured as

stockholders, for one or the other of his early companies,
the Keystone Bridge Company and the Edgar Thompson
Company, Limited ; the wife of the President of the Penn-

sylvania Railroad Company ; Mr. Thomas H. Scott, its vice-

president ; Mr. John Scott a director of the Allegheny Valley
Railroad Company, and President Garrett, of the Baltimore

and Ohio Railroad Company. In return the officers of these

companies permitted to Mr. Carnegie's companies rebates.

These rebates, together with the protective tariff, enabled

the Edgar Thompson Company, in 1880, to declare a profit

in that year of $1,625,000, which was more than its entire

capital.

Another instance of the disregard of the fiduciary rela-

tion is shown by the recent action of the Board of Directors

of the United States Steel Corporation. Ten millions of

dollars were appropriated for the payment of their last

dividend of 2 per cent, to the holders of the common stock,

and $4,000,000 were given to President Corey to be divided

between himself and his subordinates as bonuses. No

power in the board of directors appears to exist authorising
the payment of these bonuses, yet $500,000,000 of common
stock received $10,000,000 in dividends, while President

Corey and a few of his subordinates received $4,000,000.

The fierce commercial spirit which prevails is atrophying
the minds, the consciences, and the imaginations of our

people. The spirit of poetry, the beauties of mythology,
and the delights of art are all sent to the rear by this trium-
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phant force. The quest of the Argonauts under the benign
influence of our protective tariff would be nothing but a wool-

gathering, and Jason could not bring his golden fleece into

the country except by a payment of 50 per cent. duty.
No more striking instance of the force of materialism can

be seen than in the recent action of the Secretary ot War with

reference to Niagara Falls. The Burton Law, passed by the

Fifty-ninth Congress, empowered the Secretary to pass on

the question of permits to manufacturing plants for the use

of a portion of the water for electrical power. Every civic

association of importance in the State of New York, and

some national associations of like character vigorously

opposed the granting of the permits. It is said that the

little tailor, gazing in wonder upon Niagara, exclaimed :

" Ye gods ! What a place to sponge a coat." The great

Secretary of War, also, like the little tailor, looked upon

Niagara and said :

' ' Ye gods ! What a storehouse of elec-

trical energy !

"
;
and he granted the permit, and the waters

of sublime Niagara have been made to put their shoulders

to the wheel to show the world that they can labour as well

as roar.

The trust magnates own the mines and minerals
; they

own a considerable part of the remaining forest lands
; they

control the great railway systems ; they control the majority
of manufactories, and hold the franchises of the cities,

Through these acquisitions they have become the rulers of

our Republic without holding any office whatever. But

the people are slow to see the danger of such vast and irre-

sponsible power exercised by a few men, because they plot

in secret and mine and countermine our public life. Even-

tually, if they are not stopped, they will reduce the American

people to servitude. Our smaller manufacturers are be-

ginning to realise what this means. Their delegates are

present with you. They are coming to understand that

they receive little benefits from a protective tariff, and

that the great combinations which sell them their raw
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materials are the only recipients of its benefits. Sixty-two

per cent, of all importations into our country to-day is for

use in our manufactures, and more than one-third "of this

62 per cent, is subject to duty. A large proportion of our

manufacturers will, by and by, appreciate this truth, and

when they do appreciate it their financial interests will make
them a fighting force against Protection.

The difficulty in making a successful contest against the

abuses of Protection is found in the fact that we have no

real party of opposition. The Democratic party, as a

whole, has never in our day been deadly in earnest in its

fight against the tariff. Mr. Bryan, the candidate of the

Democratic party for the Presidency, while taking little

interest in the tariff is an advocate of the thorough enforce-

ment of the Sherman Anti-Trust Act against unlawful

combinations engaged in inter-State trade. The prosecution
of trusts under that statute has proved altogether ineffec-

tual. The protective tariff is the efficient cause of the trust,

and the wisdom of those who would suppress the trust

by the enforcement of a penal law, instead of removing the

cause, is much like the wisdom of the farmers in our country

forty years ago who put lightning rods upon their houses

and barns to draw thither the lightning with the hope of

safely conducting it to the earth.

But we have had a Democratic President who had the

courage to declare his conviction as to the cruel injustice

to consumers of our protective tariff. President Cleveland,
in December, 1887, devoted his entire message to Congress
to the single subject of tariff revision. His friends begged
him not to take the step. They gave him their opinion
that the result of the message would be the loss of a re-nomi-

nation and election in the following year. But Cleveland

courageously said :

'

It is more important to the country
that this message be delivered to Congress and the people
than that I should be elected President." He lost the

election in 1888, but he was re-elected in 1892, and upon
1 1
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his retirement became the first citizen of the United States,

and when he died recentty he left a name for intelligence,

courage, and sturdy honesty that will live for ever.

The right of commercial intercourse between nations

derives its force from the laws of nature. Gathered from

all parts of the world, let us hope for the approach of the da}'

when Government will cease to obstruct the action of these

natural laws, when armies and navies will be dispersed,
and peace will for ever reign among the children of men.

It probably will not come in our day ;
it may not come in a

century, but still let us hope and work that it may eventu-

ally come. Cato, soliloquising upon the immortality of the

soul, is said to have declared that if his belief in immortality
was an error it was an error that he loved. So we may well

say that if our hope is long deferred, if indeed it involves

some error, it is still an error which we love, and which we
trust will in time wrap the world in its seraphic form.

Mr. DAVID STARR JORDAN President of Stanford Univer-

sity, California, JJ.S.A., submitted the following

paper :

EVERY argument for and against the tariff has been stated

a thousand times. There is nothing new to be said. But

at the bottom of every argument remains the necessary

recognition of its primal iniquity. The fundamental idea

in American polity is that of a square deal to all men, each

standing on his own feet, with exclusive privileges or govern-
mental aid to no man, and to no class of men. Inequality
before the law, entail, primogeniture, Church control of

State, State control of Church, class consciousness and class

legislation were evils which our fathers could not tolerate.

They chose the hardships of Plymouth Rock, and later the

hazards of war, rather than to put up with any of them.

If there is one American idea or ideal to be segregated from

the rest it is this of equality before the law. And it is this
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theory and in the practice of the protective tariff.

The protective tariff is a device for enhancing the home

price of the articles it covers by a tax on commerce, by

forcing the body of citizens to pay tribute to producers at

home. These producers may be capitalists or directors

of industry, or they may be the labourers who contribute

effort only without responsibility for the way in which

effort may be applied. It matters not whether capitalists

or labourers, either or both, actually profit at your expense
or mine. The law intends that they should do so. It is a

breach of the principle of equality before the law that either

should thus profit. As a matter of fact, there is little gain

to the labourer because continued immigration brings him

new competitors, and because he is in his turn one of the

general public who suffer from the commerce-tax. As

wages are raised so is the cost of living. For the director

or employer of labour, the case is on the average not much

better, because the cost of his product is enhanced by the

tariff taxes on everything which enters into his process of

manufacture. In so far as a tarifHs successful it is virtu-

ally prohibitory. That the evils of prohibitory tariffs

are so little felt is due to the fact that our country is a

world in itself, with untaxed trade throughout a district

comprising nearly half the specialised production area of

the globe. Yet within this favoured area it is possible

sometimes to corner a product or to monopolise production.

To this end the tariff naturally lends itself, though it would

be unfair to declare it to be the parent of all trusts. It

is enough to recognise that its general purpose is the same
the development through legal means of industrial and

economic monopoly, of the enrichment of a class or of a

group of classes at the expense of the citizens at large.

This is theoretically contrary to American polity. If the

principles of our Republic in regard to exclusive privileges

are right, then the theory and the practice of the protective



500

tariff are wrong. That it works through the method of

indirect taxation disguises but does not justify its iniquity.
The tariff is defended on the ground of the value to a

growing nation of infant industries of diversified

economies. We may not deny that at times there has been

a financial gain to the community through taxing the

farmer to build up the manufacturer. It is not politically

right or just to do this, but if it were, the policy in practice

assumes the form of a vested right which becomes in time a

vested wrong. Around these vested rights other conditions

grow up, and a change of any sort works havoc with related

or associated interests. Justice becomes possible only by
the perpetration of varied forms of injustice. To touch

the tariff in any way sends a shock through the financial

world, throughout the body politic. Tariff revision is,

therefore, a kind of effort which can be based on no

principles. It is a blind rush among various choices of

evils. The only way out is to make taxation blind, like

other efforts at justice, to make its sole function that

of raising revenue.

In another way the theory of the infant industry has

proved fallacious. There are in America to-day no infant

industries. They have grown faster than the nation has.

Our huge industrial combinations overshadow the world.

Just as in their alliance they dominate us, so in some degree

they have the whip-hand over other nations. If anything

American can take care of itself, it is our infant industries.

Yet they demand the tariff as a necessity of existence as

insistently as ever they did. The lull in the self-assertion

just at present is due to the handwriting on the wall, not

to any lessening desire to be fed at the public expense.

The actual injury to American prosperity traceable to

the tariff may not be enormously great. It has doubtless

been exaggerated. It lends itself to exaggeration. It

makes us angry when we think of it, and wrath means

always a magnifying glass. Its greatest evil lies in the
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perversion of our theories of government, the introduction

of the idea of class enrichment through legislation.

Doubtless much of the prosperity of the United States

is due to the protective tariff the prosperity of some of us.

But in like degree the non-prosperity of some of us, some

of the very same persons for that matter, is due to the

same national meddling with individual rights. The

apparent prosperity of any community could be greatly

enhanced by taking property away from half the people
to put it into the hands of the others who know better how
to use it. Thus behind all discussion of sources and means of

prosperity the fact remains that democratic justice, that

fundamental equity between man and man, can never be

realised in America so long as any trace of the protective
tariff remains on our statute books. It is another illus-

tration of the truth that
"

they enslave their children's

children who make compromise with sin." This law

applies to economic lapses, to time-serving legislation,

as well as to moral sins.

M. A. DE VARICK (Holland) spoke eloquently in French

of the glory of Great Britain, of its Free Traders, of Richard

Cobden, and of the great principles which were associated

with Free Trade doctrines, and of all the benefits that will

result when Free Trade triumphs throughout the world.

He claimed for his own country, Holland, that she was the

centre of the great resistance of freedom against tyranny in

Europe ; and that her struggle for Free Trade was one of not

the least brilliant chapters in the history of European
freedom.

Mr. Louis R. EHRICII (U.S.A.) : It will hardly be

questioned that the world to-day is suffering from serious

and far-reaching business depression. In the United States

the bolt came as from a clear sky. Our seeming prosperity
had been so great that our railroad systems could not furnish

cars sufficient to transport the freight. Our factories had

difficulty in keeping pace with their orders, and, despite the
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incoming of millions of immigrants, the labour demand ex-

ceeded the supply. To-day over 300,000 freight cars are

lying idle on the tracks, some of our factories have closed,

many are running on part time, and, notwithstanding the

return to Europe of hundreds of thousands of labourers,

every city in our country is struggling to bring adequate
charitable relief to its unemployed labour.

Now, what is the cause of this sudden and most extra-

ordinary change ? Various explanations have been offered.

It has been said that our currency system was too inelastic

to adjust itself to great business demands. It has been

stated that the attacks on public corporations, the reckless

legislative interference with what is essentially private

property, the drastic fixing of railway rates, &c., have

undermined confidence and compelled contraction. It has

been argued that we were suffering from the incubus of an

over-strenuous President. Granting that all of these causes

may have had some contributory effect, we must perforce

recognise that the phenomenon to be explained is not a

national but an international one, and that, instead of a

local industrial disturbance, we are facing a world panic.

About a year and a half ago some keen observers of the

financial skies began to prophesy that an economic storm

was brewing. They pointed out the remarkable advance

in the prices of commodities, the unparalleled issues of

bonds and stocks, the steady rise in the rate of interest ;

and they maintained please mark this that the necessary
limitation of industry by the amount of the world's dis-

posable capital would inevitably lead to industrial contrac-

tion. Now, were we to accept this as the cause of our panic,

would it not argue a sad and perverse condition in the

economy of Nature ? It surely cannot be that the very

energy of the business and of the manufacturing world

necessitates industrial disaster ! Must not the cause be

sought in another direction ? Is there not possibly some

artificial obstruction to the natural conditions of trade ?

Seemingly there has been over-production. What, then,
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destroyed the natural relation between production and

consumption ? And how comes it that the unparalleled
burst of energy and of industry of the last ten years, instead

of supplying the race with lower-priced commodities, should,

^iraiigely enough, have led to a great price-advance, an
advance far exceeding in percentage any contemporaneous
increase in the rate of wages ?

Now, under normal conditions, in a period of inventive

and productive energies we should have reason to antici-

pate the following developments : reduction of commodity
prices, consequent broadening of the market and increased

demand, consequent increase in the demand for labour,

consequent rise of wages, which, coincident with falling

prices, would again intensify the demand for commodities

and tend to establish the natural equation between pro-
duction and consumption.

Evidently something has interfered and is interfering

with this natural economic circle. What is it ? Now, as

a hint towards the true solution of the problem, let me

point out that in this economic crisis_that country where

trade is freest England- has suffered the jeast ;
and those

fwo countries whose manufacturers are most completely
sheltered by high tantt wails the United States ami

Germa'ny^have suffered most The truth is and this

brings into view the cause of our present panic that

the world is doing business on a false foundation. With
few exceptions, the nations, by conferring on their manu-
facturers the privilege of exacting a bounty from their

fellow citizens, are contributing to artificial price advances ;

coincidently they are subtracting from the natural labour

demand by diminishing the buying power which is repre-

sented by the incoming of foreign goods.
This protective policy, therefore, develops two ten-

dencies the tendency to over-production caused by
excessive profits, and the tendency to under-consumption
caused by excessive prices and restricted labour demand.

These two tendencies grow in intensity, gradually pro-
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ducing a larger and larger disproportion between production
and consumption until some slight financial disturbance

precipitates the inevitable crash.

Protection is necessarily a breeder of panics and of

industrial discord. There is no condition of human society

in which its influences would not be dangerous ;
but in

our present complex economic development, with the closer

proximity into which the nations have been brought, and

with the increasing interplay of business relations, the

principle of Protection must be recognised as the greatest

foe to human civilisation.

What is the cure ? In various nations, especially in

those in which Protection has been most favoured, there is

a growing pressure for so-called Tariff Reform, that is,

for a reduction in tariff duties. They do not appear to realise

that you cannot reform an inherent wrong. Slavery could

not be reformed. You cannot reform theft, even if it be

sanctioned by the State. The thorn in the flesh will fester

arid fester until it be removed not a part of it, but all of

it. So this thorn in the economic body, Protection, will

continue to poison the industrial circulation until the

business men and the labouring men of the world, recog-

nising its anti-social influences, will resolutely demand that

it be cut out. No industrial peace can come from any
partial treatment. We must work, not for reform of the

tariff, but for the abolition of all tariffs. We must insist

that the field of industrial endeavour shall be cleared of all

barriers and hindrances, and we must maintain that the

commerce of the world cannot fall into economic harmony,
that the physical welfare of the race cannot approximate its

highest level, and that man cannot attain his full stature

of liberty and of freedom until all trade, national and

international, is made completely and for ever free.

The CHAIRMAN : We have the privilege of having among
us to-day a son of Mr. John Bright, one of the two great
and revered fathers of Free Trade in this country. I will

ask Mr. Philip Bright if he will be so good as to address us.



Mr. PHILIP BRIGHT felt it a great privilege to be allowed

to say a few words upon a subject with which his father

had been so intimately connected, and iii the foundation

of which he took no unimportant part.

They were told yesterday that the English people were

not sufficiently given to blowing their own trumpet with

regard to what Free Trade had done for them, and he

therefore wished to mention one or two facts which might

specially interest their foreign friends.

In the great industry of shipbuilding we, as a nation,

were paramount. On the river Clyde alone in the year

1907 we built 620,000 tons of shipping twice the output
of the whole of Germany, and equal to the output of the

whole of Europe, with Japan included.

He was amazed that we in this very small country, only
one-three-hundiedth part the size of the United States^
were able to hold the position which we did hold. He did

not put it down to any virtues of our nation ;
he put it

down more than anything else to Free Trade. We had no

protective tariff of any kind. We had an income tax, but

it exempted all persons earning under 160 a year, whereas

in Germany a workman earning 175. 3d. a week had to

pay in income tax to the State iod. And yet we had

been able, during the last three years, to repay 40,000,000
of debt ; and when our London County Council or our

Metropolitan Water Board wished to raise money for loans,

as they did only a few weeks ago, they were able to raise

that money on better terms than the great State of Germany.
He did not say this in any boasting spirit ;

he stated it

merely as one of the effects of Free Trade.

He hoped and believed that this country would adhere

to the policy which had proved so enormously successful

for the past sixty years.
The Hon. J. DENTON HANCOCK (U.S.A.) : Not having

made any sj)ocial preparations for what I have to say, and

my voice being somewhat weak, it is |>ossible 1 may not

be as dt*ar or heard as fully as I would desire. But it
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seems to me that we are all of one mind, and that probably
the most of us here have heard before the arguments and

thoughts which have been presented to this Congress. 1

have been in this work for nearly fifty years. I was opposed
to every attempt at Protection in my own country. I

have been an active fighter on the aggressive ever since we

again commenced the battle for Free Trade, and I am not,
like some of those who have presented arguments here, of

the belief that we have little to hope for in the matter of

International Free Trade. If there is a criticism which I

have to make, it is, not that we have not been fed with

knowledge in every speech that has been made here, but

that there has been one thing left out, and that is the method
of getting knowledge, information, before the masses of

the people.

We may make speeches, we may shed light in every

direction, we may publish what has been said through the

Cobden Club
;

but who receives it ? How far does it

penetrate amongst the masses of the people ?

One of the principles of Evolution is this, that we

proceed from the heterogeneous to the definite. Great

principles, after having been propounded, must be applied
in the concrete, not in the abstract. Who has told us here

what we mean by Free Trade ? We are all in favour of

Free Trade, but what do we mean by it ? There are

certain limitations. Those limitations our people ought to

be taught to know. When you talk to my people in the

United States upon the subject of Free Trade, they believe

you are talking about absolute Free Trade, which is simply
an impossible thing. We mean by Free Trade that our

trade shall be free from all restrictions and burdens, except

*such^ajrare nec~essary^for_revenue. We mean that no taxes

shall be laid on the community for the benefit of any one

industry. Not till we have made this clear to the masses

of the people shall we have made a beginning of our work.

Then comes another subject which should be considered :

What are the difficulties which lie in the way of Free Trade ?
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You in England are not called upon lo face this question.
You have had your trade free for sixty years, and every

industry that you have has been built up on that basis.

If you attempt to interfere, as the Protectionists say you
should, in favour of one trade or in favour of a number
of trades, you will be interfering with the vested interests

of every other trade
;
and I have no doubt that when that

proposal comes again to be considered by your electorate

you will find, as you found in 1906, an overwhelming

opinion against it.

These vested interests are what we in the United States

have to fight. In my State of Pennsylvania there are

thousands of millions invested in the iron industry. In

New England there are many thousand millions invested

in the cotton and other industries akin to it. In every
State in the Union you have these vested interests. Nearly
all the industries of our country, except possibly the

agricultural, are based on a protected foundation which

means vested interests ;
and it is these vested interests

that we have to fight. The vested interests are, or ought to

be, on the side of Free Trade in England. In the United

States they are on the side of Protection.

There is another difficulty which we have had to meet.

I drew up the resolutions of the first Free Trade Congress
in the United States in 1885. We were particular there

to define our position, and we based our first attack on

two things. We asked first for free wool, and second for

free ships. We hnd to take into consideration human
nature as we found it. My own way, which I do not think

would have been the best way, because of this peculiarity

of human nature, would have been to cut off the tail of the

dog behind the ears. We did not do it. We took the thing

by stages ;
and it is only by stages that we can take it.

There is also another difficulty which we have to contend

against, and with which every one of the peoples that are

represented here, except Great Britain, probably have to

contend
;

this is the nature of our laws, of the Constitution
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upon which our Government is based. You in Great

Britain can raise your revenue upon four or five articles,

but in our country we dare not. Under our Constitution

we cannot levy a direct tax
;

the result is that we must

raise our revenues on a larger number of articles. We
attempted to create an income tax. The United States

Supreme Court declared it to be unconstitutional. That is

a difficulty we have got to consider.

Now then, after having considered the difficulties, how
are you going to proceed with your remedy ? It is easy
to prove the value of Free Trade, but how are you going to

secure it where Protection now prevails ? I believe that

England would have been justified in a retaliatory Tariff

against the United States ; but what would have been the

effect upon England ? It would have disarranged your
whole fiscal system ;

and I say now that, in my belief, if

the Tariff Reformers in England had been successful in

1906 they never would have been able to carry out their

line of policy.

Then what must we do ? And here I hope that this

International Conference will take some practical step,

before it separates, towards determining how the principles

of Free Trade are to be applied to the varying conditions

of the different countries where Protection now prevails.

Germany has one constitution, Italy has another, the

United States has another. We must so adapt our Free

Trade principles that they may be applied in every State
;

and I venture to say that if we do this the time will come,
and not a very long time hence, when the whole commercial

world will be upon a Free Trade basis.

I am not an optimist, neither am I a pessimist, but I

have never known a principle that was true in fact, when
it was applied correctly, that did not become successful.

Possibly it may not have been in a short time. Your

great reform here was not done in a day. The great work
of Adam Smith on the Wealth of Nations was printed in

1776, nearly thirty-five years before it came to fruition.



509

Richard Cobden was year after year fighting for Free

Trade in this country before he obtained it ; and he would
not have obtained it then, possibly, if it had not been for

a wonderful succession of concurrent circumstances that

helped him on.

Mr. D. M. MASON spoke of the effect of the world's

production of gold on the prices of commodities. Ho main-

tained that one of the chief causes of the recent rise in

prices was the enormous increase that had taken place
between 1896 and 1906 in the world's production of gold,
an increase amounting to as much as 100 per cent.

Professor M. BILLIA (Italy) here read a somewhat

lengthy paper in French of which the Editor of this

volume has tried to obtain a copy, but without success.

The Congress then adjourned till 2.30 p.m.
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THURSDAY, AUGUST 6.

SUBJECT: THE REVENUE ASPECTS OF

PROTECTIVE DUTIES.

Mr. MURRAY MACDONALD, M.P. : I have received a letter

from Mons. Raffalovich, which he has asked me to read to

the Congress. It refers to a point that was raised }/esterday

by Professor Brentano, which he thinks of so much import-
ance that he wishes to emphasise it. He says :

"
I think we ought to pay great attention to the fact Pro-

fessor Brentano has brought forward. Our German colleague

has shown how a kind of war broke out between the big iron

combines on the one side and the producers of finished goods
on the other. He has shown us how Protection brings about

the strangest, the most incredible results
;
how Protection can

produce a famine of the raw material for a portion of the manu-
facturers

;
how within a country which exports largely there is

a difficulty to get the necessary supply for the home market.
"
Professor Brentano, in laying before us the actual facts

he observed in Germany, has rendered us a great service. He
has made us feel how immensely difficult it is to appreciate
beforehand the action and reaction of customs duties, the

incidence of indirect taxation both on the domestic and the foreign

markets.
"
Those who had to work out the duties on iron, with the

complicated scale of premiums on iron and steel, did not tell

us that there would come a time when the foreign competitor
would obtain the German iron and steel cheaper than a portion
of the German manufacturers themselves.

510
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"
In a country without a tariff on foreign imports, the

responsibility of those who would take upon themselves the task

of drawing a list of the fines their countrymen would have to pay
in the future, that responsibility would be exceedingly heavy.
Professor Brentano has shown us how dangerous it is to interfere

with the natural course of trade."

Professor BASTADLE (Dublin University) then gave a

summary of the following paper :-*

ONE of the most prominent features of the reactionary
movement in favour of Protection in England has been the

endeavour to claim support on the plea that in no other

way can the increasing needs of the State be supplied.
'*
How," it is triumphantly asked,

"
is the new expen-

diture imperatively demanded for social purposes to be

met within the limits of Free Trade finance ?
' *'

How,
without broadening the basis of taxation, can receipts be

kept up to the ever higher level of national outlay ?
"

the

broader basis being explained as consisting in a consider-

able extension of the area of customs taxation. When
joined with the suggestion that these new and productive

imposts are to fall wholly or in good part on **
the

foreigner," there is an appeal to two of the strongest feelings

of the ordinary voter the desire for financial relief and

national prejudice. Some zealous supporters of Free Trade

have given countenance to this conception by urging, as an

argument against social reforms, that their cost will neces-

sitate the adoption of a protective tariff.

In this state of things it becomes the duty oi all consistent

Free Traders to insist emphatically on the cardinal truth

that the policy of Protection is, by its very nature opposed
to effective taxation for revenue purposes, and that, so far

from Free Trade finance being limited in its scope, it is

only by adherence to the essential principles of Free Trade

that a revenue system can attain its maximum productive-
ness. In support of this position the threefold line of
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argument from authority, principle,jmd experience may be

employed.
The body of doctrines which has been gradually deve-

loped into the system of political economy had, as one of its

principal aims, the scientific interpretation of the conditions

of public revenue and expenditure. The conclusions

obtained have been often denounced, but never refuted,

and amongst these is the comparative failure of Protection

as a revenue agency. Adam Smith's destructive review of

the fundamental theory of Protection closes with the state-

ment that
" Taxes imposed with a view to prevent or even

diminish importation are evidently as destructive of the

revenue of the customs as of the freedom of trade." To

J. S. Mill,
" customs duties which operate as an encourage-

ment to the home production of the taxed article are an

eminently wasteful mode of raising a revenue." According
to Roscher, the protective is to be separated from the fiscal

revenue duty. . . . How little these two aims are compatible

appears from the fact that the State most fully attains its end

with a protective duty, when it almost entirely prevents im-

portation, and also brings in hardly any revenue." "
Let

us repeat once again," says Graziani,
"

that if duties are

protective, they cannot at the same time be revenue, and

vice versa.
1" M. Gide pronounces

"
protective duties to be

extraordinarily harassing and costly." Indeed, in the long

line of economists and writers on finance it would be difficult

to find any authority for the attempt to advocate Protection

as in itself a fruitful fiscal expedient.

English statesmen and administrators have for nearly a

century recognised the loss that the introduction of the pro-

tective element into taxation inflicts, but they have not been

more explicit than the present French Minister of Finance,

who declares that
' '

the State, by the establishment of

protective duties, agrees to a surrender of taxation in favour

of certain private persons whom it clothes with power to

levy tribute on the mass of the population." The great
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practical masters of finance are on this point, at least, com-

pletely at one with theoretical students. All recognise

the divergence of aim in a protective as against a revenue

policy.

A brief analysis of the different kinds of commodities and

the customs duties imposed on them will suffice to show the

untenability of the claim that Protection (even under the

euphemistic name of Tariff Reform) is a valuable fiscal agency.
First in order of productiveness comes the pure revenue

duty, imposed indifferently on the whole supply of a selected

commodity. Here the problem is altogether financial.

What charge can the commodity bear without undue restric-

tion of consumption ? What contribution ought the users of

the commodity to pay under the actual situation ? British

taxation of tea and spirits gives excellent illustrations of

this class. Directly opposed is the completely protective

duty, i.e., one which is in practice prohibitive. In this case

the financial element disappears. The home market is

secured from invasion (the smuggler's operations being left

out of account). All the employment that th production
of the commodity gives is reserved for native labour. But

the State treasury receives nothing, and, were all duties of

this type, customs as a head of revenue would not figure

in the national accounts. In the palmier days of Protection,

examples could easily be found ; for prohibition made part
of the fiscal code

; e.g., until the Anglo-French Treaty of

1860, woollen yarns and cloth were among the thirty pro-

hibited articles of the French tariff. But in the actual

course of financial history the sharply-cut lines of separa-
tion that theory suggests are for the most part blurred and

difficult to perceive. The revenue duty is often accom-

panied by a protective element, while imposts that are

framed primarily in the alleged interest of native industry
come at times to yield amounts, more or less considerable,
to the exchequer. The very complicated tariffs of modern
states have their revenue and restrictive ingredients closely

K K



514

joined, though it is generally possible, after a little con-

sideration, to effect a satisfactory separation. Out of the

long list of dutiable articles, examination discovers in every
case a few items or classes that contribute the revenue

popularly ascribed to customs duties as a whole. Again,
there is little difficulty in bringing together head after head

of dutiable articles that are practical!}' barren of yield. It

follows that the belief so sedulously inculcated by the

assailants of Free Trade that new and abundant resources

are obtainable by a return to Protection, is a result of a

comparison between essentially different things. The few

duties that are, in the main, revenue-yielding, are taken in

conjunction with the far greater number of import taxes

which the protectionist demands as necessary to preserve
home industry, and the result, due solely to the former, is

boldly ascribed to the system of which the latter are the

true aim and intent.

Another kind of distinction may be employed. For

every country there are commodities which, through

physical or social conditions, are not capable of being pro-
duced for commercial purposes. Customs duties, if levied

on such articles, are necessarily of a revenue, or at least of

a non-protective, character. Tea, wine and oranges may
be given as examples for Great Britain. At the other extreme

are products in the raising of which a country has an over-

whelming superiority. Here an import duty fails for

want of material on which to operate. Coal in Great

Britain and cotton in the United States are equally evident

instances. Closely allied to the first-mentioned class are

those wares that are produced at home only in small quan-
tities and under special conditions. In such cases an

import duty must be mainly revenue, though it would

also have a slight protective effect (unless an equivalent
excise is levied). In regard to the latter class, a similar

condition is also found. There are in most great states

important industries which not only command the national
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m.irket, but produce largely for export. Nevertheless,

there are special imports of these products due to particular

circumstances and likely to occur more and more with

growing specialisation. For this class an import duty would

only act intermittently, and its fiscal result would be

trivial. The position of the English cotton industry
conforms almost precisely to the assumed case. The duties

suggested on certain calico goods were avowedly protec-

tionist, and designed to appease an important hostile

interest. Very similar in operation and intent are the

duties on agricultural imports in the United States.

Within the limits of these extreme but considerable

classes lies the great middle . field of industries in which

neither the home nor the foreign supply can be regarded as

insignificant. Each is needed to meet the established

demand, and their relative positions are frequently varying.

Under such conditions the operation of an import tax is

bound to have results, both revenue and protective, and

it is in this connection that the proposal to use Protection for

revenue gains most of its plausibility. It is therefore the

case which needs most consideration and on which, for-

tunately, experience throws most light.

In dealing with this particular point, it is best to sepa-
rate agricultural, or more generally extractive industries

from manufactures, bearing, of course, in mind the fact

that no such division can be absolute.

With regard to the former, it is evident (without entering
into technical economics) that production involves different

costs to different producers, according to the richness of the

agents that they have at their disposal, and, therefore, that

the pressure of foreign competition leads to the contraction,

but not the extinction, of home production. It equally
follows that a simple import duty will act at once for pro-

tection and also for revenue, its inllueiu e in either direction

being dej)endent on (i) the actual position of the weakest

home producers, and (2) the amount of the duty. A very
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effective system of home production or an extremely high
rate of tax would tend to keep, imports at a low level and

reduce the revenue element, as the contrary conditions

would lead to rapid expansion of imports, with consequent

growth of receipts. In either case, the opposition between

the protective and the revenue aspect of the duty is clear,

and is exemplified in the case of the corn duties as they
have developed in Germany since 1885. The fiscal yield

1 on the import is affected by the conditions of the home

supply, which gives no payment to the State, though
its price is as high to the consumer. The point of maxi-

mum return for revenue is kept down by the efforts of

native producers, who extend their operations with rising

duties. The gain that accrues immediately to them
and ultimately to the owners of land, at the expense of

consumers, does not profit the Treasury, whose interest lies

in the encouragement of imports or, in other words, is

anti-protective so far as the exemption from taxation of

home production is concerned. Taxation of this great

group of products is further influenced in a direction hostile

to its employment for revenue purposes by the fact that

extractive products are either food or raw materials, which

are generally regarded as unfit objects of heavy taxation,

and, moreover, fluctuate widely in value from time to time,

making taxation of imports very troublesome to adjust.

Nothing but a very powerful agrarian interest can perman-

ently maintain import duties on food, and this, where it

exists, will press the protective in preference to the revenue

side of the duties. Taxation of raw materials is obviously

opposed to the interest of manufacturers, and is certain to

be kept within bounds too narrow to allow of any sub-

stantial receipts by the State. It may be added that the

uncertainty of yield which, as we shall see, is a characteristic

of all taxation influenced by protection, is specially promi-
nent in the cases under consideration. A fourfold variation

in a couple of years is not unexampled.
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In the case of what ran be broadly describrd as manu-

factures, the conditions on which taxation operates are

markedly different. Production tends to become more

highly organised, and with a higher output the expenses of

working are relatively lower. This appearance of a con-

dition of increasing returns leads to further extension, and

its existence has been often regarded as a reason for the

employment of Protection in order to secure a larger area

for the operation of this influence. Regarded from this

point of view, import duties on manufactures would probably
take the following line of development. Beginning as

mainly revenue yielding, they would, with the expansion of

native industry, more and more lose this character, until,

in the case of protection being, according to the popular cri-

terion, successful, they would become altogether unnecessary.
The ideal of protectionist theory is, however, never realised

in this world of fact. So far from the gradual elimination

of revenue, there remains a large revenue element in the

taxation of certain manufactures ; but the reason for its

continuance is the failure of protection to create effective

home competition. The foreign article is still in demand,
and pays the tax, which appears in an enhanced price, as

measured against that of the foreign market. The actual

conditions present further complications, for in many cases

there takes place a differentiation in the several species of a

manufacture. Some become so established as to command
the market secured for them by Protection ; others fail to

progress, and leave a sphere in which revenue can be ob-

tained from the necessary imports. Even more difficult to

trace are the duties which affect articles that undergo
further elaboration. The need of certain ingredients of

foreign origin compels the payment of the duties imposed
on them, and amounts to a tax on production heavier than

if directly charged on the completed article. The variations

of demand and the fluctuations of industrial conditions have

also to be considered. Very detailed schedules of duties
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alter their effect with each change of circumstances, and a

duty which gives no return in a particular year may become

comparatively fruitful in the next, only to resume its

earlier barren condition in a third. On the whole, it may
be said that analysis indicates a decided tendency in the

case of duties on manufactures to a decline in revenue

productiveness, and this conclusion is confirmed by experi-

ence. The protective element gradually extrudes the

revenue one. The chief exceptions are found in the case

of (r) articles that are not highly manufactured, and (2)

certain objects of luxurious expenditure, and both are

explicable by the limitations of native producing power.
As in the case of agriculture, so in that of manufactures is

the instability of the revenue obtained under protective
taxation remarkable. All the causes which may disturb a

pure revenue tariff are in operation, and in addition there

are the changes in the position of the national industry and

in its power to compete, as well as the alterations in the

protective system itself. The only guarantee for the

maintenance of a stable customs revenue is the. possession of

some large duties of a purely revenue character.

A somewhat different case is that presented by a system of

duties imposed on all or nearly all imports, these duties

being individually small in amount. Here again there is a

mixture of revenue and protective taxation, though the

latter is to be administered in minimal doses. This

method appears designed to facilitate the introduction of

Protection, for (as with the opium habit) the small doses

would soon increase in amount. But it seems evident that

many of the duties would be absolutely unproductive,
often not covering the cost of administration a circum-

stance due not merely to their slight protective effect, but

even more to the wideness of the area that must be covered

and the smallness of the several duties. No system of

this kind could ^possibly prove valuable for revenue pur-

poses, while it would be obnoxious to the attacks of both
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Free Traders and Protectionists, and consequently have

little chance of permanence. Either the revenue element

would be strengthened by the increase of the charges on

certain selected commodities, the remainder being abandoned

as unprofitable, or there would be a general increase of

rates in order to give substantial preference to home
industries.

The only case remaining for discussion is one of

theoretical rather than practical importance. It has been

maintained that there may be an industry in which an

import duty might be effectively protective, and yet revenue-

yielding e.g., if only half the supply is imported, the

other half being of home production, and if, further, the

rise of price owing to the duty is only half the amount of

the duty. This ingenious hypothetical case involves

assumptions that are not presented by manufacturing

industry, for the price of the imported product, unless

controlled by a monopoly, rises by the amount of duty

imposed, and the protective side of the tax causes the loss

of revenue on the amount produced at home. There is,

moreover, the impossibility of the assumed balance between

import and home output being maintained for more than

a brief period. Indeed, the propounder of the imagined
case suggests that the whole set of conditions is temporary,
so that from the fiscal point of view the result is less satis-

factory and less enduring than if the duty were regulated with

regard to revenue alone. As in so many of the speculative

points raised in economic discussion, it seems here that

the paradoxical conclusion is reached by ignoring some of

the assumptions that the hypothesis necessarily involves.

Analysis and the consideration of hypothetical cases may
be of service in clearing the way for discussion, and in bringing

out the essential elements that tend to be obscured in the

complications of practice. But they are only auxiliary ;

the results of experience arc the best aid that the upholders
of a sound commercial policy possess. On every side of the
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Free Trade controversy the upholders of liberty may
justly maintain that the evidence is preponderatingly
in their favour, but with special confidence they

may appeal to the strictly financial evidence. To
take Great Britain first. The great periods of

English finance have been those in which reform

in the direction of removing restrictions has been pro-

nounced. Walpole's long administration and the peace
administration of the younger Pitt mark the eighteenth cen-

tury. The most decisive example is the development

during the nineteenth century, by which the rigidly protec-

tive system of the days after the French wars became

the Free Trade one of Gladstone's chancellorship in
* '

the

sixties." Regarded, and rightly from one point of view, as

a policy of trade emancipation, it was equally the establish-

ment of a thoroughly efficient revenue policy. The removal of

duties that contributed little to the State, largely by reason

of their aim having once been protective, enabled the really

productive "objects" to be clearly recognised and duly
used. It is a striking fact that in the long period from

1815 to the close of the century the customs revenue only
varied between 19,000,000 and 24,000,000. Remissions of

productive taxes have been frequently made ;
the complete

clearing away of the protective factor has made adjustment

easy under all emergencies. In considering the position

of the English customs it may be noted that a duty may fail

to be profitable either (i) because the article taxed is not

one in large use, or (2) because the tax diverts consumption
into another channel. The revenue obtained from crystal

beads is commemorated in the Report of the Import Duties'

Committee of 1840, but its amount, is. yd., would not be

much increased under any conditions. The still smaller

yield of starch is. 3d. has to be explained by the protec-

tive duty of 9 los. per cwt. which was then in force. Both

these influences are likely to affect the tariff when the criterion

of taxing for revenue only is not consistently adopted.
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Quite as important as the sufficiency under actual con-

ditions of the English revenue tariff is its capacity for ex-

pansion. War tries a financial system more severely than /

any other emergency, and the reformed British finances

have met the pressure of the Crimean and South African

wars with an ease that no protectionist financial system
has ever rivalled. Other influences have, no doubt, co-

operated, notably the use of the income tax, though it

may be said that the revived income tax was a valuable

auxiliary in the work of weeding out the worst parts of the

British tax system. Nor is there any valid reason for fear-

ing that the demands of the future cannot be met without

abandoning the guiding principle of the great English
financiers. Customs duties will contribute their share to

the total of indirect taxation, and this may be kept with-

out any infringement of the canons of sound finance, at

a level growing with the expansion of industry and trade.

But it may be freely granted that Customs taxation alone

will not supply whatever funds the prodigality of Govern-

ments may require. There are limits to the expansibility of

revenue as a whole, and of each of its constituents. No
further power of gaining funds exists than that supplied

by the production of society. It is precisely because it

impairs this productive power that protective taxation

adds another item of waste to that incurred by the prefer-

ence which it gives to home producers.

On turning to other countries, the evidence, though
of a somewhat different kind, is quite as strong in support
of the advantages of revenue over protective duties. French

administrators and financiers stand in the first rank, and

their judgment is altogether in favour of the soundness

of the principle of taxation for revenue only. Even a cur-

sory review of the customs revenue (douanes) shows the pro-

minence of a few revenue duties, and the trivial yield of a

great many of the remainder. The extraordinary fluctuations

of the return from the fundamentally protective corn duty
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is equally noticeable. The pressure on industry by the

taxes on such raw materials as coal and timber, compared
with the amount of revenue obtained, is a further point.

Conceding fully the skill with which the system is formed
to secure (l its double aim, Protection to national industry
and agriculture : to procure resources for the Treasury

''

(Les Impots en France, vol. ii. page 258), dt is abundantly

plain that the former tends to interfere with and counteract

the latter. Protection may be regarded as an eminent

good, and well worth paying for, but it undoubtedly has a

price which must be paid.

Nor is the case otherwise in respect to the German tariff.

It is a nice matter for discussion whether assuming the

wisdom of a protective policy Germany or France has been

the more adroit in applying it, but that the financial char-

acter of the German customs (Zolle) is affected by the

influence of the non-financial taxes (Schutzzotte) may be

realised by tracing the same features as those that appear in

the French and the pre-Free Trade British systems. As
in the other cases, the truly serviceable financial duties are

few in number. The protective duties on manufactures

(Industrie Zolle) are not important in their returns The

most notable class of duties is presented by the taxes on

agricultural products (Agrarische Zolle) which even before

the recqnt tariff increases brought, in more than one-third

of the customs revenue. Foremost in this class stand the

corn duties (Getrcide Zolle), which form beyond question
a substantial financial impost, but operate as a serious

burden upon the mass of the population. The objections

to a purely revenue duty on corn are so weighty as to be

overborne only by extreme need
;

but the financial sacri-

fice entailed by the exemption of home-grown corn is a

consideration that bears heavily against such a form of

Protection. The present situation in Germany appears to

resemble that which would have ensued in England if

the Whig proposal for a fixed 8s. per quarter duty on corn
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had boon adopted in icS.ji. The fact that the total yield

of the German Customs hardly equals that of the British is

somewhat significant as to the comparative worth of a

revenue and a protective policy.

In the United States the Customs have long been the

chief form of revenue, and for nearly fifty years the protec-

tive influence has been quite as prominent as the revenue one.

Yet on examination it appears that certain kinds of duty have

acquired a specially financial character
; these are (i) the

duty on sugar, and (2) the duties on the better classes of

manufactures (especially textiles). The former is (in spite of

the protection given to American sugar) of somewhat

the same character as the English duty : the latter are
*'

luxury taxes," which fall on the wealthier classes. How
far the removal of the more extreme duties would stimulate

consumption is not easily estimated, owing to the complicated
character of many of the schedules. That the existing tariff

is felt as oppressive by large classes is becoming evident,

while it is specially defective as a revenue instrument in

consequence of its great variations. For a series of years, as

in 1887-1893, there were surpluses, followed as in 1893-

1899 by years of deficits. Within the last fifteen years the

customs revenue has varied between 26,000,000 and

65,000,000. A large part of this instability is attributable

to the protective influences that have framed American

tariffs, and it must be remembered that the best American

opinion regards large surpluses as being quite as injurious to

sound finance as deficits, owing to the tendency towards

wasteful expenditure that such a surplus induces.

Compared, then, as instruments for raising revenue,

it appears that the British tariff system can justly claim

to be at the lowest as productive, as capable of expansion,

as economical, and as equitable as any of the so-called scien-

tific tariffs of Protectionist countries. It is by more than

mere coincidence that at the present time/while Great Britain

has a surplus revenue, all applid to debt repayment, the
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other countries have to face deficits, which in Germany and

the United States are of large amounts.

The policy of low duties imposed on all or nearly all

imports has been alleged to receive support from the practice

of Holland and of India. In each case the slightest exa-

mination shows that the Customs are a very subordinate

resource, and, under the particular form of low percentage

duties, not capable of extension. Such a system accom-

panied, as it is in both countries, by other productive
forms of taxation is much less objectionable than a

developed protective system ;
but its financial use is not

sufficient to give it the slightest claim in competition with

the existing British treatment of imports.

Analysis and experience join in supporting the view

that so far from adherence to Free Trade being likely to

cripple the power of raising an adequate revenue, it is

rather the mode in which that power will be most completely

developed ;
and that any revenue obtained in connection

with protective taxation imposes greater sacrifices on the

contributors than would be necessary under a simpler

and fairer fiscal policy.

The CHAIRMAN : It was proposed that the discussion on

the Present Utility of Commercial Treaties should be taken

to-morrow morning, and papers were to be submitted by
Professor Arndt, of Germany, and M. Yves Gnyot ;

but

M. Yves Guyot, unfortunately, cannot be with us to-morrow.

In order, therefore, that we may not lose the advantage
of hearing him, we propose to close the discussion on

Professor Bastable's paper in time to allow M. Guyot to

lay his paper before us this afternoon.

Professor LOTZ (Germany) : I quite agree, from our

German experience, with the lucid investigations of our

colleague, Professor Bastable, who has just spoken on this

question. He has dealt with a subject which interests us

very^much. A few years ago we increased our Customs

duties
;

and what has been the result on our revenue ?
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It has been to show that the increase was not justified

from a revenue point of view. What we, opponents of the

neu tariff, had prophesied and feared about the revenue

that would be derived from it has come, and worse than we

prophesied has come. We are not, indeed, in such a bad
condition financially that we cannot escape from it. Not
at all. We have deficits, but if we had not our high

protective system, and if all that we paid went into the

Exchequer, then we would have an enormous surplus
without any difficulty at all. Our position, therefore, is

not so bad as it looks.

But what are our difficulties ? As far as I can observe,
tin y are threefold. In the first place, expenditure has

risen
;

and it has risen because our Protectionists are

obliged not to confine themselves to the protection of

manufactured articles ; they are forced to extend pro-
tection to agricultural products as well, because a

majority can be secured in our Parliament only by an

alliance of some of our industries with the owners of our

wheat-growing districts. Now the effect of our protective

system has been to increase both public and private expendi-
ture. Prices have increased enormously, as it was, indeed,

intended that they should do. But our Government is the

greatest consumer. Our Government wants iron for

ships, and wants many other things besides ; it wants

food for the Army and the Navy ; and everything it wants

is increased in price in proportion to the higher taxes on

commodities that it has itself imposed. But this is not all.

Our Government officials, military, naval, and civil, all

the workmen employed by the State, and all those employed

by municipalities, were not paid in so splendid a manner

that they could afford to pay a much higher price for

everything they had to buy. What has been the conse-

quence ? We have had to raise the salaries of a good many
of our bureaucracy, and the wages of our workmen in the

public service. We had to do this ; but in doing it we were

not providing an illustration of the principle of
**

Higher



wages, cheaper work," because it was not real wages that

were increased, but only nominal wages. This is my first

point.

The second point is that we are not heavily taxed in

Germany if we measure our burden by the amount of

revenue that goes to the Treasury. But that is not a real

measure of our burden. We have to bear a very high
taxation in favour of people within the Empire. The

greatest part of all that is paid by the consumer goes, not,

as in a Free Trade country, to the Treasury, but to the

favoured interests, to private interests. Take, for example,
our iron duty. We have a Kartell system favoured by our

Tariff policy, and also by our Railway policy. This system

prevents that internal competition which would tend to

lower prices. As a rule, all iroj^_is_sold in Germany at the

world price plusTthe _duty! We pay the^gnhanced price,

but the plus does not goJxTthe Exchequer at all. For eyery~
penny goes^to the Tre^sur\\and

eleyenpence~goestoj:he^ayoured i n.te,rtgst . We can say,

as wassaid of your system under Lord Melbourne's Govern-

ment, that we feel the consequences of Protective taxes

in our purse, while the Treasury gains nothing by them.

The third point is one which is still under our observa-

tion, and upon which we cannot as yet express a final

judgment. It is clear that people who are obliged to pay
out of a small earning an increased price for food and

many necessaries of life, whether the increase be due to

artificial or natural causes, cannot spend so much upon
other articles of an exciseable character. We have, there-

fore, to observe whether it will be possible to get a pro-

portionate increase of revenue by higher taxation of such

articles as spirits and tobacco and sugar. I do not believe

it will be, unless, indeed, the higher taxation were accom-

panied by a general decline in the world's market. Then
it might be. But without this, I believe that it is to direct

taxation that we must look for a greater revenue
;
and it

is difficult, for political reasons very difficult, to introduce



an clastic system of direct taxation into our Empire. We
have no Income Tax in the Empire ; we have it in the

several States of the Federation, but there is little hope
that we shall be able to introduce it into the Empire. ^^

Now, if we are to rely upon Customs and Excise for our

! Y. nue, and if all the necessaries of life are highly taxed,
then I think the increase of revenue will be very uncertain.

Nor are we in Germany quite without experience on this

point. When Chancellor Caprivi lowered our corn duty
from 5 marks to 3*50, he had to meet a strong opposition

mainly on the ground that the lower tax would result in a

deficit.
" The Revenue," it was said,

*'
will suffer because

the corn duty is lowered.'* But that was not what

happened. On the contrary, Count Posadowsky, who was

at that time Secretary of Imperial Finance, was able to

show, in 1895, that with a lowered corn duty the revenue

from customs had actually increased. And this was due,

to an increased consumption of coffee, cocoa and tea and

other duty-paying articles. The lower corn price had

increased the general purchasing power of the people, and

for several years the Treasury had a surplus of revenue

over expenditure.
I expect that opponents, who will read our debates, will

say that if Professor Bastable's theory is true, if the Free

Trade theory is true, then a revenue would be got much
more easily under a Free Trade system than under a

Protective system. How, in that case, they will ask, can

you explain that many Protective measures, such as those

introduced in Germany in 1879, were introduced with the

expressed purpose of adding to the finances of the State ?

The answer to this is not difficult. If we study all the

cases in history in which Protective measures have been

carried, we will find that this is not a financial, not a purely

economical, but a fxilitical matter. It is always difficult to

get men to agree to pay higher taxes, but the diftiailty is

much diminished if the tax is of such a kind that while it

yields something to the State it yields something also to those
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who vote for it. Then the voter is often enthusiastic in its

favour. But I have never heard of any people who were

enthusiastic to vote for an income tax which they must pay
themselves, though it seems a great pleasure to them to vote

for a tax which they hope they will not pay themselves.

They vote, for example, for a corn tax, in the belief that the

foreigner pays it, a hope that is very rarely realised, and
when realised means that the protective aim is not realised.

You will find, too, that a majority in Parliament may be

ready to vote for customs taxes, in the hope that not the

foreigner, but other people in the country will pay them. You

might from this derive a new theory of the division of labour.

Adam Smith's theory demonstrated that the division of

labour increased productiveness. Here we have a division

of labour, in which one man votes for a tax, and another

pays it. This is not very productive for the nation, not

always productive for finance, but it is always dangerous
to public life.

I believe the point on which our colleague, Professor

Bastable, has spoken to you will be the most important
in the discussions on tYee Trade during the next few years,

because it is the strongest part of the Free Trade

programme, the strongest point which can be advanced

in its support.
Mr. JAMES MOWATT (England) described the circum-

stances in which the Corn Laws were passed in 1816, and

urged his hearers to read the protest of the minority of

the House of Lords on that occasion a protest which, he

said, was one of the most eloquent appeals for Free Trade

and for justice that had ever been penned.
Mr. HERBERT MILES (United States) : I am person-

ally much touched this afternoon with the greatness of the

judgment and heart of the sons of England in inviting me
to say a few words to you, knowing as they do that my
point of view is at something of an angle, if I may so

express it, with the view that here commonly obtains.

Deeply appreciating this kindness, I speak with equal
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goodwill as the representative of the National Associa-

tion of Manufacturers of the United States, and I rome
\\ ith their greeting and their best wishes for peace and good-
will among the nations, and for freer international trade,

arid that goodwill and mutual benefit and profit that we

may all equally hope to receive therefrom.

I hope to speak a moment upon what I must call the

practical side as we view it in the United States. My
contribution is as nothing, unless it makes for the general

purpose for which we are here assembled, for better trade,

better profit, and the betterment of the whole race through

enlarged international intercourse.

The manufacturers of the United States, protected as

they are over-protected as they confess themselves to

be stand before you now wishing for a correction of their

Protective Tariff, that it may be a more just and fair

Tariff
;
and in doing this they do not surrender their long-

held position on Protection. I believe that if our discussion

differentiated somewhat between Protection, fairly con-

sidered and properly defined, and Trusts, our analyses
would be more complete.

With your permission, I will remind you of our past.

We are the baby among the nations. Our record is a record

of childhood. We can but believe that George Washington
and Alexander Hamilton, when they found a few people

lost, as it were, in the wood, said to the world,
" We purpose

spending liberally in the education of our children, and

almost as liberally in the education of those grown-ups
who are only children in the matter of manufactures ; we
are going to give them some advantage. Our friends in

England are good sportsmen ; the}' are willing to enter a

handicap race, if only it be fair." Washington and
Hamilton tried to make the handicap a fair one. They
gave to the manufacturers, inexperienced men, 5 to 7 per
cent. In the course of a few years we hnve come to have

a population of 80,000,000 of people, with a manufacturing

output of 15 billions of dollars per annum. Up to thirty

LL
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years ago the Trust was of no consequence in our land.

If it was known it was not powerful. I myself am in an

industry which is protected by a tariff of 45 per cent. I

was in the industry fifteen years
' before I knew it was

protected at all, and not yet have I discovered the

slightest benefit to myself or anyone in the industry in

the 45 per cent.

Why so ? I. have not heard the word competition
used here in three days. Competition all but kills

the American manufacturer. His life is shorter by
25 per cent, than that of his easier-going and saner European
competitor. Competition has compelled us to lie awake

nights, and see if we cannot make our goods at less cost

and of better quality and sell them for a constantly

diminishing margin of profit. I speak only now of those of

us who work in competition, producing our goods on this

basis. We have had the minimum of profit, and the

American consumer has secured his supplies at the bare

cost of domestic production, plus a very narrow margin
of profit. You have had the American portrait painted in

very black
'

colours. The Trust has come upon us, and

the Trust probably has made the best use of its opportuni-
ties. Whom shall we blame ? The people who carelessly

went about their work, so busy picking up dollars, and

accumulating the greatest wealth ever accumulated by a

people, so busy doing that that they did not watch the

Trust people ? Or shall we blame the Trusts who took

advantage of that which was so easy to secure ? I care

not whom you blame. A very grievous wrong has been

done the American people by the advantage taken by the

Trusts of the Tariff. Our Tariff has not been scientifically

or reasonably made. It is a Tariff, in great measure, as we

I

manufacturers of America announce, a Tariff of abomina-

tions.

We are glad that our portrait has been painted in dark

colours. An American audience often laughs in a modest

way at the description of its defects. Why ? Because the
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black colours in the portrait bring out the more clearly and
the more justly the bright colours, and these bright colours

mark the line of duty, and show clearly the work that is to

be done. And in our country it is the American manu-
facturer and not the consumer it is the manufacturer who
in the last year or two has come to Congress with a frank

declaration that the American Tariff is not a sensible

Tariff, that it is to-day an unendurable Tariff
; and he has

asked, largely through the instrumentality of the Tariff

Committee, of which I am Chairman, that the American

Congress shall take back from the manufacturer that

Tariff which is supposed to have been made solely in the

interest of the manufacturer. And the American manu-
facturer has asked this of his Congress, and of his President,
not on behalf of himself only, but on behalf of himself

and of the consuming public, which, as we all know, is

being robbed.

We have faced such situations before. We have not

the slightest doubt of our being able to face the present one ;

it is a certainty in our minds. We have the endorsement of

President Roosevelt, and the enthusiastic support of Mr.

Taft, who will probably be our next President. We are

not coming to a Free Trade basis. You have speculated
somewhat upon what will happen if America - comes to a

Free Trade basis. I suggest that that question be left to an

indefinite future. If you will kindly help us by any

suggestions, and more especially by definite information

such as we shall be pleased to specify to you and utilise,

to make our Tariff an honest Tariff according to our own

professions, you will help very greatly to lower our Tariff

in important particulars.

You must remember that the principal strain in our

blood is Anglo-Saxon, and the Anglo-Saxon tempers theory
with judgment and experience.

Have we made mistakes ? Well, you gentlemen of

great scientific attainment tell us of the blunders we have

made. You speak with the infinite wisdom of the man
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who looks backward. The history of any nation that is

successful is a history not more of success than of failures.

We know our failures ;
we confess to the abominations of

our Tariff, to the advantages taken of them by the Trusts,

and with the utmost confidence we propose and expect

speedily to remedy them.

The CHAIRMAN : We now propose to close the discussion

on Professor Bastable's paper, in order that we may have

the pleasure of hearing M. Yves Guyot on the subject of

" Commercial Treaties."

M. YVES GUYOT (France), speaking in French, then

delivered a resume of the following paper :

I.

HISTORICAL SKETCH.

I AM not going to give a history of commercial treaties.

They are found in antiquity ; they are found in the Middle

Ages. Their object usually is to ensure reciprocal mono-

polies. I have cited, in my Histoire des Rapports Econo-

miques entre la France et rAngleterre* the commercial

treaties made between France and England, beginning
with that of February 24, 1606. Most of the wars of this

period were-commercial wars. If they seemed to have other

causes at first, the treaties that concluded them prove that

they were intimately connected with commercial interests.

Under the influence of the physiocrats, of the economist

party, M. de Vergennes, Minister of Foreign Affairs in France',

wrote to the Ambassador in London directly after the

peace of Versailles (February i, 1783): "Every nation

must necessarily strive for its greatest prosperity, but this

prosperity must not be exclusive or it will soon vanish."

Lord Shelburne, Burke, and Pitt were all advocates of a

commercial friendship between France and Great Britain,

but these great statesmen had against them all the important
* Introduction to Catalogue of French Section (Franco-British Exhibi-

tion, 1908).
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groups of commerce and of industry. Nevertheless, the

negotiations culminated in the commercial treaty of Sep-
tember 26, 1786, between France and England. Its object
was '*

to make an end of the state of prohibition and the

prohibitive duties which had existed for nearly a century
between the two nations, and to obtain for either side the

most substantial advantages for national manufactures

and industry by destroying the contraband, which is as

harmful to public credit as to the legitimate commerce
which alone deserves to be protected." The duties upon
wine remained enormous, 1,295 francs a ton, about 1.25

francs a litre.

Ad valorem taxes varied from 10 to 15 per cent. As to

commodities that were not particularly mentioned, it was

agreed that they should not pay any higher duty than the

same commodities imported by the most favoured nations.

The ships of the two nations were exempted from the port
dues that they had formerly paid. Creditors were recipro-

cally authorised to pursue their debtors in each country.
The right of search was abandoned by the two contracting

parties, and a certificate given by competent authorities

was declared to be sufficient to establish the legality of a

cargo. Moreover, the treaty recognised the right alike

of the vendor and of the purchaser to treat directly without

employing an intermediary. No imported merchandise

was any longer to be confiscated for fraud in manufacture,
defects of workmanship, or on any other pretext. Subjects
of the two countries could travel or sojourn in them without

permits.
It may be seen what progress the treaty of 1786 effected

in the relations between the two countries. It came to an

end when war was declared against England by the Con-

vention on February i, 1793.
In 1822 Mr. Huskisson, President of the Board of Trade,

went to France in order to negotiate a commercial treaty.

He did not succeed in this object, but, on January 26, 1826,

the English and French Governments, "desiring to facilitate
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trade between the two nations, and convinced that nothing
would conduce more to the fulfilment of their mutual
desire than the simplification and legalisation of the regu-
lations for navigation in force in the two countries," mutu-

ally repealed all the differential duties imposed in the

ports of both nations in order to increase the price of the

commodities imported in the ships of the other. It is

this treaty which is still in force.*

On April 10, 1854, an offensive and defensive treaty
was concluded between France and England, which intro-

duced an important modification into the law of nations.

It was sanctioned by the Congress of Paris, assembled in

1856, which adopted the following four principles :

(1) Abolition of privateering.

(2) A neutral flag protects any merchandise.

(3) No neutral merchandise, except contraband of war, may
be seized, even under the enemy's flag.

(4) Blockades are only obligatory when effective.

England had adopted the policy of Free Trade in 1846 ;

she had abolished the Navigation Act in 1849 ;
she weeded

out her tariff by abolishing petty duties which produced but

little
;
she prepared a fiscal tariff under which any receipts

accruing, falling upon objects that she did not manufacture,
entered the treasury intact without necessitating the raising

of prices of articles manufactured in the country. She

affirmed the principle that customs duties ought to provide

public revenue and not to constitute private taxes for the

profit of individuals.

Article 3 of the Senatus Consultum of December 25, 1852,
declared :

' '

Commercial treaties made by virtue of Article 6

of the convention have the force of law for the modifica-

tions of tariff therein stipulated." On January 23, 1860,
a commercial treaty was signed between France and

England. It substituted a duty of 30 per cent, for the

prohibitions in France and it lowered certain tariffs. The

* " Handbook of Treaties relating to the Commerce and Navigation
between Great Britain and Foreign Powers," by Gaston de Bernhardt (1908),

P- 3I4-
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conventions of October 12 and November 16, 1860, reduced

the total duties to an average of 15 per cent., except in the

case of certain metallurgic products when it was nearly

36 per cent.* In England dutiable articles fell to 26, ten

<f which were identical with the excise duties levied upon
similar articles in the United Kingdom.

Article 12 of the treaty established equal protection in

each country for proprietary fabrication marks and manu-

facturing designs of every description.

By Article 19
' *
each of the high contracting parties

undertakes to allow the other Power to profit by any such

favour, privilege, or abatement in the tariffs of duties on

imported articles mentioned in the present treaty as either

of them might grant to a third Power. Moreover, they under-

take to pass no prohibition with regard to imports or

exports which is not applicable also to other nations."

The treaty of 1860 recalled that of 1826, requiring

equality of treatment for ships of both countries.

In the five years that followed the conclusion of the

commercial treaty of 1860, France concluded commercial

treaties with Belgium in 1861, with the Zollverein and Italy

in 1862, with Switzerland, Sweden, Norway, the Hanseatic

towns, and the Low Countries in 1864, with Portugal and

Austria in 1866.

A protectionist reaction set in in France in 1877 and in

Germany in 1879. The tariff adopted in France in 1881

increased nearly all duties from 70 to 80 per cent.

The instructions given to the English commissioners!

for the renewal of the commercial treaty with France

included :

(1) General improvement of the status quo.

(2) If this result could not be attained, progress in particular
directions.

(3) Maintenance of the spirit of the pledges of 1860.

The English commissioners met with such resistance

that England refused to renew the commercial treaty.

See Paul Koiteau : Lcs Traitfs dc Commerce.

| See "The Life of Earl Granville," by Ix>rd Fitzmaurice, Vol. II., p. 255.
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When Belgium had signed a convention with France,

England and France concluded the convention of February

28, 1882, guaranteeing to each of the high contracting

parties most favoured nation treatment and equality of

treatment for ships and their cargo, except for coasting
and fishing, for trade marks and commercial names. This

convention was to remain in force till February 12, 1892.
The Act of December 29, 1891, abolished this convention

as well as all others
;
and the economic relations of France

and England were submitted to Article 2 of the Convention

of February I, 1892, which "
grants a minimum tariff to

the produce or merchandise of countries profiting at present

by the conventional tariff, which agree on their part to

accord to French merchandise most favoured nation treat-

ment."*

The regime is always revocable after twelve months'

notice. In France the Act of January n, 1892, established

a system of inflexible maximum and minimum tariff. It is

what protectionists call
" freedom of tariffs."

II.

ADVANTAGES AND INCONVENIENCES OF COMMERCIAL

TREATIES.

' ' Freedom of tariffs
' '

should be translated by the

words "
instability of tariffs."

Since the tariff of 1892, according to a report of Mr.

Behrens, President of the British Chamber of Commerce
in Paris, up to March, 1908, 193 modifications have been

made in the customs tariff in France by legislation and 155

by the Consultative Committee of Arts and Manufactures,

making 348 in all. A few others may be added to this

number, such as the customs duty upon manioc which,
it appears, seriously menaces the French potato.

Commercial treaties are the barriers which prevent

protectionist whims from disturbing the course of industry
* Return showing the countries between which commercial treaties were

in force on January i, 1901 (Cd. 4080).
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stability into the disturbance of the natural course of

exchange caused by customs duties. The industrial and
commercial classes remain subject to economic accidents,
bad or good harvests, changes of fashions, slumps, pledges of

stock, &c., but they know that the conditions of supply or

of the market is in no danger of being modified from day to

day by changes in the customs tariffs.

England was able on April 19, 1901, to levy an export

duty of one shilling a ton upon coal. Article n of the treaty
of 1860 declared: "The two high contracting Powers
undertake not to prohibit the exportation of coal and not

to establish any duty upon its exportation." Consequently
if the commercial treaty of 1860 had still been in force,

England would not have been able to impose this tax.
" The most favoured nation clause

"
has been attacked.

Yet this clause has been maintained in all the commercial

treaties concluded during the last few years. It is a guaran-
tee to each of the contracting parties that directly after the

signature of a commercial treaty new conditions made with

a third party shall not annul its effect.

In 1902, at the Trade and Industry Congress at Ostend,
there was a long discussion with regard to commercial treaties

and export bounties. Should commercial treaties provide

against export bounties ? As M. Smeet of Naeyer, said at

the Sugar Conference :

"
Bounties are the worst form of

protectionism, for they represent aggressive protectionism."
A nation may, by granting export bounties, upset the pro-
ductive conditions of a contracting nation for a given article.

I have maintained that the question of export bounties

ought to be guarded against in commercial treaties. I do

not deny that
' '

dumping
"
ought to be guarded against in

commercial treaties. I do not deny that
"
dumping,"

organised by cartels, may evade the clause applying to

export bounties. It is the same thing with railway tariffs,

whose object is to encourage exportation. But legal

bounties (such as those which resulted from the legislation
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on sugar in France, Germany, Austria-Hungary, Belgium
and Holland before the Brussels Convention) attained, all

Free Traders must wish to eliminate them from industry
and commerce, as well as any other disturbing element.

Certain persons who accept commercial treaties will not

accept Free Trade. They desire reciprocity, but this

reciprocity is difficult of attainment. Nations do not ex-

change identical articles with one another
; they exchange

equivalents. These persons demand compensatory taxes,

but customs taxes, far from compensating a country for

the cost of production, are a fresh charge added to those

to which it has already been subject. They wish the nations

with whom they enter into a commercial treaty to lower their

customs duties, but they wish their own nation to keep them

high. Those who negotiate a commercial treaty are

required to obtain a maximum abatement of duties from

the other nation while only granting a minimum themselves.

Consequently the spirit pervading the negotiations is in

complete contradiction with the principle of Free Trade.

The object of each negotiator is to force the other to abate the

customs duties of his country while granting the least

possible amount of concession in return. When he has

obtained an important reduction while giving nothing or a

very insignificant amount himself, he exclaims,
"

Victory !"

the newspapers extol his cleverness, and he is acclaimed as

a competent man. In reality this clever man has accom-

plished the exact opposite of the result he is aiming at.

Every protective duty is at the same time a private

and public tax. It may enrich those individuals who profit

by it
;

it cannot enrich the nation as a whole. It makes

supply more difficult. It imposes a fine upon every con-

sumer who requires a foreign taxed article. Consequently
the diminution or the abolition of these taxes is an increase

of wealth for the country to which they are applied. When
a foreign statesman desires a Government to diminish

or to abolish its taxes upon such and such an article, he

removes a burden which is a benefit to that country, he
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acts in the interest of foreign consumers, he facilitates

industrial and personal supply, and, just when he imagines
that he has gained a great victory in favour of his own

nation, it is the country he has been opposing to which he

has rendered ""a service. If he has resisted for his own

country, and has neither abolished nor diminished any
taxes, he is a great man. "

I have made no sacrifices

myself," he says,
"
but I have obtained some." The truth

is that he has been furthering the good of the foreigner,
not that of his own nation. Such is the profound irony of

negotiations entered into with a view to any commercial

treaty between protectionist nations, but this irony makes
them useful. Each of the negotiators, imagining himself

to be furthering the exclusive interest of his own nation

against foreigners, is in reality furthering the interest of

the foreigners. Each one, desiring to secure protectionism
for himself, succeeds in promoting Free Trade for others,
and the more respective representatives are defeated in

their ends the greater are the advantages of the commercial

treaty to both countries.

Commercial treaties have attained results that are quite

opposed to their avowed object. Some of the authors of the

general Swiss tariff, while pretending to be Free Traders,
have tried to raise duties to the highest possible figure in

order to give themselves more latitude for bargaining. This

is adopting commercial behaviour of the grossest and most

obsolete kind. The commission on customs tariffs of the

French Chambre des De'putc's maintains that by follow-

ing this example it will obtain reductions of tariffs from

certain countries, but it does not specify which, and in

Europe only Portugal is subject to a general tariff.

Mr. Balfour is pursuing the same policy when he talks

of retaliation. It is evident to those who still understand

commerce from the point of view of export only, that

England has one great weakness. If she demands reduction

of duties on the articles she manufactures herself she has

hardly anything to offer in exchange. She allows free entry
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to all manufacturers, to the great advantage, it is true, of

the whole population who make use of them, whether for

industrial consumption or for personal consumption, or

for eventual retail, and who can do without imported
articles ?

The policy of using high tariffs as instruments of negotia-
tion leads to a tariff war. The Board of Trade has published
a table giving the results of the tariff war waged from 1892
to 1895 between France and Switzerland and from 1887 to

1899 between France and Italy. The figures are not

encouraging.

III.

CONDITIONS OF A COMMERCIAL TREATY BETWEEN FRANCE

AND ENGLAND.

On March 17, 1908, the Associated English Chambers of

Commerce passed the following resolution, proposed by the

British Chamber of Commerce in Paris :

In view of the very friendly relations now subsisting be-

tween the Governments and the people of the United Kingdom
and France, it is expedient in order to further secure stability

and harmony in the commercial relations between the two coun-

tries that negociations should now be entered into between the

Governments for the conclusion of a treaty of commerce,
which would place commercial transactions on a definite and

reliable basis for a period of years, and render them independent
of tariff fluctuations

;
and that His Majesty's Government be

asked to open negotiations with the Government of the Republic
to that end.

I am quite in sympathy with the intention of this resolu-

tion, but under what conditions can a French Minister

attempt to conclude a convention or commercial treaty
with Great Britain in face of the dominating protectionist

opinion ? The Associated British Chambers of Commerce
have not gone into this question, but the willingness of

one party alone is not sufficient to conclude a commercial

treaty.
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English Free Traders are no longer in that happy posit i< m
\vliii h enabled them in 1896, the fiftieth anniversary of the

l\i
l>,

;il of the Corn Laws, to treat with a certain compas-
sionate disdain the efforts of Free Traders in other countries.

In. Trade is no longer as incontestible in Great Britain as

the Rule of Three. Its partisans must face the reaction to

which it is exposed. They cannot consider their victory
of TO/>6 as decisive against all the enterprise of the tariff

reformers. Consequently they should subordinate all the

details of tariffs to a single consideration : the necessity

of consolidating for a period of at least ten years the present

position of their customs tariffs and that of other countries.

If this result is not attained, not only the economic rela-

tions, but the political relations ^Entente Cordiale of

France and England appear to me to be threatened with

grave danger. It is not by refusing to see it and by dissimu-

lation that this danger can be conjured away. That is

why I consider it my duty to point it out.

The tariff reformers have failed in the realisation of such

a programme as was indicated by Mr. Chamberlain in his

speech on May 15, 1903. They have not succeeded in fixing

the tariff upon foodstuffs and upon raw materials which

was to assure preferential treatment to the Colonies. If at

the end of five years they have not been able to settle this

without a risk of rousing all classes of interests against them,

they are not likely to be more successful in the future.

But it is impossible from the example of other governments
to dissemble that the English Liberal Ministry has, by
increasing the State prerogatives, charged the Exchequer
with fresh burdens which must be met. There has been

a talk of increasing the taxes on beer and tobacco. Coming,

however, just after the Licensing Bill, this proposal would

receive such a reception that it is hardly likely that any

party would resort to it. It does not appear probable that

any government could demand an increase of income tax or of

succession duties. The tariff reformers already hold good
cards when they speak of the necessity of increasing taxation.
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They are not allowed to impose taxes upon foodstuffs

and raw materials. Good
; they will abandon them, but

they will say that taxes may be levied upon manufactured

articles that are not of the first necessity and are required by
the leisured and wealthiest classes, which might also be

manufactured in England. Mr. Chamberlain, in his speech
at Glasgow, proposed to impose a duty of 10 per cent, on

manufactured articles
;

a duty will be placed upon silk

and woollen fabrics, millinery and artificial flowers, wearing

apparel and linen, dressed skins, leather and hide work, toys,

fancy goods and brushes, automobiles, &c. What support can

be expected at the present moment which will allow English

public opinion, of itself, to resist these tariffs ? Resources

are needed to meet the requirements of Old Age Pensions.

Where are they to be found ? All those indicated, according
to the old protectionist sophism, "will be paid by the

foreigner and will protect national labour."

What reasons will be strong enough to withstand this

double-barrelled argument, protectionist arid demagogical
at once, that work will be the outcome of a tax on

luxury ?

Not only will eventual taxes throw England back upon a

protectionist policy ; but, from the point of view of inter-

national relations between England and France, they will

entail the most fatal consequences. They will affect France

directly ;
and the enemies of the Entente Cordiale will not

fail to ring the changes on the fact that its tangible result is

the imposition of customs duties in England on articles

which had not previously been burdened. This eventuality
need not frighten French protectionists to whom it supplies
fresh arguments ; but they must at once assume responsi-

bility for it.

The members of the Customs Commission, President M.

Klotz, warned of the dangers to which they are exposing
French commerce, must be placed in a position to declare

that they face them light-heartedly. They deny the right

of the Government to make any convention without their
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permission. They consider that the delay of twelve months,
fixed for any convention by the Act of December 12, 1891,
should remain the maximum. They would reserve to every

deputy the right of raising a duty if the import figures of any
production which competes with another production in

\vhichsome of his influential electors are interested, increase

a little.

They do not admit that the Government may engage in

negotiations for a commercial treaty. Some newspapers

having announced that, during his stay in England, the

Minister of Commerce, M. Cruppi, had had some conversa-

tions upon this subject, he was obliged to publish an official

memorandum declaring that there had been no question of

such a thing, and the most serious part of the whole matter

was that the official memorandum spoke the truth.

How can this danger be averted ?

In an age of discussion it is seldom that a minister adopts
or supports any policy which is not backed by a strong

public opinion. He counts votes rather than weighs
reasons. It is a question of his very existence. Count

Duchatel, Minister of the Interior under Louis Philippe,

unintentionally uttered a great truth when he said to the

League for the Promotion of Freedom of Trade,
' ' Be strong

and we will support you." French protectionists long ago
came to the conclusion that they must be strong if they
were to master the Government

; consequently they have

acted with a unity and activity which may serve as a model

to those whose interests they compromise.
But although not 5 per cent, of the French are interested

in Protection,* although the principal industry of France,

that of wearing apparel, lingerie and millinery, is represented

by 21 per cent, of the active industrial population, i.e.,

more than one in every five workmen, although they pay
heavy dues to protected industries as well as most other

industries, yet the great majority of the electors vote for

protectionist deputies who promise to burden them with fresh

Sec the Report of M. Schelle.
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taxes, and regard with indifference, if not resentment, the

Free Traders, however modest their demands.

An expression of opinion can only be called forth on a

precise and tangible point, and that is why I consider that the

only way to promote a commercial treaty is first of all to

compel the French Parliament only to -pronounce upon a firm

and clearly defined issue.

Since 1902 I have advocated an understanding between

Fiance and Great Britain on the following basis : Abolition

of the additional tax on bonded goods for France
;

re-

duction of the tax on wine by 50 per cent, for England.

Negotiations could not begin before the election of 1906.
Since its accession to office the English Liberal Government
has not faced the question of a decreased tax upon wines,
and yet from the fiscal point of view elasticity cannot be

restored to the tax upon them except by lessening it. The

product of the additional tax of April 14, 1899, was estimated

at 298,000. The tax on wines produced a yearly average

during the period 1897-1908 of 1,368,000. During the

period 1904-1906 it only produced 1,207,000, that is

161,000 less than before the additional tax
;

it therefore

shows a decrease of 13 per cent. However, a reduction of

the tax on wines would arouse a feeling among 1,700,000
French vine cultivators which might be used as a means of

defence against protectionists. There is no doubt that the

suppression of the surtax on bonded goods, which only

produces a yearly average of 1,550,000 francs and which

serves no purpose except to embarrass importers, would be

obtained without difficulty.

Some English officials, I know, look with scorn at

this suppression of the surtax on bonded goods. By
a curiously mistaken method they estimate its importance

according to the figure representing its receipts in the Budget;

they do not consider that on this account, as complete pro-
hibition would not bring any profit to the Budget, theyought
to infer that it would be a matter of no importance to those

goods whose entrance is hindered. The English Govern-
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ment ought certainly to consult the useful pamphlet,
drawn up by the French Chamber of Commerce of London,
showing the drawbacks it entails for the English marine,

industry and commerce. It would also be easy to enumerate

other articles for which the English Government might
demand reduced taxation

;
fine cotton thread, for example,

so necessary to the lace industry at Calais, to the silk industry
of Lyons, and to ribbon-making at St. Etienne ;

a reduction

of the duty on coal, which would affect all industries, since

France, while producing 34 million tons, is obliged to import

17 millions, i.e., 50 per cent, of its output. M. Havy ex-

pressed this wish to the General Commercial Congress of

Wines and Spirits held in London on June 27, 1908 ; but it

would perhaps be rash to believe that at this moment, in

the present state of opinion, these reductions could be

obtained.

In any case it is necessary that a conference should take

place between the Governments. Neither the Ministry
of Sir Henry Campbell-Bannerman nor the Ministry of Mr.

Asquith have so far proposed any reduction of duties on

wines, or have asked anything from the French Government
in exchange. For 30 months the men who won a victory in

the name of Free Trade have been in power in Great Britain.

What have they done to improve the commercial relations

of England with other nations ? Nothing, so far as can be

seen. If English Free Traders maintain a passive attitude,

not only will they compromise their cause in their own

country, but they will not help Free Trade in foreign

countries ; on the contrary, they furnish arguments for

protectionists.

Shall I be told that a convention, such as I suggest, is

quite unlike a general commercial treaty ? I know it is
;

but it may prepare the way for it by arousing a movement of

public opinion in favour of further conventions. It would

give to Free Traders some such support as protectionists

find in the taxation they procure, sometimes in favour of

this, sometimes in favour of that.

M M
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In any case it would be very serious if the English Free

Trade Ministry, instead of profiting by the favourable politi-

cal understanding existing between France and England,
were to remain inactive.

CONCLUSIONS.

(1) Commercial treaties ought to be elements of economic

stability and security in proportion to the influence of pro-
tectionist prejudices.

(2) They ought to be concluded for a minimum length
of ten years, and should mention the most favourable clause.

(3) They should contain a clause prohibitive of export
bounties.

(4) When a general commercial treaty is not possible,
countries should conclude special conventions which can at

once be of use and may lead later to a general commercial

treaty. Such is the case of France and England.

(5) England and France ought immediately to conclude a

convention on the following basis : Abolition of the tax on

bonded goods on France's side
;
a reduction of 50 per cent,

of the duty on wines on England's side.

M^ CALVET submitted the following paper :

I HAVE been deputed to make a special study of the com-

mercial relations of Bordeaux, as the centre of the Gironde

vine district, with Great Britain. This inquiry is very
a propos, considering that it comes at a time when France

and England, united by an entente that we are well justified

in regarding as cordial, should be seeking the means best

adapted to promote this union and further their mutual

interests. Now nothing will better contribute to this end

than by granting facilities to commercial exchange to

multiply and increase in importance.
The wines of the Gironde have always figured largely

in the total sum of French exports to England ;
the trade

in them is one of the oldest on record, and no wonder,

considering that during the three centuries, from the twelfth
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to the fifteenth, our province of Guienne was an English

possession, having as its resident governor the heir to the

English Crown.

It is for this reason, perhaps, that Bordeaux wines have

ever been in high favour in the United Kingdom.
Let us examine the export statistics during a period of

fifty years, that is to say, since just before the Commercial

Treaties came into existence. A few will suffice.

In 1859, the duty being 55. 9d. per gallon, we exported

19,400 hectolitres in hogsheads,

9,130 hectolitres in bottles.

The Commercial Treaty of 1860 reduced the duty to a

shilling per gallon. From that year onwards our exports
increased to

41,400 hectolitres in casks,

14,200 hectolitres in bottles.

Nor was this increase long in taking on bigger propor-
tions still, for in 1882 we were able to register

180,600 hectolitres in casks,

42,500 hectolitres in bottles.

In spite of the impulse that the Treaty of Commerce
had given to the consumption of French wines in England

a forcible witness to the development given to inter-

national exchange by the breaking down of fiscal barriers

the protectionist spirit, which never yields, strove to regain

lost ground, and succeeded by degrees in acquiring ascend-

ency. As a consequence of this, and with the object also

of increasing the resources of the Exchequer, the English
Government in 1900 raised the duty on our wines in hogs-
heads to is. 3d., and put on to bottled wines an additional

shilling, which brought up the entire duty to 2s. 3d. The

effect of this measure was not what was anticipated ;

that is to say, there was no improvement in the receipts.

An increase in the revenue of 298,000 had been looked for,

but the result obtained was less than negative, for there was

a deficit of 12 per cent.
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M. Yves Guyot has shown that from 1897 to 1899
revenue from the tax on wine was 1,386,000, and that from

1901 to 1902 it was only 1,207,000.

As regards the exportation of our Bordeaux wines,

we can show that it has not ceased to decrease since the

heightening of the duty.
In 1903 we only registered :

86,600 hectolitres in casks,

12,600 hectolitres in bottles.

In 1906 these figures are raised to :

97,800 hectolitres in casks.

14,303 hectolitres in bottles.

But these statistics are very different from those quoted
in 1882, which have been cited above.

We do not believe that this decrease ought to be at-

tributed exclusively to the fiscal regime ; other facts have

helped to bring it about. In my opinion they may be

reckoned as follows :

(1) FASHION. For some time it has been the fashion in

England to prefer the Champagne wines to those of Bor-

deaux to the depreciation of the latter. We need not

dwell upon this, since it is in the nature of fashion to be

transitory, and already under this head we note an approxi-

mate return to our Bordeaux wines without the preference

diminishing for champagne.

(2) MEDICAL INFLUENCE. The campaign against alco-

hol in all its forms, whatever may be the vehicle or the

quantity taken, has caused a great fluctuation, and finally

a distinct diminution in the consumption of our wines.

We ought, however, to recognise that the English faculty

to whose probity we gladly render homage has care-

fully studied this important question. Researches and

observations on the subject have been already made, not

only in England, but in Bordeaux itself, the result of which

has been a distinct revulsion in opinion, as the great medical

organ The Lancet has several times pointed out.
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(3) THE COMPETITION in what may be called " exotic
"

wines. These are chiefly the wines of Australia and California,

which compete in English markets with French vintages.
We partisans of Free Trade cannot complain on this score,

as we have no desire to impose our produce on the English
market to the exclusion of similar ones. But one thing we
have a. right to ask, and that is, that the wines thus put on

the market should not bear labels which they have no right

to carry. Australian and Californian
"

Burgundies,"
"St. Juliens," and "

Sauternes " have no place in

England. Only a short time ago this very question was

discussed in London at the conference which was held to

revise the Madrid convention ; it was decided to promote
the nomination of an international commission of arbi-

tration which should procure the adhesion of all the Powers

to the convention, and, at the same time, should unify the

interpretation of its clauses, and fix a procedure capable of

being accepted by all.

We trust that the work of this commission will have

practical results, and be unanimously ratified by the

Powers.

(4) FRAUD. Here we cannot overlook the imitation

wines made in London under the name of
"

Basis wines,"
from raisins, gooseberries, and other ingredients, which are

put on the market as bond fide wines, occasionally even with

the labels which belong only to the Gironde vintages.

The trade has been unanimous in deploring these fabrica-

tions, which can only be regarded as disloyal competition,

and the English Exchequer should have cause for complaint

also, since these manufactured wines, which escape duties,

usurp the place of imported wines which have to pay
customs dues.

Having indicated these secondary causes (there may be

many more), we come back to the question of customs duty.
The only means of bettering the existing situation and of

avoiding a further trade depression seems to bo the estab-
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lishment of a Commercial Treaty. The main point for com

merce, as for industry, is not to let them be crushed under

taxation which renders exchange impossible ; and, above

all, to be able to secure them a stable regime, independent
of ministerial or parliamentary caprice and changes of

political systems. Outside this security no lasting work is

practicable ; enterprise hesitates to compromise itself

through fears for the morrow, and capital is idle.

We believe that the moment has come for initiating be-

tween France and England, already knit in the bonds of a

community of interests and sympathies, a Commercial Treaty
based on reciprocity. We would suggest :

(1) That this Treaty be of twenty years' duration.

(2) That the duty, as far as it concerns wines, be brought
down to a shilling, as in 1860, and that the tax of a shilling

on bottled wines be abolished.

There has been a question of introducing proportional
taxation based on the percentage of alcohol in wine. In

our opinion, this system ought not to be adopted, favouring

exclusively, as it would, the wines of the South of France,

light vintages which will never appeal strongly to the

English taste. Our Bordeaux wines are, on the contrary,

very variable in strength, according to the vineyard where

they may be grown, or the vintage of that particular year ;

arid they would thus often be subject to duties varying not

only in different regions, but depending often on the vine-

yard or vine grower, to say nothing of harvests. Nothing,

therefore, can be assumed for certain, whether in the

present or the future in their regard. In fact, the Com-
mercial Treaty, having for its end the reduction of the en-

trance dues into England, would be for us as if it had never

existed, not to mention the complications that a regime
of this nature might involve, since on a freight of several

hogsheads there would often be good reason for applying

varying tariffs.

It is clear that the alcoholic scale would possess the
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serious drawback of prejudicing English colonial wines,
which are all very highly proof, and it would place them at

a grave disadvantage with French ones. This, however,
would not be admitted in England.

What shall we give England in exchange ? Several fiscal

reductions have been proposed, whereof these are the prin-

cipal :

(1) The reduction of the coal duties. Of all English

produce open to a reduction of duty, coal is certainly the

one which ought to be considered first.

In proportion as industry under all forms progresses in

France, the consumption of coal, which is its daily bread,
so to speak, and is, moreover, the principal factor in many
departments in regulating net prices, increases in like propor-
tion. The coal supply in France itself is notoriously insuffi-

cient
; we really need a foreign supply equivalent to the

half of that we procure from our own mines.

Is it prudent to tax one of the chief necessaries of life,

when we cannot even claim that we must protect the inter-

ests of our own produce, since the supply does not meet the

home demand ? The duty of 1-20 fr. per ton, which at first

appears but slight, constitutes really, according to the

fluctuation in prices, a tax varying from 5 to 7 per cent,

on the value of the goods ; this is enough to show how heavily
such a duty weighs on our industrial and shipping interests.

Although it might be difficult to allow coal to enter France

free of duty, on account of the loss which the revenue

would thereby suffer, it would certainly be possible to

reduce the duty to a considerable extent, by one half at

least, that is to say, by 60 centimes per ton. Such a measure

would have the double advantage of producing a favourable

impression in England, and of benefiting considerably our

industries and our mercantile marine. French coal pits

would never suffer, protected as they would be alike by
customs duties and the saving in transport.

(2) Reductions on spun cotton. These would be well
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received in England, and we imagine that from this quarter
no appreciable objections would be offered, especially if

the coal duties were reduced at the same time.

French cotton mills are worked under the same conditions

practically as English ones, that is to say, both are

employed on imported produce ;
and French manu-

facturers being in no wise inferior to their competitors,
it ought to be easy for them to maintain competition as

long as they employ the same means and avail themselves

of the same improvements as their rivals.

(3) We believe that the concession which would, per-

haps, be the most acceptable in England, and which would

produce the best effect there, would be the remission of the

surtax on bonded goods. This impost only brings in

very little, it may be 1,550,000 fr.
;

on the other side, it

is a source of misunderstanding between the two countries,

whilst only protecting the national flag in an insignificant

way. This surtax is a real barrier, and it is for this that we

would, from every point of view, press for its abolition.

To sum up, what Bordeaux commerce would ask is a

Commercial Treaty with England, a Commercial Treaty
based on reciprocity, and one that should guarantee to our

business transactions a long spell of economic security

and commercial peace.

We hope that such may be the result of your deliberations

they will then have rendered a signal service to our two

countries.

The Congress then adjourned till Friday at 10.30 a.m.



SEVENTH SESSION.

SUBJECT: PRESENT UTILITY OF COMMERCIAL

TREATIES (CONTINUED).

Professor ARNDT (Germany) summarised the following

paper :

THE advantages of commercial treaties would seem to belong
to the most simple and easy questions that can be brought
forward at a Free Trade Congress. Many will perhaps
wonder why it has been placed on the agenda at all. The

more, however, the question is considered and an answer

sought, the more will it appear complicated, and one pre-

liminary question after the other will present itself. First

of all, it must be determined what is to be understood by
a commercial treaty. Then we must make it clear from

what point of view we ought to look upon these treaties.

Here great differences of opinion are possible. The same
economic effect will appear good and useful to one, bad

and harmful to another, according to their respective

opinions as to whether the growth of international commerce
is to be regarded as an advantage or not. The examination

is further complicated because the same fact may have good
economic results, i.e., to increase wealth, but may at the

same time have other bad political or moral effects.

And the harm is perhaps greater than the benefit. What
would a nation be profited if it should gain the whole world

and lose its own soul ?

Therefore some general observations are necessary for

the clear understanding of the problem.
BAB
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Historical and in particular statistical examinations, in

treating this question, seem to be out of place at the Free

Trade Congress. He who would show in detail the result

of a special treaty of commerce must undertake far-reaching
researches into all the economic conditions of that time.

The commercial treaty is, after all, only one of the many
forces on which the economic development depends. To
determine the effect of one force in a multitude is extremely

difficult, and, without going into a mass of particulars, the

discussion of which would lead too far, it is impossible to

obtain a satisfactory solution.

What is a commercial treaty ? The answer to this

question is less simple than one would suppose at first.

A commercial treaty is generally considered an agreement
about import duties. Is it, however, right to limit the

meaning of a commercial treaty in that way ? Is commerce
here identical with crossing the frontier ? Does not Free

Trade require other things than abolition of duties ? And
do not, at present, commercial treaties touch upon other sub-

jects as well as, for instance, shipping, railways, commercial

travelling, emigration, the recognition of documents, &c. ?

The question, What is meant by a commercial treaty ? is

not by any means of theoretical interest only. It is some-

thing of eminently practical importance. Economic con-

ditions vary constantly and quickly. Fresh problems

present themselves on the world-market. New watchwords

are coined. Some years ago no one ever spoke of the

principle of the
"
open door," and is not this principle now

one of the most important for the regulation of international

economic relations ? An agreement about the
; '

open
door "

is, however, certainly a commercial treaty. All

such new phases of the matter must be kept in mind if a

correct judgment of modern economic evolution and a

practical solution of the problems of international trade are

to be obtained. For in modern economics one problem is

inextricably linked with another. Uniform principles and

uniform methods must be aimed at. You cannot in one
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place champion the principles of commercial freedom and

equality, and in another approve of restrictions and privi-

leges, without discrediting your whole policy.

Therefore we must first agree to what we have to under-

>t;md by commerce and commercial treaties. By commerce
we understand all economic relations between different

peoples. An agreement between one State and another in

regard to the whole or to a part of these relations constitutes

a commercial treaty. It may be useful to characterise such

treaties as commercial treaties in the widest sense of the

word, and to confine the term commercial treaties in a

restricted sense to customs-conventions (Zollvertrage). I

shall use the word here in its widest sense.

The commercial treaty is not always to be found under

that name. Another title often hides its character. The
cause for this is to be found either in the fact that it forms

part of a greater treaty, e.g., such as is concluded at the

cessation of hostilities, or because the treaty has only a

bearing on a particular question, as, for instance, patents.

Hut without doubt the Frankfurt Treaty of Peace of 1871,

which contained the most-favoured nation clause between

Germany and France, was also a commercial treaty. The

Congo Act of 1885, by which it was decided that all nations

should enjoy full freedom of trade in the Congo basin, was

a commercial treaty as well. The same applies to the

Algeciras Act, which laid down the principle of free com-

petition of all nations in Morocco. The international

conventions about postal matters and patents are also to be

classed among commercial treaties.

Thus we see that the contents of a commercial treaty

are manifold. They can refer to :

Customs : reduction and regulation of duties, Arc.

Bounties : their abolition e.g., Brussels sugar con-

vention.

Sanitary measures : control of cattle import.

Legal proceedings, patents.

Immigration : right of acquisition of Lind.
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Commercial travellers : taxation, samples.
Commercial law.

Maritime law e.g., in case of war : contraband, prize
courts.

Shipping : port dues, coasting, subventions.

Railways : fixing of rates, concessions, &c.

Post and telegraphs : rates, laying of cables, c.

Measures, weight, coinage : metrical system, &c.

Investment of capital : loans, concessions, &c.

The list of subjects that could be treated in a commer-
cial treaty might be made a great deal longer. The most

important points, however, have been enumerated.

It is questionable whether to these State treaties ought
not to be added certain private agreements, the impor-
tance of which is often very great. I am thinking of the

distribution of markets of the world, or of some great
continent by international trusts. The producers of certain

goods, e.g., of rails and glass, have in this manner divided the

different national markets between themselves. These

private
' '

spheres of interest
' "

ought to be considered

just as well as the national ones. The governments will

in future have to pay great attention to these private
international arrangements, as it is possible that the actions

of the trusts may come into conflict with their own policy.

The commercial treaties are, as a rule, agreements
between two Powers only. Not seldom, however, several,

and on occasions all, the Powers of the world join in a

common effort to regulate the economic conditions.

The conclusion of commercial treaties is a part of the

general foreign policy. In this, however, the pure political

and economic problems are often indissolubly mixed up.

Only the theorist, who applies the abstract method and

isolates facts, can limit himself to the study of mere economic

relations. The practical politician, on the contrary, must

take into consideration all matters, even the non-economic,
such as politics, morals, sentiments, c., and put all factors

into his calculations. It has often, and in my opinion
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not always wrongly, been argued against Free Traders

that they are too abstract, and that they only have an eye
for economic facts, and do not take enough into account

the varied complications of real life. Indeed, many Free

Traders do not pay enough attention to the fact that the

principles of the classic economist have only a hypothetical

value, i.e., that they are only valid under certain con-

ditions, that they are only causal formula; to aid us in our

study of economics, and not binding maxims for our policy.

It seems to me that Free Traders have often made miscalcu-

lations, and therefore partly lost their influence, through

neglect of the many non-economic factors in human life.

This especially applies to German Free Traders, who even now
often regard commercial policy as a mere economic matter,
care little about other problems of foreign policy, and

thereby lose sight of the connection between economic and

political questions. This fault is particularly fatal in modern
times : we have intercourse not only with European and

American peoples, whose civilisation resembles our own,
but continually we also establish closer commercial and

political relations with peoples of other race and culture.

We must, as practical politicians, in the present day more

than ever, take into consideration that an enormous differ-

ence exists between the
' ' economic man ' '

of the classic

theory and the actual human being on whose feelings,

passions, and tempers the fate of governments so often

depends ;
if it is difficult to understand and anticipate

the ideas and decisions of the white man, it is often almost

impossible to grasp those of the yellow, brown, or black.

A diligent study of all sides of foreign politics is doubly neces-

sary for us Germans ; we have only in recent times taken

again an active part in world-politics, and indeed, for us,

such a participation has become a national necessity-

Only when we well understand all foreign conditions shall

we be able to conduct a proper foreign trade policy. How
can we, for instance, regulate our commercial relations with

China, Morocco, or Abyssinia in a practical way, if we are
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not well informed on the economic, political, and social

conditions of these countries ?

If we ask whether commercial treaties constitute good
means of regulating international trade we require first of

all a clear conception of the aims of international intercourse.

In international intercourse we see the means of utilising

the advantages of the international division of labour,

of increasing the productive power of human labour, of

giving a larger share of the products of the earth to every-

body, and of advancing civilisation in general. The prin-

cipal task of international intercourse is the exchange of

the special products of the different countries, the mutual

completion of their production. The means of attaining
this peaceful end is international struggle or competition.
This is one of the main principles of economic liberalism.'

Our modern civilisation is based on free competition, of

course, only within the barriers of law and morals. The
best means of improving the welfare of the individual

as well as of the nation are to be found in individual re-

sponsibility, in individual freedom, and in equality before

the law. Thus also free competition in the international

market will stimulate the straining of every nerve in

order to raise all human efficiency, and so serve the interests

of all, of the individual nations, as well as of humanity.
We must emphasise this over and over again, because a

great many still look upon the international competitive

struggle, not as a means of improving the common welfare,

but only as an expression of national hostilities. Thus
the cry for Protection is raised against the

' '

invasion
' '

of

foreign goods. Thus the grant of export bounties is called

offensive and aggressive. Thus it is said that in concluding
treaties the aim of the contracting parties is to gain an

advantage the one over the other. This is the principal idea

of mercantilism which people have tried to revive in our

days. The arms of the modern Protectionists can be

traced to the old mercantile armoury. While mercantilism

is full of the spirit of animosity and mistrust of the foreigner,
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looks upon him as only something to profit by, and refuses

him the rights of citizens, liberalism proclaims its ideals

also in regard to international relations : individual freedom

and equality before the law ! It coins the watchword :

Good-will among nations ! These great principles, which

signify a great progress of civilisation, are still to this day
the guiding stars of Liberals or, as we call them here, Free

Traders. As yet they have not penetrated everywhere.
The opposition to them was great ; only step by step have

reforms been carried, and constantly a reaction sets in. At

present it is our task to defend what has been won, and to

conquer the territories where mercantilism still flourishes.

Unfortunately these territories are still vast, and the

adversaries have again offered a very firm resistance within

the last years. The Protectionists have even recaptured
some lost ground.

It is well known that in England, the classic land of

Free Trade, a strong reactionary current has set in. But

just as important is another fact, which is somewhat lost

sight of, i.e., that England has not yet carried through the

principles of Free Trade in some places. This is principally
the case in over-sea territories. The foreign merchant or

capitalist, German or other, unfortunately often detects

a lack of freedom, equality, and good-will in the British

Colonies, Possessions, and Protectorates. I shall give
some instances of this later on.

The position of Five Traders in regard to commercial

treaties is based on the aforesaid principles. Commercial

treaties are not in themselves and under all circumstances

good or bad, but they are good and useful when they are a

help to internation.il intercourse, they are bad and harmful

when they are a hindrance thereto. But this definition is not

quite satisfactory either. It only refers to the economic

effects of commercial treaties. The good economic effect can

be accompanied by a bad political or other effect, and vice

versa. Then the practical politician must, of course, bring

his mind to bear on every possible effect and take account
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of them all before giving his final decision. However, we
cannot attempt to consider all possibilities of this kind in

their infinite complications. We must, on the whole,
limit ourselves to the consideration of the economic effects

and try to make sure whether they are good or bad.

The policy of commercial treaties must formally be

regarded as being in opposition to the autonomous policy.
The governments are generally bound by their commercial
treaties for a number of years to certain actions or omis-

sions. The value of these obligations is, of course, dependent
on their contents. But in nearly every case the fact alone

that an obligation has been imposed for a length of time

must be good for the development of international trade,
because the treaty will lend a certain stability to the inter-

national economic relations, while autonomous control will

be subject to sudden changes. This formal stability, which

gives to business calculations a greater security, is in ever}'-

case a great boon, even when the convention is materially
unfavourable. Uncertainty is often, also in mercantile

affairs, harder to bear than unfavourable circumstances or

bad luck. Besides, as a rule, when treaties are unfavourable,
no better result is to be obtained by an autonomous policy.

There can hardly be any doubt that the aim of the

majority of commercial treaties is to facilitate international

trade. They bring order into many irregularities. They re-

move barriers to interchange and inequalities between differ-

ent countries. Many commercial treaties state expressly
that it is their aim to further international intercourse.

The most important treaties are those by which all

powers of the world,or at least the principal civilised nations,

join in common action for the regulation of certain condi-

tions of international intercourse. These are the so-called

International Unions. The following ought especially to

be mentioned, viz., the International Telegraphic Union

of the year 1875, the Agreement about protection of com-

mercial property of 1883, the Postal Union of 1897, and the

Sugar Convention of 1903.
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Certain separate treaties can likewise serve the purpose
of furthering international intercourse : such as are con-

cluded by two nations for the purpose of removing certain

special obstacles to intercourse, as, for instance, the treaty

concerning the construction of the Gotthardt Railway.
The removal of the obstacles promotes, in the first place, the

intercourse between these States, and, indirectly, inter-

national intercourse in general as well. Tariff conventions,
which are concluded only between two nations, belong to

this class if their regulations are extended to other nations

by the most-favoured nation clause. However, this con-

dition is not necessary under all circumstances. Special
treaties between two nations may prove to be the pioneers
of general progress. While the others hesitate, these two

nations go ahead, setting a good example and trying to

induce the others to follow. The courageous resolve to

make a new start has often caused great results.

Next to the system of the "most-favoured nation,"
which has proved to be especially capable of promoting
intercourse and has even prevented many discords amongst

nations, the policy of the
' '

open door
' '

plays a big role in

the economic events of our times. Open door signifies

commercial equality of the various foreign nations in a

country which is not strong enough to shape its own trade

policy. The policy of the open door is opposed to that of

privileges and of spheres of interest.

The effect of such treaties is to simplify intercourse

and to unify its rules. These treaties have also, its they
strive to establish friendship among nations, many favour-

able political consequences and a civilising influence.

The policy of "good-will among nations" stands

against that of international ill-will and jealousy. Full

of the old spirit of mercantilism, this latter |x>licy makes

also use of its means. It creates new obstacles to inter-

course, maintains the old and strengthens them consider-

ably, mostly through autonomous measures ; often, how-

ever, through commercial treaties that are concluded with

x x
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the
' '

adversary
' '

in order to wring from him concessions

and special advantages. While liberalism produces facilities

and concord, the consequences of the opposite policy are

complications and differences and thereby impediments
to intercourse. Liberalism fights for freedom of trade and
for the equality of all parties. The aims of protectionism are

special advantages, monopolies, privileges, rights of reserva-

tion, &c., i.e., injury and disadvantages to others. While

liberalism opens the doors wide and invites every stranger
to enter, protectionism bolts them with anxiety, and lets

the stranger in only exceptionally and against the payment
of a tribute. The amount of this tribute is often fixed

in commercial treaties after considerable quarrelling and

haggling.
In Protectionist countries the governments are always

trying to procure as many advantages as possible for their

own citizens at the cost of foreigners. That hereby in reality

only special advantages are obtained for certain classes, to

the detriment of the whole of the community, need not

be further commented upon. Then commercial treaties

are used as means of extending favourable conditions to a

wider circle
; preferential treaties are concluded with

colonies and treaties of reciprocity among nations friendly
to one another. These treaties may, through the ad-

vantages they offer, promote mutual intercourse. It is,

however, their nature and their object to obstruct the inter-

course with outsiders. The value of the mutual concessions

is carefully calculated and balanced in such treaties. A
facilitation of intercourse that must be " conceded

"
is

not considered a boon, but a sacrifice.

Other measures of this kind are the exclusive reservation

and exploitation of large valuable tracts of country, the

exclusion of foreigners from the intercourse with colonies,

the hankering after privileges and concessions in unde-

veloped countries, such as China, Siam, Morocco, &c.,

and the foundation of spheres of interest. In such policy,

no doubt, the wish for enlargement of political power is
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very often a leading motive. Surely, however, the attain-

ment of special privileges means also exclusion of free com-

petition and obstruction to economic intercourse. The
two different classes of commercial treaties the trade-

promoting and the trade-obstructing are thus clearly

distinguished one from the other. The difference originates
in the different spirit that animates them. All the same,
the power of circumstances is often stronger than the will

of individuals or nations, and the effect does not always

correspond with the intention. Many measures, meant
as exclusive, serve, in the end, the common interest, because

international trade, as soon as one door is opened, pushes
its way in irresistibly, finds unexpectedly new entrances,
and manages with gentle force to open further doors.

It is therefore difficult to say definitely, of many commercial

treaties, whether they belong to one class or the other.

The recent attitude of England, the champion of the

Free Trade movement, in regard to differentiation in trade,
is of particular importance. I may be allowed to refer to

this in a few words. Unfortunately, we have been obliged
to state lately that England does not always stand for

liberty and equality on the world-market. Has she not

tolerated preferential treatment on the part of her colonies ?

Has she not tried to obtain special advantages in China,

Egypt, Thibet, Siam, Persia, Afghanistan, &c. ? Has she

not hindered the investment of foreign capital in her colonies

and possessions ? When Government and other contracts

are tendered for, are not English firms preferred ?

It is difficult to prove everything in a strict sense, and

it is quite possible that the practice of the present Liberal

Government of England in oversea territories differs from

that of their Unionist predecessors, whom I have principally

in view. One is often obliged to judge from incidents and

symptoms. Is it by chance that the investments of German

capital in the non-English part of South-East Asia are three

to four times higher than they are in British East India,

and that the investments of German capital grow larger
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in every part of the world, with the one exception of

Australia ? Do we not hear that the appearance of the

German flag on the Nile or in the Persian Gulf is viewed

with disfavour by England ? Do we not always meet with

resistance on the part of England in our construction of

the Bagdad Railway ? Do we not see that England con-

cludes treaties now with this Power, now with that, in order

to obtain special spheres of interest in Asia and Africa ?

Is not the opening up of our German colonies often retarded

by the unwillingness of England to assist us in our efforts ?

I know that it is not always possible to give clear and

exhaustive replies to such questions. The same measures

often appear in a favourable or unfavourable light, according
to the interpretation of circumstances. Differences are also

possible in the administration of affairs, if there be a change
of Government and officials. And the endeavours of

England to obtain special privileges can also partly be

explained by the efforts of other nations Germany, for

instance to secure similar advantages. However, this may
be, many facts of this English policy cannot be explained

away, and they provide the Protectionists of all other

countries with welcome arguments, throwing suspicion on

the Free Trade policy of England.
We Free Traders must turn our special attention to

these spheres of misunderstandings and inconsistencies.

We must try to arrive at complete consistency and absolute

clearness. For a single ambiguity that remains, dis-

credits the whole system and impedes very much the pro-

paganda for the principles of Free Trade.

If some people try to justify the policy of privileges

and spheres of interest on pure political grounds, such

argument does not seem to me conclusive. Protectionism

and Imperialism are often considered as bound up together ;

sometimes people do not even hesitate to accuse Free

Traders of lack of patriotism. In my opinion, however,
the policy of liberty, equality, and let us, without hesita-

tion, add the third fraternity in international intercourse
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is quite consistent with a sane and sound Imperialism,
not to speak of patriotism. Nations such as the English and
the German, for whom the home-country has become too

small, must have recourse to expansion, and therefore

are obliged to think and feel Imperially. They must feel

responsible for their kinsfolk, who live and work far away
from their home-country, but are connected with it by
numerous intellectual, moral, economic, and political ties.

This responsibility seems to me to be the essence of Im-

perialism, i.e., an amplified patriotism. Such policy im-

plies, however, by no means hostility to other nations. On
the contrary, it is easily reconciled to the spirit of inter-

national
**

good-will."

I know there are many Free Traders in England and also

in Germany who do not like the word "
Imperialism."

But I cannot see why a Free Trader should not also be an

Imperialist. I even think that he who endeavours to

promote international trade must pay an increasing atten-

tion to international politics. There are ardent Protection-

ists in Germany who look with displeasure upon the growth
of the oversea interests of Germany, and deplore the necessity
of strengthening the political force, especially the Navy, of

Germany for the protection of these interests over the sea.

Just for solving international economic problems, which

also possess a great political importance, we should recom-

mend the conclusion of international treaties, which involve

open negotiations and create deftniteness and security.

Of course, I must confine myself to sketching some

general outlines and principles. Each problem that turns

up in the history of mankind, often quite unexpectedly,

requires a special careful examination.

The inferences to be drawn by the Free Traders of all

countries from what has been said are plain. Our task

is, in the first place, an educational one. We must above

all work for the friendly regulation of international economic

relations, and explain the great economic, social, political,

and educational advantages of international intercourse.
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In practical politics we must support all measures that

promote the international division of labour. For this

there is always occasion, even in countries that still cling

to Protection.

Even in Germany this is possible, and it is often done.

It is, perhaps, not superfluous to point out here that Germany,

even official Germany, although she has turned Protec-

tionist and has recently increased the duties, is not by any
means to be reckoned among the extreme partisans of Pro-

tectionism. The German Imperial Government has
' ' two

souls in its bosom." The one is pushing its way out in the

open on the great ocean to far-away zones. It is inspired

by the grandeur of universal intercourse, in which Germany,
after England, takes the greatest part, and it proclaims the

principle of the open door.
" Unser Zeitalter steht im

Zeichen des Verkehrs."
"

Unsere Zukunft liegt auf dem
Wasser !

' : The other soul is in the bonds of a wretched

routine policy. It must remain mindful of the power of

the reactionary party, which, through historical causes

and principally with the. aid of an unjust and antiquated

franchise, holds the helm. It lets itself be intimidated

by faity-tales of various dangers American, All-British,

Yellow and seeks to protect at home German labour

that competes successfully on nearly all foreign markets

in face of a much keener competition. At present the

German Imperial Government has submitted to be forced

into a policy of reaction by the small but powerful party
of agrarian and industrial Protectionists. But whenever

the agrarian and certain industrial interests do not seem

to be threatened, the official German trade policy is not

by any means opposed to international trade. Germany
has always been found ready to co-operate in the peaceable
solution of international economic problems. She has

already often taken the initiative and given the signal for

commercial progress and the regulation of important
economic matters. The German Imperial Government
has attempted even in later times to remove certain
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obstacles to international intercourse through commercial
treaties

; Germany tries to conclude customs conventions
for a long time ; she sticks and this is not to be under-

r.itrd to the most-favoured nation clause
; she pro-

< l;iims the principle of the open door for her oversea

policy ; she abstains from introducing preferential tariffs

in her colonies
;

she uses with great moderation her right
to retaliate. It would be unjust not to acknowledge this.

And the German Free Traders are thus often enabled to

sanction and to support the foreign trade policy of the

German Imperial Government.

But, of course, we cannot be satisfied with this. Again
and again we must fight for the abolition of the Protec-

tionist duties an abolition that can, of course, only be a

gradual one, if we do not want to cause violent disturbances

in German economic life.

Let us hope that our work will not be rendered more
difficult by new Protectionist measures in England. Let

us also hope that what still remains of the spirit of old

mercantilism in English foreign trade policy a constant

challenge to us Germans to retaliate will be removed.

When England and Germany make up their minds to

pursue an equal and truly liberal trade policy in every

sphere, the other nations will soon follow them. And

through the generalisation of the system of commercial

treaties it will be possible to solve easily and amicably

many problems which may lead, without this help, to

dangerous international complications.
Dr. BREITSCHEID (Germany) spoke in German, and was

translated as follows : Though foreign languages are

among the very few things which can be introduced

free of charge into Germany, I have not mado suffi-

cient use of my freedom to learn the English language
well enough to address you in English. Therefore, I speak
in German, my native language. In spoaking to the

subject, I desire to underline one sentence in Dr. Arndt's

paper namely, that Commercial Treaties do not explain
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the commercial policy of a country. It all depends on

what kind of treaties they are, in what spirit they have
been made. Treaties, as we know them now, are generally
tariff treaties, and they serve the purpose of bridges joining

together different tariff countries. In Germany we have

had a great opportunity of studying different forms of

Treaties. German Commercial Treaties are associated

with two names, the names of Chancellors Caprivi and
Billow. As to the Treaties made under the regime of

Chancellor Billow, two arguments in support of them
were advanced at the time when they were proposed. It

was stated that they would add to the stability and
smoothness of commerce, and commercial men were

informed that though they might not be in favour of them,

yet they would agree that for twelve years they would have

under them a period of quietness and rest. That is

equivalent to saying to a man whom you are going to

imprison for twelve years : "Of course, it may not be

agreeable to you, but, nevertheless, for the space of twelve

years you will have a nice period of quietness and rest."

The Government has tried to make these Blilow Treaties

acceptable by stating that they are merely supplementary
to the Treaties of Caprivi. At first it looked as if they
were to have no bad effect. Of course, the prices of

food and the prices of raw materials went up, but they
went up at a time when the whole industries and commerce
of the world were in a state of great prosperity, and there-

fore the rise in the prices of these commodities was not

much felt. But when the crisis supervened, it was very
soon found that the high prices pressed very hard on the

industries, and that they made the crisis much more acute

than it would have been had the tariff not been raised. If

commercial men were inclined at first to regard the Treaties

lightly, they afterwards came to realise how serious were

their consequences for German commerce and industry.

These Treaties have, also, other consequences than

their effect on prices. If you raise the tariff on corn from
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3 marks 50 up to 5 marks and 5 marks 50, you have to

expect that other countries which are hit by those tariffs

will retaliate upon you and put higher duties on German

goods ; and this has taken place.

Business men are now coming to see the marked contrast

in the effect of these measures passed under Chancellor

Billow as compared with the effect of the Treaties of Caprivi.
Under these latter Treaties it was found that German com-
merce increased to a great extent, that Germany enjoyed a

great measure of prosperity, because under Caprivi the

duties were lowered.

There is another point that I wish to accentuate. When
the Treaties of Caprivi were in force, the emigration from

Germany to other countries very largely diminished. I

should like to refer to a letter which appeared in The Times

yesterday, written by a gentleman whose aversion to foreign

goods seems even to extend so far that he has changed his

name, that was made in Germany, to an English name.
In that letter the writer tries to prove that emigration from

Germany has decreased while emigration from England is

on the increase. But the figures which he uses have

absolutely no bearing on his point.
There are some people who are rather disappointed by

the result of these high tariffs. They say that the tariffs

were all right, but that our intermediaries have been

bamboo/led by their adversaries during the negotiations
for the new Treaties. This raises another aspect of Tariff

Reform, namely, the way in which Treaties between Pro-

tectionist countries are arrived at. Each party raises its

tariff as high as possible for the purpose of having something
to bargain with. They come together and bargain like little

shopkeepers in a back street, each trying to get the better

of the other. There is no pretence that for purposes of

Protection the duties need be as high as they are made.

They are to be used for purposes of negotiation only. But

when the negotiations fail, the duties remain.

I should like also to refer to an article in The Nation,
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ill which it is stated that the idea seems to be gaining

ground that commerce is not an act of peace among nations,
but an act of hostility. And no doubt where Tariffs

prevail this is their real effect. The Protectionists in

Germany call the tariff an armour. We want, they say,
a strong armour if we wish to get the victory. But for

negotiating Commercial Treaties a strong armour is not

always an advantage : it is for the most part an actual

impediment. I can give you some examples. Take,
for instance, Denmark. It is very difficult at the present
time for Germany to conclude a Treaty with Denmark,
because the German farmers are absolutely opposed to

any reduction of the German tariffs. Then there is the well-

known example of Canada. Canada has been for the

last ten years in a stale of tariff war with Germany, and

during the years 1902 and 1907 the trade between these

two countries has gone back 10,000,000 marks.

In conclusion, I urge that it is our first duty to propagate
the idea that commerce is an instrument of peace, and

that any tariff you may devise will only make peace more

difficult and will hamper you in your relations with other

countries. I hope that when another Free Trade Congress
is held in London the German delegates will be able to appear
before you as representatives of a Free Trade country ;

and

the German Free Traders are disinterested enough to

hope further that at that time England will still be true

to her present opinions, and will still remain a Free Trade

country.
Dr. BARTH (Germany) : Allow me to make a few

remarks concerning the relations between the English

self-governing Colonies and the Mother Country. You
know that there is a widespread opinion that the autonomy
enjoyed by the Colonies is something like a concession

to Protectionist principles from the side of the' English
Government

;
and I believe that it is of importance to

guard against the spread of this opinion, which prevails

widely on the European Continent, and in Germany too.
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It goes without saying that we on the Continent would
like very much to see removed all these differential duties,

which are the result of the preference policy ; but I believe

we are wrong when we say that they are a concession by
England to Protectionist ideas. They are, in my opinion,

nothing else than a concession to the idea of autonomy,
for it belongs to autonomy that those who enjoy it can do
what they like, even if what they like is to make tariffs.

Our duty is to convince the self-governing Colonies of

England that they would do better to adopt the same Free

Trade Policy as the Motherland has
;
but it is we who have

to do this, it is we who have to appeal to the statesmen of

your self-governing Colonies. We have no right to ask

England to do it, nor have we any right to charge her with

going back to Protectionist principles if she does not do it.

I only want to say this because I am a friend of Justice,

and I do not like to see our English Free Trade friends

blamed for something for which they are not responsible.

M. Louis STRAUSS (Belgium) spoke in French, and

urged the importance of Commercial Treaties because,
while they do not prevent the further reduction or abolition

of duties, they do prevent their increase. They put a

barrier to reaction, while they leave the way open to

progress. He hoped that Great Britain would make a point
of concluding as many Commercial Treaties as possible, so

as to prevent Protection gaining ground.
M. JULIUS HAYEM (France), speaking in French, made

an eloquent allusion to the fact that goods were not dead,
soulless matter, but the materialisation of the industry, the

art, the genius of a nation. They brought the consumer

closer to the producer, and if producer and consumer

belonged to different nations, then they brought nation

closer to nation.

When Protection was first introduced into France, they
were told that it would never increase in amount

;
but it

had increased, and now had struck its roots deep in the

industrial life of the country. He used the French example
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as a warning to Great Britain, because if Protection had

grown in France, it would also grow in Great Britain if it

were once introduced. He appealed to the British to use

every means in their power to prevent the growth of the

spirit of Protection.

He alluded also to the great political advantages arising

from the entente cordiale with France, and remarked that the

exchange of commercial products would be the best means
of perpetuating the entente. To facilitate this political as

well as this commercial end, he advocated the bringing
about of a new and an improved Treaty of Commerce with

France. He mentioned that the Chambers of Commerce in

both countries had moved in this direction, and read some
of their declarations. , But other organisations besides

Chambers of Commerce must act
;

all classes must interest

themselves in the matter
;

and he concluded by urging
that this should be done before the next International Free

Trade Congress.
M. EDOUARD SEVE, speaking in French, said : I have

been presented to you by our most honoured Chairman by
my title of Consul-General of Belgium. I am here in

virtue of my being one of the oldest honorary members of

the Cobden Club, and it is solely in that character that I

present myself to you, for I cannot forget that Free Trade

has become the subject of political and party strife in the

United Provinces of Belgium. I cannot, however, refrain

from reminding you that for more than thirty years I have

had the honour of representing the Cobden Club at various

International Congresses, and that still longer ago, at the

International Congress of Commerce and Industry that

was held at Paris, and of which I was one of the Presidents,

I proposed that nations should have only three articles in

their Treaties (i) Perpetual peace between the High

Contracting Parties and their Citizens
; (2) all differences

to be settled by arbitration
; (3) the High Contracting

Parties to come to an agreement with respect to the measures

to be taken for the working of the Court of Arbitration.
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These points once established, nations could make every
kind of subordinate agreement among themselves.

As regards the question of Commercial Treaties, which
is actually under discussion in your important debates, I

think it should not be settled without the addition of a very
detailed Tariff which should be valid for at least twenty
years. It is impossible to satisfy International economic

interests if the administration of the Customs of one country
is permitted to impose surtaxes on bonded goods revisable

at short intervals. The addition of a Tariff to the Treaties

of Commerce would permit of the abolition of the most-

favoured nation clause.

In this connection it is not uninteresting to recall that

the first Treaty of Commerce signed between England and

the United Provinces of Belgium dates from 1274, and

that important agreements with regard to exchange wen*

concluded in the first half of the fourteenth century by
Edward III. at the time when Van Artevelde cemented the

entente cordiale between the two countries.

I am not qualified to tell you what will be the next

Treaty of Commerce between our two countries, which

have always pulled together, and which have cherished

noble aspirations towards commercial freedom ;
but if it

were my mission to formulate a plan, be assured that I

should make every effort to unfold the banner of Free

Trade, for it is by the definite adoption of that principle

that humanity will finally enter the era of Peace.

THE PKINCE DE CASSANO (Italy) urged that though
Treaties of Commerce might be, and probably were, a

remedy against increases in the Tariff, they should never-

theless not advocate them, but go rather for Free Trade,

which was the best and final remedy.
Mr. ALEXANDER McFEE (Canada) spoke in explanation

of Canadian commercial policy.

The Congress then adjourned till 2..]o p.m.



EIGHTH AND FINAL SESSION.

SUBJECT : THE ESTABLISHMENT OF A PER-

MANENT INTERNATIONAL COMMITTEE FOR THE

PROMOTION OF FREE TRADE.

Mr. J. A. MURRAY MACDONALD, M.P. : The Committee

of the Cobden Club invited delegates from the various

countries represented at the Congress to form a Committee

in order to consider the sixth subject of the Programme,
and to submit to the Congress a report upon it. That

Committee held three meetings, and now begs to submit

the following resolutions :

i.
i( That the following be provisionally appointed an Inter-

national Committee for the Promotion of Free Trade.

AUSTRIA .... Kaiserlicher Rat Adolf Schwarz.

,, .... Dr. Alexander Ritter von Dorn.

AUSTRALIA . . , Senator Pulsford.

,, ... Mr. Max Hirsch.

,, , ;.
. Mr. A. Salaman.

BELGIUM . . . Monsieur Louis Strauss.

,, ... Monsieur Charles Corty.

CANADA . . , ,",, Mr. J. Martin, K.C.

DENMARK . . ,..
Mr. Peschcke Koedt.

FRANCE .... Monsieur Yves Guyot.

,, ... Monsieur Gustave Schelle.

GERMANY . . . Dr. Barth.

,, ... Professor Lotz.

HOLLAND . . . Baron d'Aulnis de Bourouill.

,, .... Dr. A. Heringa.
HUNGARY . . . Professor Mandello.

574
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ITALY .... Professor Gaetano Mosca.

,, .... Signor Edoardo Giretti.

NORWAY . . .

RUSSIA .... Professor Ivan Oseroff.

.... Professor Vladimir V. de Sviatlowsky
S\M:DEN . . . Professor Cassel.

... Baron C. C. son Bonde.

SWITZERLAND . .

SPAIN .... Don Pablo Bosch.

, . . Don An. Rodriquez.
UNITED STATES . Hon. John de Witt Warner.

,, . Mr. Harvey N. Shepard.
COBDEN CLUB . . The Rt. Hon. Lord Welby, G.C.B.

. . Mr. Alfred Mond, M.P.

. . Mr. Russell Rea, M.P.

,, Mr. T. Fisher Unwin.
. . Dr. Baskett.

,, ,, . Mr. J. A. Murray Macdonald, M.P."

2.
" That this Committee be instructed to make arrange-

ments for summoning a Second International Fn e Trade Con-

gress to meet in 1910 at The Hague, Brussels, or Antwerp, and

that the place of meeting and preliminary arrangements be

left in the hands of the representatives of Belgium, Holland,

and the Committee of the Cobden Club."

Both resolutions, on being put to the Congress, were

carried unanimously.
The CHAIRMAN : This concludes the formal business of

the Congress.
Mr. HARVEY N. SHEPARD (U.S.A.) : I am quite certain

that we do not wish this Congress to disperse without some

expression on our part relative to its work.

About a year ago Mr. Russell Rea very kindly invited

to a dinner party, given by him at the House of Commons,
Mr. Warner and myself, who then happened to be in

London. That dinner was graced by the presence of the

then Prime Minister, the usefulness and promise of whose

public career has since unfortunately been cut of! by death.

The Peace Conference had met at the Hague, and Mr.
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Warner suggested for the consideration of those who were

present the advisability of a gathering of those who were

interested in Free Trade, in order to demonstrate how
much commercial intercourse among the nations has to do
with the peace of the world. That suggestion met with the

favour of the Prime Minister and all those who were present,
and now as a result, thanks to the painstaking work of the

members of the Cobden Club, we are gathered here together,
and I am sure that we want to record our satisfaction with

the result of this first International Free Trade Congress,
and with the testimony that has been brought here from

all parts of the civilised world in support of the principles
of Free Trade.

Our meeting will, I believe, be of great moment in the

history both of industry and of peace. The proceedings of

this Congress have been conducted on so high a plane as to

render easy and assured the success of the next International

Free Trade Congress, provision for which you have just

made. It is a matter of no little moment that gathers so

many people from so many parts of the world, some of

them from very long distances, in some cases at great

expenditure of time and money, and for what ? For no

selfish purpose ;
for no purpose from which there can come

to them the least individual gain, but wholly for the good,
not of any one nation, but of our common humanity. The
seed which has been sown here, I doubt not, will spring up
in an abundant harvest, especially when what has been

said has been printed, and has been put in circulation in

different parts of our world. Our discussions will make, I

doubt not, for the progressive development of our civilisa-

tion to the final and assured triumph of the principles of

Free Trade Free Trade among the nations of the world.

And it seems to me, Gentlemen of the Cobden Club,
that you also may take to yourselves great satisfaction

with the work of this Congress. The burden of preparation
has rested upon your shoulders. No one but yourselves
can know how much that means. It is at least some
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remuneration that men and women have come here from

every part of the civilised world to lay at the feet of England
our tribute of admiration and respect for the unflinching
stand which the English people have made for more than

sixty years past for freedom of commerce.
I beg leave, in conclusion, to offer this resolution for

your acceptance :

"
Resolved that this Congress is under the'deepest obligation

to Lord Welby for the dignity and tact with which he has pre-
sided over its deliberations

;
to Mr. and Mrs. Russell Rea for

the Opening Reception with which our meeting was so happily

inaugurated ; and to our Secretary, Mr. J. A. Murray Macdonald,
to whose effective zeal was so fortunately committed the organisa-
tion of the Congress.

"And le it further restlved :

"
That the Secretary of the Congress be instructed to convey

to Lord and Lady Brassey, and to Lord and Lady Carrington,
and the Committee of the National Liberal Club, an expression
of appreciation of their hospitality and special courtesies to

the Congress ;
to the City Liberal Club for admitting the members

of the Congress to its honorary membership ;
to the First

Commissioner of Works and Mrs. Harcourt and to Mr. and

Mrs. Fisher Unwin for their invitations to their homes at Nune-

ham and Midhurst ; to the Prime Minister and the President of

the Board of Trade for their participation in the deliberations

of the Congress, and for the notable service to the cause of Free

Trade which they thus rendered ;
and to the Cobden Club for its

timely recognition that Free Trade has become the common
cause of the civilised world."

Lord Welby is too modest to put these resolutions

before you for your consideration. I ask, therefore, your
consent that they may be now considered by you.

Dr. THEODOR BAR ni (Germany) : Ladies and Gentlemen,
Allow me to say a few words in support of, and in addition

to, the eloquent appeal of our American friend. I want
to say these words particularly with the consent of the

German-speaking and German-understanding delegates ;

oo
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therefore, I hope you will not take it as an unfriendly act

if I use in this case my native tongue.

Dr. Barth then continued his speech in German, of

which the following is a translation :

International Congresses are to be compared to a sea

voyage. You know very well where and how you start,

but not whether and how you will arrive. The boat may
run on sands or suffer damage in a storm

;
the passen-

gers may become seasick.

Our good ship the Congress has come out of all these

dangers splendidly. The merit of this is due chiefly to the

admirable handling of the boat by her distinguished and

experienced captain, Lord Welby ;
her excellent first

engineer, Mr. Murray Macdonald
;
and her prudent purser,

Mr. Russell Rea. Moreover, we have to thank likewise the

other officers of the boat, as well as her crew down to the

stokers in the engine-room, who have all the time kept us

provided with fresh fuel.

Our good ship the Congress has now safely arrived in

port, has brought in a valuable cargo of convincing proofs
of the necessity of Free Trade, and is getting ready for a

new voyage in two years. Nobody knows yet what is

going to happen in these two years, but we may be sure

that there will be enough to do by us Free Traders, both

in the way of attack and defence. Optimists on principle

as we are, we firmly believe in our final success, in the

triumphant victory of common sense, in the superiority of

the principles of economic justice in a word, in the

blessings of Freedom of which Charles James Fox said on

one occasion, more than one hundred years ago :

"
I firmly believe in the salutary effects of freedom. But,

even should this belief be erroneous, it is, nevertheless, true

that this belief has contributed more to the development of

human civilisation than all the acts of the representatives of

coercion and force."

I think I speak the mind of all those present when I
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state that we leave this place strengthened again in our

belief in Freedom, and with the firm resolve to throw open
the gates to Liberty.

M. Louis STRAUSS (Belgium) spoke in French, and was
translated as follows : I am charged with the agreeable
mission of speaking on behalf of the Latin races, and

being on the extreme northern limit of these races, and on
the frontier of Holland, I take upon myself also to speak
for our Dutch friends. M. Guyot the other night spoke on

behalf of Belgium, and to-day I, as a Belgian, am speaking
on behalf of France.

Unfortunately, even Free Traders cannot avoid the

necessity of parting, but you are parting to-day with the

satisfaction of having demonstrated great truths. You
have shown conclusively that even with equal money wage,
workers are better off in Free Trade countries ; you have

shown that the cause of Free Trade is the cause of human

solidarity. You have shown that the ideas of progress,

liberty, and justice, when adopted by Governments, must

inevitably lead to Free Trade, and you have also witnessed

the great work that the Cobden Club has done in proclaiming
these principles.

We have spent pleasant days ;
we have worked excel-

lently thanks to the admirable skill with which the debates

of this Congress have been conducted by its officers and

in addition to our work we have also strained ourselves to

the uttermost to respond to the bounteous and almost

unlimited hospitality which has been shown to the foreign

delegates since their arrival in England.

M. Strauss then read a letter to M. YVES GUYOT from

M. Frederick Passy, who, being eighty-six years of age,

was unable to attend the Congress, as follows :

" MY DEAR GUYOT,
I have had read to me in the Stcclc of this morning

your very interesting chronicle devoted to the two ( ongresses

in which you take and \\ill continue to take so important a
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part. It increases my regret at my inability to take my place

as I had wished, among our French colleagues.
"
Will you, in the unfortunately enforced absence of the

two Presidents of the Society of Political Economy, of which

you are the official representative, take an opportunity of

expressing my very cordial sentiments.
"
I had thought of writing direct to the President of the

Free Trade Congress, but it will be sufficient if you, in your

capacity of colleague and collaborator, will be kind enough to

repeat my ideas and my convictions, with which you are well

acquainted.
" At the same time I would pray you to present my grateful

salutations to those Englishmen whom we have had the honour

of receiving in Paris on various occasions, such as Lord Brassey,

Lord Avebury, and others.
"
Present also my kind regards to our friends Giretti and

Louis Strauss, and remember me cordially to Dr. Barth, who
was in 1890 one of three foremost Germans who dared to

come to take part in the Inter-Parliamentary Conference, and

who has never ceased, however much he has suffered for it,

to fight for liberty and peace.
"
It is well that those who work for the good of humanity

should know that their efforts are followed with sympathy,
and that, though it may not always be possible to thank them,
what they do is followed by their distant fellow labourers with

affectionate gratitude. Alas, this more and more becomes

almost all that I can do for them."

Mr. HARVEY N. SHEPARD put the resolution to the

Congress, and, amid cheers, declared it unanimously

adopted.
The CHAIRMAN : Mr. Shepard has put upon the officers

of the Cobden Club a somewhat heavy task, for it lies

upon us to return thanks for all those gentlemen and those

institutions that have been proud to offer our friends,

from abroad hospitality during the last few days. But,
above all, I must say one word with respect to Mr. Russell

Rea and Mr. Murray Macdonald. We of the Cobden Club

know fully how deeply the Cobden Club and this Congress
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upon as almost the originator of the idea of this Congress.
But so far as the carrying out of the preparations for the

Congress are concerned a work of no small difficulty and
no small labour here again we of the Cobden Club can only

express our extreme gratitude to Mr. Murray Macdonald,
who .has been the living soul of all.

The Congress has been a very great experiment. It

was an experiment which was intended to test whether
Free Traders throughout the world could be brought to

act together. At the present moment we are only too

much aware that Protection has lifted up, and is lifting up,
its head again in this country. I notice that a statement
I made at the opening of the Congress to this effect has

been described by the Protectionist Press as a jeremiad.

Now, let me at once say, on behalf of everybody here, that

we are not Jeremiahs. We have got nothing over which
to utter a jeremiad, because we are confident in our cause.

But we of the Cobden Club have to thank to-day our friends

who have come from abroad. We are proud to think of

the manner in which the eminent men from every part of

the world have addressed us, the manner in which they
have responded to the appeal we have made to them.
The response which they have given to that appeal is one
to encourage us

; it is one also to encourage all their friends

and followers throughout the world. It is one that ought
to give us courage for the future, and lead us to the hope
that this, at all events, if it is an experimental Congress,
will only be the first of a series of Congresses, in which the

advocates of liberty and freedom throughout the world
will meet. And I may say I hope that the result, so far

as it has gone, has been as satisfactory to our friends as it

is to ourselves.

Speaking for ourselves, we cannot express too strongly
our satisfaction at what we have heard and what we have
learned. We hero have learned much of the evils under
which countries, subjected to restrictive tariffs, labour,
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and it is a very good thing that all Free Traders should

learn, and have ever before them, what those evils are.

We have learned much about what I fear is almost the

greatest evil attending Protection the corruption, the

lobbying, the glorification of self-interest, the combination

of trusts and of capital directed to ill purposes, which

flourish wherever there is a restrictive tariff. They are

truly noxious weeds those that germinate in the baneful

atmosphere of Protection.

But if we want to fight these evils, the first thing is to

obtain that free interchange of ideas out of which alone a

well-instructed and healthy public opinion can be fabricated.

And the interchange of opinion which has taken place
between us here at this time has, I think, had that satis-

factory result, and now I hope that we may look with

confidence to the fact that we have established a Federa-

tion of Free Trade.

There is one other thing that has come out of this

Congress. It has brought home to us what is one of the

great secrets of Free Trade, that we, who are Free Traders,
are members of one great Commonwealth throughout the

world a Commonwealth animated by the same spirit and

working for the same objects a Commonwealth the

members of which rejoice when their neighbours flourish,

because when their neighbours flourish they themselves

flourish.

Free Traders repudiate those narrow ideas which are put
forward by Protectionists, the narrow ideas that one nation

is the enemy of another nation
?
that there is only a limited

amount of trade to be got, and that every pound got by one

nation is robbed, I might say, from another nation. It is

that idea which has been so sedulously propagated by the

enemies of Free Trade, and which, if it spreads, is so full

of bad omen for the future well-being of the race. We, at

all events, as Free Traders, repudiate any such idea as

that, and I was delighted to hear how my friend, Mr.

Harvey Shepard, dwelt upon the fact that freedom in
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every sense is the aim of every good man in the world ;

and freedom, as far as we arc concerned, means absolute

freedom of trade. To my mind, Liberty is the keyword
of Free Trade liberty on the part of the consumer, liberty
on the part of the trader.

It used to be said in old times, "The liberty of the

Press is the air we breathe.*' I will slightly alter that

phrase, and say with all my heart that I believe Freedom
of Trade is the air that we breathe.

Mr. RUSSELL REA, M.P. : I rise to thank you with the

embarrassment which is natural to one who has heard his

small services magnified by too kind words of appreciation.
What we have done here, what the Cobden Club has

done- if I may follow the example of Dr. Barth and deal

in metaphors, with less skill than he has been to provide
the carcase, and you have breathed into the carcase the

breath of life. We have provided a casket, and you have
filled it with jewels, and now when you separate and go
home it will be our task the task that still remains to us

to have these jewels proj)erly set, and to have them duly

exhibited, so that others may admire their beauty and

gather what profit they can from their study.

We have this week discussed the fallacies of Protection.

There is one fallacy the greatest fallacy of all that we
have scarcely touched upon, and that is the fallacy of the

Protectionists in imagining that they have got a winning
cause.

What is the object of Protection ? The object $ of

Protection is the isolation and concentration of nations, to

make each political community self-sufficing, to buy nothing
that they can produce, either reasonably or unreasonably,
within the limits of their own territory, to gather all their

resources together, so that they may make war with the

least possible inconvenience.

What has been the course of events in the world ?

Are these things coming to pass ? Do we not know that

the very opposite is coming to pass ? When the communica-
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tions between nations are extending, when international

trade is growing by leaps and bounds, what must be our

conclusion ? That the Protectionist is fighting against
forces which are far stronger than he, far stronger than his

creed. We see the growth of communications, the extra-

ordinary cheapening of transit, the growth of intercourse

and the intellectual appreciation of one people by another,

and, above all, the perfectly miraculous increase in the

habit of travel. All these are forces which are bringing the

nations together, and they are forces stronger than any
fiscal policy.

We have this great satisfaction, this great confidence,

that we know that in advocating our cause we have on our

side the great movements of humanity and of destiny.
Mr. J. A. MURRAY MACDONALD, M.P. : I have gratefully

to acknowledge the kind things that have been said with

regard to my work. They have been far kinder than any-

thing that I have done has merited ; and even if my
services had been greater than they were, I should have
been amply repaid for them by the way in which you have

acknowledged them. While I thank you, I must not

allow the Congress to separate without expressing my
acknowledgments to those who ha^e really made it the

success it has been.

In the first place, there is my Committee the Committee
of the Cobden Club. All I need say of it is that no man
in my position ever was supported by a better Committee.

Then, too, we have had the invaluable assistance of the

Committees that were formed in most of the countries that

are represented here. Without their help it would have

been impossible for us to have gathered together so influential

and representative a Congress as we have actually had.

Nor ought we to omit an expression of our indebtedness

to the writers of the papers submitted to us. Lord Welby
in what he has said referred to them, and it is they, after

all, who have contributed by far the largest part to the

success of the Congress.
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Nor does that exhaust the list of those to whom wt .in-

indebted for assistance in the preparations for the Congress.
It would not be fair if I did not say something in praise of

those who have been at work in the offices of the Club.

Miss Hayland had a very great deal to do with the earl in

-4<'s of the work, and in the later stages Mr. Hecht has

been absolutely indefatigable ;
and I want here to express

to them both my personal acknowledgment of the loyalty
and zeal with which they have carried out their work.

And now one other and only one other word. We met here,

most of us, at the beginning of this week, as strangers. I

hope we part as friends. We, who represent Great Britain,
\\ill certainly retain the friendliest feelings for those from
other (MUM tries who have honoured us by their presence.
Nr is that all. We will do our utmost, as we move about in

our own country, to inspire others with the same friendly

feelings that we ourselves entertain for the countries that

have been represented here. And may I express the hope
that our foreign friends will take away with them into

their countries the same friendly feeling for us that we
entertain for them ? It is, after all, to these closer personal
relations that we have to kok for no small part of the

success or failure of a Congress like this. If it is successful,

it becomes the means of knitting men of different nations

more closely together, and thus also becomes, in a humble

way, the means of furthering the civilisation of the world.

It helps to remove the differences that keep nations apart,
and to bring into evidence the interests that bind them

together.

England has done much for the world. I think we can

say that without any self-glorihcation. Germany does not

glorify itself when it tells us that Luther has done much
for Protestant Christianity. Luther has, in the lapse of

time, become ?i great influence in the world, no more
German than he is English. And I repeat that we can

without self-glorification say to our foreign friends that

the world owes a great deal to England. She is the mother
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of free institutions. She has provided the model upon
which* all free Governments have been framed. In some
sense she may be said to have led the world in the various

paths of freedom. Arid in doing this she has often stood

alone. She stands alone now in following the path of Free

Trade
;
and the world will owe her no small added debt

if she continues steadfastly in that path, confident that it

is the path of advancing human civilisation, and that

sooner or later the world must follow her in it.

I end, as I began, with an expression of my own gratitude
to the foreign members for the kindness with which they
have received me, and of a hope that they may retain a

friendly feeling for me.

Alderman THOMAS SNAPE (Liverpool) : There is an

opinion expressed around me that we ought not to separate
without voicing our appreciation of the admirable way in

which the speeches have been translated by Mr. Smith.

The CHAIRMAN : That is an opinion that I am sure we
shall all cordially endorse.

The Congress then terminated.
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Need of Protection for Agriculture, Prejudice strongly held in Italy. 77
for particular products see their names

Algeciras Act
Commercial Treaty, 555

America
see United States

Armaments, burden of Increase due to I*rotection. Economic disarma-
ment the necessary precursor of military disarma-

ment. 5, 16. 28, 49
Arndt, Professor (Germany)

Commercial treaties

Foreign affairs in general, relation to, 556-7
Moaning of phrase. 553-^6
Value of, in regulation of international intercourse, 558-63

Dual Trade Policy of Germany, 566-7
Gothein's. Herr, paper Summary *ubmittcd by Professor Arndt,

81-164
Imperialism and Free Trade. 564-5
United Kingdom, Divergence between Free Trade Professions and

practice in the Colonies, etc.. 563-4
587



588

Artizans
Position of, in Protective countries Germany, 140-1

Asia

Agricultural Interests of Middle Europe, competition with, 362, 365

Asquith, Mr.
V^obden's economic creed, 39
C6nversion of United Kingdom to Free Trade due to economic

necessity, 41
Domestic and International aspects of the Free Trade question, 45, 46
Fallacies of Protection, 39, 41
Foreign Countries, Free Trade in, 40
Foreign trade of the United Kingdom, 42
Social Reform and the Revenue producing capacity of Free Trade

finance, 43-5
Vote of thanks to, 577

Atkinson, Edward
Growth of United States iron production Prediction, 437

Australia

Comparison of economic results of Protection and Free Trade in

Victoria and New South Wales
Agriculture, Area under cultivation Tables, 190

Deductions Failure of Protective State to maintain its lead,

191-2, 219
Capital, Employment of and Output in Factories Tables, 187

Improved methods and machinery, influence of Protection

preventing adoption of, 188, 211, 219
Inability of Protective State to maintain its lead, 177-8
Productivity of labour Reduction in Protective State,

189, 211, 219
Total wealth created Advantage of Free Trade State,

189

Consuming Power of the People, Annual consumption per head
and total consumption Tables, 203, 204

Deduction Lower wages and lower purchasing power of

wages resulting in lower capacity for consumption
of Protective State, 204-5, 2I9

Deviations from Free Trade in New South Wales, 172
Economic conditions in the two States, similarity rendering

comparison possible and valuable, 171, 172

Modifying factors Balance of advantage largely in favour
of Victoria, 172, 173, 174

General Production Table, 190
Deduction Free Trade State more and more out-distancing

Protective State, 191, 219
Imports and Exports Tables, 207

Deduction Lower excess of exports over imports, con-

sequent higher rate of increase of indebtedness
to foreign creditors of Protective State, 208, 220

Incomes of the People Table, 205
Deduction Advantage of Free Trade State in all grades

of income, 206, 220
Industrial Development, see subheadings Capital, Labour and

Uneconomic employment of capital and labour
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Australia (cont.)

Comparison of economic results, <&c. (cont.)

Labour, Employment in factories

Number of operatives Tables. 179-181
Deductions Failure of Protective State to maintain

its industrial lead, 182-4, 219

Regularity of employment Tables, 184, 185 y
Deduction Greater regularity and steadier increase

of employment in Free Trade State, 185-6, 219
Women and children Displacement of males by in Pro-

tective State, 184, 1 86, 219
Manufactured goods, Protection confined to, 200

Population, Movements of Tables, 174-6
Deduction Superior attractiveness of Free Trade State,

176-9, 219
Prices of Commodities, wholesale and retail Tables, 195-200

Deductions
Burden imposed on people of Protective State Lower

purchasing power of wages, 200, 201, 202, 219

Locally made articles, increase in price applying to.

equally with imported articles, 200, 202

Protection in Victoria, Date of adoption, gradual increase of

tariff, 172

Summary, 219-20
Uneconomic employment of Capital and Labour in Victoria,

Examples of Manufacture of Spirits, Raisins and
Currants, Wax Vestas and Sugar Tables. 208- 1 1

app. i-iv., 220

Deduction Loss to Revenue and tax on Consumers, 212-4.
216, 220

Naturally productive industries, Effect on, 214-6, 220

Wages
Deduction from Statistics Advantage for Free Trade

State even after artificial raising of wages by
law in the Protective State, 193. 194. 219

Mining Wages Table, 192

No great difference possible, there being no obstacle to

migration from one State to another. 192

Purchasing power of wages, refer to subheadings. Prices of

Commodities and Consuming Power of the People

Special Boards for fixing wages by law, industries working
under in Victoria, Comparison with like industries

in New South Wales Tables, 193. 194

Foreign trade, importance as measure of tiii.iiui.il j>osition. Australian

States lx;ing debtor nations. 208

Incidence of burden of Protection Burden Iwrne by working classes,

220-3
Manufactured goods, Protection mainly confined to. 200

Political Morality as affected by Protection. 216-8

"
Australia and New Zealand," by Mr. Coghlan Extract, 193
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Austria-Hungary
Agricultural interests Effects of German Agrarian Protection, 362
Germany, Economic relations with

Customs alliance with German Zollverein proposed in 1880

Purely economic proposal, 359
J New alliance, 366

" Krach "
following period of speculation after Franco-Prussian

War Opportunity for revival of Protection,

357-8, 361

Babcock, Mr. (Member of the United States Congress)
Proposal to remove duties on importation of goods of like character

to those made by trusts and sold abroad cheaper
than at home, 468

Bacon industry in Denmark
Co-operative slaughter-houses, 229
Exports, 1885-1905, 224

Baily, Sir William (England)
Peace and Free Trade, 17

Balfour, Mr.
Retaliation policy, 539

Earth, Dr. Theodor (Germany)
Anglo-German relations, n, 12

Colonies of Great Britain, Protection in Not a concession to Pro-
tectionist ideas by England, 570-1

Common-sense and Free Trade National Federation of Common-
sense needed, 49

Confidence of Free Traders in their cause, 578
International Aspect of Free Trade Logical cohesion between Free

Trade and Peace and between Protection and
Force, 9, 10, n, 12, 49

Isolation of Germany due to her Protective Policy Berliner

Tageblatt's comment on Dr. Earth's speech, 17
Moral aspect of Protection Relics of barbarism, 48
Organizers and Officers of the Congress, thanks due to, 578
Progress of Free Trade among the nations, 1 1

Bassermann, Herr
Isolation of Germany, 17

Bastable, Professor (Dublin University)
Protection opposed to effective taxation for revenue purposes, argu-

ment supported by authority, principle and
experience, 5 1 1-24

Bastiat, M., 60
Fallacies of protection exploded by, 13
Incidence of burden of Protection Protection

" une spoliation," 359

Bech, Mr. Carl (President of United Jutland Agricultural Societies), 249

Belgium Tariff policy and its effects on development of trade

Anglo-Belgian Trade Relations, 573
Articles necessary to completion of other articles, reduction of duty

on in 1895, 268
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Fk-lgi'.im TarilT Policy and its effects on development of Trade (cont.)
( .a tli- and Meat, restrictions on imports

Customs Dues, 257, 261;-6, 273
Sanitary regulations, 1888 and 1895 Useless to prevent int -in-

duction of disease, 273
Statistics showing results of restrictions

Decrease in import resulting from law of 1887, 266
Decrease in live stock of the country Table, 1846-1906,

274
Price of Meat. Increase in cost price Table, 1860-1907, 274
Working class household. Increased expense to, 275

Commercial tr-

1274 First Anglo-Belgian Treaty, 573
1830 to 1847 Two classes of treaties, 259
1 86 1 Franco-Belgian Treaty, 261-2

Results Franco-Belgian trade, 1856-66 Table, 262
1 86 1 to 1864 Treaties similar to Franco-Belgian treaty with

Great Britain, the Netherlands, Prussia, &c., 263
1865 General tariff replacing conventional tariff inscribed in

respective treaties, 263
1 88 1 Franco-Belgian Treaty, 265
1891 Treaties with German Empire. Austria-Hungary. &c.

Franco-Belgian treaty of 1881 not renewed, 265
1904 Treaty with Germany, 271

Cotton Industry Decrease of Duties under law of 1895. 2&7
Results of application of law, 271 Statistics, 1888-^97, 270

Differential dues introduced in 1844 Objects, etc., 258-9 Gradual
abolition, 1847-60, 260

Food and Raw Materials
Free Trade period before 1830, 257
Protective period, 1830-47. 257, 258
Return to Free Trade principles, 260. 263

Industrial development. Effect on, 275-6
Imports and Exports- Tables showing results of Free Trade and

Protcc '. ionist movements
Comparison of extreme years of 1831 and 1875, 264

Population, Percentage of increase compared with per-
centage of increase in trade, 265

Negligible increase during protective period of 1842-4, 47. 260

Progress during Free Trade period, 1848-53. 261

Quantity and value of imports, duty free, and taxed, 1907. 276
Industries

Causes of development, 275-6
Protective periods 1815-47. 257. 258

Extraordinary proportions of tariff rate in 1847. 259
Reduction oi taxes on manufactured goods resulting from free

imports of raw materials, 261

Return to Protection in 1895
Character of law of 1895. Table, etc.. 266-7
Openings left for Free Trade in spite of general protectionist

tendency, 268-9
Iron and steel industry

Decrease of duties under law of 1895, 267. 271-2
Results of application of law. 272 Table, 1891-1908, 272

Germany, cheap material supplied by, 104
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Belgium Tariff Policy and its effects on development of Trade (cont.)

Machines, apparatus and tools, articles intended to be adapted to,

or used as accessories to, reduction of duty on, 1896, 268

Margarine industry, Protection of Law of 1895, 267
Re-export, goods for, Exemption from import tax, 261, 268-9

Results of system Statistics, 1906-7, 269, 275
Shipbuilding materials Admission duty free since 1899, 268

Sugar Reduction of tax in 1903, Increase in consumption 1898-
1907, 269

Transit trade Free Trade movement, 257-8, 259, 260
Increase in trade resulting, Statistics, 258

Value of trade
Increase since 1880 Statistics, 310, 311
Value per head, 50

Bell Companies, United States

History of Corporation, etc., 333-5

Benefits of Protection, Incidence of,

see Incidence of Burdens and Benefits of Protection

Bernstein, Mr. Edward (Germany)
Evils of Protection, 27, 28

Germany
Social Democratic Party, support of Free" Trade, 26
Tariff of 1902, 27

Working-classes, Interest in Free Trade, 26, 28

Bigelow, Hon. John (United States) Protection in United States

Blundering and inconsistent procedure, 330
Civil War, Situation leading to Analogy with Situation arising out

of tariff question to-day, 347-50
Moral aspect of Protection Violation of divine and economic laws,

329
Substitute for Tariff Revenue, Scheme for, 332-40

Collection of revenue, method proposed Cost, etc., 351
Difficulties in the way Vested interests need not be touched,

Shareholders
'

rights v.ould be protected by gradual
nature of change, 341-3

Moral and political advantages of scheme, 343-7, 350
Practicability of scheme Precedents in Europe, 352-4

Billia, Professor M.

Paper read before Congress, Editor unable to obtain copy for publi-
cation, 509

Bismarck, Prince
Conversion from Free Trade to Protectionist principles, Introduction

of Protective Tariff into Germany, 82, 283, 358
Reasons for change

Fiscal reasons, 150
/ Political, not economic, 370-1

.^ Corn, Duty on Bismarck's limit, 82

v/ Indirect taxation, recognition of, as necessary to an arbitrary govern-
ment, 488

Blaine, Mr.
Tariff question in United States in 1856, 466

Bliss, Mr. Henry L.
" Eccentric Official Statistics

"
of United States, 417
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Borax y
Price in United States and in London. 476 v'

Bounties on exports
refer to Dumping

Brassey, Lord^and Lady
Hospitality to Congress, Vote of thanks, 577

Breitscheid, Dr. (Germany)
Bulow Commercial Treaties and their results, 568-9
Protectionist methods of negotiating Commercial Treaties, 569-70

Brentano. Professor (Munich)
Industrial Organization of Germany under the influence of Protection

Iron and Steel industry, 399-401
Kartell system Objects, methods, results and proposed reme-

dies, 373-86
List's, Fritdrich, doctrine Examination of right of German

Protectionists to appeal to authority of List,

368-72, 387
Bright, Mr. Philip

Prosperity of the United Kingdom under Free Trade, Shipbuilding
supremacy, etc., 505

Brusst-ls Su^.ir Convention
see Sugar Convention

15ry.ui. Mr.

Attitude in regard to the tariff and trusts in United States, 497

Biilow Commercial Treaties
see Germany

Bunau-Varilla, M. Philippe de
Precedents in Europe for Mr. Bigelow's scheme of taxation to replace

tariffs in United States, 352-4
Burma

Annexation by Great Britain Absence of French opposition due to

Free Trade policy of Great Britain, 20
Butter Trade

Denmark, 223

C
Calvut, M.

Bordeaux wine trade with England, proiraals for a commercial

treaty to facilitate trade, 546-52
Canada Tariff Policy and its results

Corruption in politics resulting from Protection
Fund contributed by Manufacturers to Conservative Party--

reason given by Liberal leaders for failures at the

polls, 448
Increase in during last 12 years, 45<>-8

* /

Changes in law removing checks on Corruption, 457
Premier and Cabinet, Autocratic jxiwers due to huge election

fund, 458-9
Liberal Party, failure of. to carry out reforms in !}</> Result c i

Corruption, 455-6. 459
Ottawa Convention, Speeches at, 452, 453
Red Parlour Magnates, 455

PF
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Canada Tariff Policy and its results (cont.)

Feeling in Canada
Free Trade, not Protection, 51

1

Grigg, Mr. (British Trade Commissioner), Protectionist report
of Statements absolutely untrue, contradictory
evidence from the farmers, etc., 460-4

Free Trade Periods
Free Trade prevalent up to 1876 Tariff imposed purely for

revenue purposes, 446
Liberal Government of 1896, Free Trade Programme of, 51, 447

Germany, tariff war with, 570
Infant industries, Protection of, Plea advanced by Protectionists

for temporary tariff Tariff still maintained, 446-7
Manufacturers' Association, Demands of, 447
Mother Country, Relations with, 52
' ' National Policy

' ' Conservative Party's name for Protection, 450
Ottawa Convention of Liberal Party, 1893

Barrington, Nova Scotia, Resolution forwarded to Convention
from, 455

Free Trade principles put forward by leaders Extracts from

Report, 449-54
Resolution passed, 448-9

Preference question, Attitude in regard to, 51, 447
Pros'pects of Free Trade Movement, 459-60
Protective tariff of Conservative Government of 1878, 446

Capital
Distribution of Capital and Labour, Effects of Protection and Free

Trade

Foreign competitors erecting workshops in closed country
France, 316

Objects of Protective Tariffs

Defeat of greater differentiation of employments as between
nations which would naturally result from Free
Trade Extent to which object was attained, 290-1

Encouragement of desirable industries in Protected country
at expense of same industry in Free Trade country,
290, 291

One-sided Free Trade, Effects of in United Kingdom Effects

admittedly great but much exaggerated, 288-91
Restriction of outlay of capital in France, 3 1 5-6

Peace, interest in maintenance of, 8

Relations between Capital and Labour, effects of Protection

Germany Effect of Kartell system, 381-2
United States of America friction in, 348, 350

Uneconomic employment of, see Waste

Caprivi Commercial Treaties
see Germany

Carnegie, Mr. Andrew
Railway Companies secured as stockholders in Mr. Carnegie's early

companies, 494-5
Carrington, Lord and Lady

Hospitality to Congress, Vote of thanks for, 577
Cartel system

see Germany Kartell

Cartwright, Sir Richard
Free Trade views expressed at Ottawa Convention in 1893, 45 2~4
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Cassano, Prince de (Italy)
Commercial Treaties Preference for Free Trade. 573
Federation of Status of Europe Congress to be held ut Rome, 15

Italy, Protection in, 15

Cattle Trade Effects of Free Trade and Protection
IV IKUIIII. 257, 265-6, 273-5
Denmark Exports of live cattle, 1905, 224
Germany, 90-1, 94, 119-20

Causes of Protection

refer to Need for Protection

Cavour, Count
Italian Tariff prior to 1887, Moderate tariff instituted by Cavour, 55

Chamberlain, Mr. Joseph .

Colonial Preference Policy
Appeal to uninformed Imperial sentiment, 297
Canada, reception in, 447

Failure of Protectionist Policy, 367
Retaliation theory, adoption of. 326-7

Character, effect on, of Free Trade and Protection

refer to titles Enterprise and initiative, and Political Morality

Chemical Industries and the effect of Protection in Germany, 106-7

Churchill, Rt. Hon. Winston S. (President of Board of Trade)
Colonies and tropical dependencies Advantages of Free Trade in

regard to, 2, 3

Competition, domestic and foreign. 4
Conflict between international conception of Free Trade and national

ambitions, 5
International Aspect of Free Trade, 2, 4, 5, 6, 7, 8
Protectionist delusions, persistence of, 3

Shipping Trade of Great Britain, 3
Ultimate triumph of Free Trade assured, 6, 8, 9
Votes of thanks to, 577

City Liberal Club

Courtesy to members of Congress, Vote of thanks. 577
Civilisation and Humanity

Free Trade the Barometer of, 16, 48, 49, a$3

Clay, Henry
Allusion to high wages in 1824, 412

Cleveland. President

Opposition to Protective Tariff, 497
Surrender to Protection Policy, 346

Cobden Club
Motto, 9
Protectionist superstitions as to

Foreigners, maintenance by in order to securn the nun of England
by Free Trade. 38. 49. 280

Honorary Mriulx-rs bribed with English gold. 49. 280

Vote of thanks to. 577
Work for Free Trade. $79
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Cobden, Richard

\nglo-French Treaty of 1860 negotiated by, 262
Economic creed, 39

"Exaggerated deference of Free Traders to arguments and authority
g^ of Cobden Protectionist superstition, 41

Gladstone's tribute to, 256
*^^

^Peace, Apostle of, equally with Free Trade, 18

Coghlan, Mr.

Wages in Victoria and New South Wales, Extract from "
Australia

and New Zealand," 193

Coinage of a nation, need for preservation of

H Argument for Protection while it was held that the precious metals
alone constituted wealth, 321, 322

Colonial Preference,",Revival of doctrine by Mr. J. Chamberlain
Effect on position of Protection party in United Kingdom, reception

by the Colonies, etc., 297
Canada, reception in, 447

Colonies and Dependencies
Complications introduced by Protection, 28

Colonies of the United Kingdom
Loyal, Prosperous, and Profitable, 2

Protection, prevalence of, 13
Concession by England to^J Protectionist ideas, alleged, 559, 563
.;_ Autonomy of Colonies Colonies free to impose Tariffs if

they chose, 570-1
Protective tariffs directed chiefly against Mother Country, 283

for particular colonies see their names
Combination replacing competition and crushing out small concerns

\-.
Formation of Trusts, Kartells, etc.

Abolition of needed to pave the way for universal Free Trade, 17
Based on Force, 10

Conditions facilitating or restricting formation of combines, 383-6
Free Trade conditions, possibility of combines under, 384
Increasing tendency to replace competition by combination New

Factor telling against reversion to pure system of

laissez faire, Abolition of tariffs not a complete
remedy, 402-3

Objects and results of combination Suppression of home com
<r '

''petition resulting in dumping Foreign industry
finally protected against the national industry,
325, 327-8

Protective Tariffs fostering tendency to combine,T499
France effects of corn duties, 313-4
Germany

Tendency in various industries, 85-7, 88, 91, 95, 101-3, 106-7
refer also to Germany Kartells

United States of America, 349, 436, 467, 499, 530
Strength of trusts, 469, 479, 496

Commerce
see Trade and Commerce

Commercial Treaties
'Autonomous policy,? policy in opposition to, 560
Conventions desirable where general commercial treaty was not

possible, 546, 561
Detailed Tariff valid for 20 years, addition of, proposed, 573^
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Commercial Treaties (con/.)

KxjKirt l>ounties and dumping, guarding against, 537, 546
Foreign :itt.iirs in general, connection with Consideration iuvlc<t

for political effects, etc.. 556, 559
Free Trade feeling in the Sixties, Expression of. 356-7. 361
Free Trade preferable, 573
High tariffs as instruments of negotiation, 248, 326

Instances of failure, 570
Protectionist method Duties remaining though negotiations

might fail, 569-70"*
"~*

Swiss tariff instance, 539
^Tariff Wars resulting, 540 _^-

International Unions most important class of treaties, 560
Meaning of phrase Kinds of treaties included, subjects which could

be treated, 554-6
Most favoured nation clause. Advantages of. 537, 546, 561
<

>|u-n door policy, Advantages of, 561
Protectionism, aims and methods of in concluding treaties, 51, 562-3

^Effect not always corresponding with intention, 563
'Market for surplus produce, need for, 248
^Reciprocity question Negotiators struggling for concessions

whereas benefit accrued in proportion to conces-
sions granted, 538-9

Stability ensured, advantage of, 536, 546, 560
Barrier to reaction, 571 ,

Value in regulating international intercourse, examination into, 558-63
see also names of countries concluding treaties

Common-sense

Alliance with Free Trade, 49, 50

Communication, Means of

see Transit facilities

Competition, Foreign Competition
refer to International Aspects of Free Trade and Protection

Concentration of Financial power
refer to Combination

Congo Act of 1885
Commercial Treaty. 555

CongreH
Appreciation of services rendered to. 484-5. 486
Opportune time chosen for. 26

Organisers and Officers. Vote of thanks to, 576
Origin of, 575-6
Resolutions none to be submitted, 16 Note
Second International Free Trade Congress to meet in 1910. Resolution

in favour of, 575
Ten minutes Rule for speakers. 9
Work accomplished. 576, 578, 579. 581-2, 585

Consumer, position of. under Free Trade and Protection

Consumption Capacity
Decrease, tendency of Protection to cause. 360. 503

Australia Comparison of Victoria and Now South Wales

prior to 1901 Statistics, etc.. 203-5
France. 314
Germany, 95, 108, 120, 129. 130-6, 161

Italy. 73
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Consumer, position of, under Free Trade and Protection (cont.)

Consumption Capacity (cont.)
Decrease (cont.)

Obstacle to extension of business of protected producers
Italy, 63, 65, 80

Increase under Free Trade in Holland, 168-9
refer also to title Wages Purchasing power A r

Cost of production to consumer, 17, 318 / J
Australian instances, 212, 213, 214 Sugar, 215,. 221

Germany, 136, 140
Italy

Cotton industry, 65, 66, 67
Iron and steel, 74
Sugar, 72
Wheat, 79

refer also to title Prices
Interests of consumer entirely ignored by Protectionists, 434

Danish Instance, 237-8
Internal revenue burdens, customs as compensation for Consumer

charged twice over, 318
Controversial Methods of Protectionists and Free Traders

Denmark, 240-2
Double-dealing attributed to Free Traders, 366
Imputing to Free Traders positions that no rational Free Trader

had ever tried to maintain Resource of Pro-

tectionists, 42
Instance of Protectionist Logic from Denmark, 243-4

Co-operation in Denmark
Agricultural progress, effect on, 226, 228-31

Corn Duties
Abolition of duties in Belgium, 1873, 263
Consumer, Cost to

France, 313
Germany, 1 36
Italy, 79

Consumption and cost of production in other industries, effect on

Germany, 91-2, 95, 120, 141-2
Emigration, relation to, statistics, etc. Germany, 96-7
Imports, failure to suppress Germany, 84-5
Italy, 54, 55, 77-80
Large and medium proprietors only benefited

France, 313-4
Germany, 85

Origin of, in Germany Fall in price due to competition of American

imports, 81-2, 283
Prices, Effect on

France, 302-3
Germany, 82, 139, and note

Protest against passing of the Corn Laws in United Kingdom in

1816 by minority of House of Lords, 528
Revenue from agriculture, percentage derived from corn Germany, 90
Sliding Scale system introduced in Belgium in 1834, 257
Uneconomic extension of corn and potato growing owing to duties

Germany, 88-9, 119
Corruption in Politics

see Political Morality
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<

nrtrlyoii. <;<orge B. (Secretary of Department of Commerce and Labour
in United States)

Campaign Manager. Selection as. by President Roosevelt in campaign
of 1904 Official information used to secure con-
tributions from monopolists, 472

Presidential Candidature Wall Street support secured by use of

Government moneys during panic of 11)07, 473
Postmaster-General. Appointment as Mail contract allotted to a

certain company in return for contribution to
Presidential Campaign funds. 473-4

Cost of Living Effects of Free Trade and Protection

refer to titles Consumer, position of, Prices and Wages Purchasing
Power, etc.

Cotton Industry Effects of Free Trade and Protection

Belgium, Reduction of dues in 1895, 267
Results, Statistics, etc.. 270-1

Cost of production, comparison between Holland and Germany, 167-8

Germany, 107-8, 131
Fine yarn, German climate unsuited to production of Artificial

industry bolstered up by duty, 107, lai

Holland Development under Free Trade conditions, 167-8
Italy Statistics. 64-8
United States, 465-6

Credit Associations in Denmark
Agricultural prosperity, contributing cause of, 296

Regulations and working of Associations. 227-8
Crises and Panics

Liability to. under Protection, see title Stability of Trade

Currency Reform

Speech in favour of, 22

Tt
Dalla Volta. Professor (Italy)

Tuscany 's struggle for Free Trade. 24, 25

Deakin, Mr. Alfred

Description of manner in which tariff duties were determined in

Australia, 217.
Debtor Nations

Exports, Importance of. as measure of financial position. 208.

Defence of the State from Starvation in War time

Argument for Protection. Authority destroyed by development of

international trade, 322.
Definition of Free Trade

*

Freedom from all burdens except those necessary for revenue. 506.

Denmark
Agricultural development under Free Trade conditions 222-3. 231.

Area cultivated. 1875-1906. 225
Crops raised. 1875-1906. 225
Causes of progress of Agriculture. 226

Free Trade convictions of Danish Peasantry. 234-5. J49*5-
Domestic Animals. Stock of. 1888-1903. "5
Exports of domestic (mainly farm) produce. Net export* and

exports of Butter. Bacon. Eggs, Meat, Horses and
Live Cattle -Tables. 1885-1905, 223-4
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Denmark (cont.)

Co-operative Movement, 228
Bacon Co-operative Slaughter-houses, 229
Egg trade Local receiving stations and co-operative system

for egg-export. 229-30
Milk trade Co-operative dairies and control-unions, 228-9

Credit on Landed Property Working of Credit Associations, 227-8
Education of the peasants Work of the popular country

'

High
Schools,' 233-4

Development of
'

High Schools,' 1850-1906, 231

Regulations, fees, teaching, &c., 232-3
Sources of support, 232

Enterprise and Foresight fostered by Free Trade Conditions, 231

Foreign Commerce
Domestic produce, Export of Value per head compared with

value in Protected States, 248-9
Imports and Exports Tables, 223-4

General information Population, Area, Public Debt, Revenue and
Expenditure, &c., 222

Industrial Development
Cost of Protection, Tax on consumer and loss to Treasury

Instances, 237-40
Protection, effects of Comparative progress of protected and

non-protected industries, 236
Land, Distribution of System of small freehold holdings contributing

to progress of Agriculture, 226-7
Freehold property, increase in 1835-1905, 226
Hartkorn, 226
Size of holdings, 227
Small Owners, increase in number of, 1835-1905, 226

Moral considerations, weight with farmers Free Trade resolution
of Jutland farmers, 235

New tariff passed by Liberal Government, Summary of provisions,
250-1

Disappointment of Free Traders and satisfaction of Manufac-
turers, 251

Financial crisis used by Protectionist party to frighten Liberals,

251
Political parties and the Free Trade question, 234
Protectionist Propaganda
P^f** Appeal to ignorance and credulity, 240-2

'( Logic of Protectionists, example of, 243-4

Wages
Cotton factories, 247
Free Trade in Agricultural products, high wages due to, 245
Protected Trades, 247
Unprotected Trades, 246-7

Depression in Trade, existing world-wide depression, 501-2
Causes Over-production and under-consumption due to Protection,

52-3 Lii

Germany, effects in, 129, 130, 135

Severity in Free Trade and ProtectionistJ.Countries Most severe in

United States and Germany, 7
Diderot H

,

Interdependence of mankind, 7
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Dues in Belgium
Introduction of dui-s. 1844, 258-9 Gradual abolition. 1847-60. 260

Direct Taxation

Remedy for wasteful public expenditure, necessary to free govern-
ment, 488

Discord and Disunion, Protection as source of

refer to International Aspect

I >i-raeli, Mr.
Free Trade in the United Kingdom, General acceptance of, 278

Distribution of Capital and Labour
see Capital

Distribution of Commodities
refer to Transit facilities

Diversity of Industries

ouragement of to meet as far as possible all requirements of the

consumer Argument for Protection. 322, 330,

500
Examination "into validity of argument Results of Protecting

new Industries and increasing protection of exist-

ing industries, 323-7
Infant industries. Protection of, see title Infant Industries

I >i vision of Labour
Defeat of greater differentiation of employment as between nations

Object of Protective tariffs. 290-1
Free Trade a particular application of doctrine. 41
Increase of productiveness resulting Adam Smith's theory. 528

Dodd. Mr. S. C. T.

Standard Oil Company's methods, 494

Dolle. Mr. F. (France)
Currency reform. Speech in favour of, 22

Domestic aspect of controversy between Free Trade and Protection

Private and special interests v. General and Public Interest, 46

Douglas, Ex-Governor (Mass. U.S.A.)
Protection and the Leather Trade, 440

Drawbacks of Free Trade
Local Ixws sometimes inevitable, 27. 35, 36

Dudley. William W.
Bribery Voters of doubtful state of Indiana in 1886. 47.

Damping
<<'iiunerii.il treaties - Guarding against export bounties and dumping.

SJ741
Free Trade the only remedy. 386
Kartell system in Germany, results of. see Germany
Necessary consequence of Trusts, Kartells. Ac. Foreign industry

protected at expense of home consumer. 328

Sugar Convention of 1902 Way of inducing dumping countries to

return to Free Trade shown by, 386
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Dun's Review
Prices in United States, 422

Dutch Tariff

see Holland Tariff

Economic Aspect of Free Trade Controversy
Free Traders unduly devoted to abstract economic formula

German Free Traders, 557
Protectionist superstition, 41

Masses, appeal to Great populations not governed by economic

principles sound or unsound, Free Trade less

attractive than Protection to the natural unin-
structed person, 278, 280

Protectionism based rather on political influences than economic

arguments. 3.29

Strength of Free Trade position, 36

Education of Rural Population
Denmark, 232-4

Egg Industry
Denmark
- Co-operative movement Local receiving centres and co-opera -

'\ tive export system, 229-30

English trade, 230
Exports 1885-1905, 224
Profits, 230

Germany
Consumption of Eggs, 141-2

Imports, 85

Ehrich, Mr. Louis R. (U.S.A.)
Protection the cause of existing trade depression, 501-4

Emigration
Germany

Caprivi Commercial Policy, Effect of, 97, 569
Corn duties and price of corn, relation to Emigration Statistics

(1841-80), &c., 96-8

Employment Volume and Stability as affected by Protection and Free
Trade

Australia Comparison between New South Wales and Victoria,

Statistics, &c., 179-186, 219
France, 316-7
Greater stability and regularity under Free Trade than under any

kind of Protection, 433
Pauper Labour of rival countries, outcry against in Protectionist

United States and Free Trade countries alike, 430
United Kingdom Effects of one-sided Free Trade, 291-2
United States, 422-4

England
refer to United Kingdom



603

Enterprise, Foresight, Initiative, etc.

Loss of under Protective system, 325
United States, 47, 480-5

Superiority of traders under Free Trade, 231

Estimating results of Free Trade and Protection
Visible effects of duty on selling prices of home products only con-

sidered no information given as to chances lost

through Protection, 226
Exclusion and Isolation

see Isolation

Exhibitions, International Exhibitions

Frequency an indication of movement towards Free Trade, 364

Expenditure
Effects of Protection on Public Expenditure see Revenue

Exports
see Imports and Exports

Extension of Free Trade doctrines
Concrete application of principles needed to enlighten the masses, 506
Economic soundness of Free Trade not apparent to the natural

uninstructed person, great populations not

governed by economic principles sound or unsound,

278. 280 ^
Educational task laid on Free Traders, 26, 565

l)enmark,*.results obtained in, 232-4
Indian officials, Education in Free Trade principles needed, 26

German Free Traders, work of, 161-3
Idealism of Free Trade its best weapon, 253-4
Lethargy of Free Traders. 22
Method .{determination of Work for the Conference to decide how

principles of Free Trade should be applied in the

various Protective States, 508
Moral Assent necessary Appeal should be made rather to funda-

mental principles of justice and fair play than to

expediency, 14, 19, 406-7
Political Economy, teaching of, 1 3

Extent to which Free Trade already existed

Internal Free Trade, Adoption in Protective Countries, 40
Partial nature of Protection even in Protective Countries. 3$

External Trade
see Foreign Trade, also Imports and Exports

Extractive Industries

Duties on

Opposition between protective and revenue aspects Exempli-
fications in case of German Corn duties. 515-6

Uncertain yield and difficult to adjust. 516
see also Names of Industries

Eyrand, M. Ch.
Revenue burdens in Germany and United States as compared with

France,*3i8
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Failure of Protection to secure its object, 34

Farquhar, Mr. A. B. (U.S.A.)
Career as a Free Trader, 435
Evils of Protection in United States, 441-3
Import duties and export trade, relation between, 436-7, 439-41

^ Iron and Steel Industry, United States Growth, etc., 437-440*

Prospects of Free Trade Movement in United States Manufacturers'
demand for reciprocity, 443-5

Federation of the States of Europe as first step to Federation of all nations

Object of Congress to be held at Rome, Invitation to Members of

Free Trade Congress to take part, 15

Fiduciary relations between trustees of corporate institutions and their

stock and policy holders

Disregard of under Protective tariff United States, 494-5
Fiscal Aspects of Protection and Free Trade

see Revenue
Flax Industry

Italy, 71
Fluctuation in Tariff Legislation, effects of, &c.

see Stability of Trade
Fontana-Russo, Professor

Italian Woollen industry Inconsiderable progress under protection, 68

Food, Price of

,-v Belgium, 275-6

^-.
Benefit to Free Trade in United Kingdom of limits to imports imposed

byj
Protective ^Countries, 36

I Increase in owing to neglect of Agriculture, 31, 32

refer also to Prices

Food Supply in War time
Starvation in case of war, Defence against Authority of argument

destroyed by development of International Trade,

322
Force and Protection, Logical Cohesion between

see International Aspects ofJProtection and Free Trade

Foreign Competition
refer to Competition

Foreign Countries
see their names

Foreign Politics, connection wiJi Free Trade question
see Political Aspect of Free Trade Controversy

Foreign Trade
One-sided Free Trade, Effects of in United Kingdom, 284-8, 292-3

Illustrations, 293-4
Protection in other countries, effect of French wine industry, 3 1 1

Protection inimical to No advantage given in country of export,

33, 34
France, 309-10

see also title Imports and Exports
Foville, M. A. de (France)

Successions to property illustrating movement of Wealth in France-

Progress never so rapid as between 1860 and 1875,

319-20
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Fox, Charles James
Blessings of freedom, 578

Framing a tariff

Protectionist Fallacy that officials and statesmen could know th.

needs and desires of purchasers. Fallacy leading
to reign ofjthe expert who in this case was tin

Fran,v- Manufacturer, 434-5

Agriculture
Increased duties imposed in 1881, 302 1892, 305
Liberal economic regime inaugurated in 1860, prosperity under,

301
Bordeaux Wine trade with England

< t of Commercial treaties Statistics of Exports, 547
Increase of duty in 1900 Decrease in export and revenue

resulting, 547-8
Other causes contributing to bring about decrease in

exports Fashion, Medical influence, Competition
of exotic wines and fraud, 547-9

New Treaty needed, 550, 552
Alcoholic scale of taxation, drawbacks of, 550-1
Terms proposed, 550. 551-2

Coal duty Reduction proposed as part of Commercial Treaty with

England Advantages to both Countries, 545, 551
Commercial Treaties

1860-66 Treaties concluded, 535
1 88 1, Treaties concluded after promulgation of tariff 01

Countries affected, 304 and note

Expiry in 1892, 304
1892 Minimum tariff to serve as basis for treaties established,

305
Countries with which treaties were concluded on basis of

new minimum, 305 note

Anglo-French Treaties

1606 First treaty, 532
1786 Objects and provisions, 533
1826 Provisions of, 533-4

1854 Principles adopted by Congress of Paris in 1850, 534
1860 Provisions. 300, 534-5
1882 Convention concluded. Protectionist reaction having

prevented renewal of treaty of 1860, 535-6

1892 Convention of regime revocable after 12 months'
notice, 536

New Agreement needed, 51

Advantages claimed for proposed convention, 545. 546
572

I
:. ! in. in -I ;::::. . .' I :

' ttf4

Ac.. 546^572
Basis proposed, 544, 545. 540
Conditions in France and United Kingdom. 540-3
Defined issue necessary. 544
Resolution passed by Associated English Chambers of

Commerce, 540
Belgium, commercial treaties with refer to Belgium
Increase in duties proposed in order to give latitude for bargain-

ing. Policy of. 539
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France (cont.)
Corn Duties

Consumer, Cost to Heavier in proportion as consumer was

(L*> !-. poorer, 313, 314
Consumption, effect on, 314
Incidence of profits Large and medium proprietors only bene-

fited, 313-4
Increased duties imposed in 1881 and 1889, 302
Liberal economic regime beginning in 1860 Revenue duties

only, 301
Prices, effect on Indirect endeavours to re-establish sliding-

scales, Fluctuations in duties, 302-3, 312-3
Cotton Reductions on spun cotton proposed as part of Commercial

Treaty with England, 551-2

Employment of Labour, Effects of Protection in Protected and non-
Protected industries, 316-7

/ Financial Strength War indemnity paid to Germany, 357
k Fluctuation in Tariff Legislation under Protection regime, 303, 304-5,

r 536
. ->

_
Commission of Customs, position and objects of, 306-7

\f

'

Results Uncertainty and opportunity for fraudulent abuse, 306
Foreign Trade

Decrease in value due to Protection

Prices, decrease in not enough to account for decrease in

value, statistics showing increased value of trade
under Liberal regime in England and Belgium, 310
and note, 311

Protection in other Countries, effect of, 310-1
Statistics showing quantity and value of trade, 1880-95, 309

Development under Liberal economic regime inaugurated in

1860, 301

Exports of

Domestic produce, value of exports per head, 248
Manufactured Goods, Proportion of, 50

Industrial development
Capital, decrease in employment of owing to protective duties,

315-6
Foreign Competitors erecting Workshops in France itself, 316
Handicap on industries using protected materials, 315
Increased duties imposed in 1881, 302 1892, 305
Liberal economic regime inaugurated in 1860, development under,

300-1
Interest, Rate of Conditions affecting rate compared with those in

Germany, 147, 148

Italy, trade relations with, see Italy
Manioc, duty on, 536
Percentage of population participating in benefits of protection, 317-8
Prices

Decrease in 1880-95, 310 note

Fall coincident with establishment of Protectionist regime, 314
Prospects and Situation of Free TradeJMovement, 13, 248, 318

/Evils of Protection met by more protection, 23

^Internal Free Trade, 40
Partial nature of Protection Articles on Free List, 35
Political Economy, Protectionist Professors appointed to Chairs

of, 50
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Fr.-.nce (font.)

Railways Charters Riven to private companies, provision lor extinc-
tion of. State becoming Owner. 352

Retaliation and Tariff Wars arising out of Protective regime, Klhxt
on trade Statistics of trade with Switzerland and

Italy 307-8. 540
Return to Protection

Coalition of great landed proprietors and manufacturers. 1881.
and 1891, 301-2, 304

English imports, Protection directed against, 283
Revenue

Experience showing advantages of revenue over protective
duties, 521-2

Loss involved in Protection, Statistics 1870-1905, 312
Sugar Factories Decrease in Employment, 317
Surtax on bonded goods Remission proposed as part of a commercial

treaty with England, 552
\ .due of Trade and Commerce per head, 50 *

Wages /
Lower in protected than in other industries, 3 1 7 <S
Purchasing power decreased by Protection, 316

Wealth, Movements Progress illustrated by Annual Successions
to property, progress never so rapid as during
Liberal regime 1860-75, 319 Diagram, 320

\Vinr industry
Injury inflicted by Protective duties in other countries, 31 1

s a/5o subheading Bordeaux Wine Trade

Franco-Prussian War
Revival of Protection, opportunity given for in France, Germany and

Austria, 357-8
Frankfurt Treaty of Peace, 1871

Commercial side, 555

Franklin, Dr.

Opinion in favour of tariffs for revenue only, letter to Count de

Vcrgennes, 330
Free imports (One-sided Free Trade)

Drawbacks of Interest of Unitedj Kingdom in extension of Free

Trade, 327
Results in the United Kingdom, 282-96

Free Traders of the Manchester School

Intellectual and moral eminence. 256
Freedom of Tariffs

Meaning of, 536
Frick, Henry C.

Secret contribution from funds of Equitable Insurance Company
New York to Campaign Committee. 474

Ftirth. Henrietta

Investigation into household budget of a Frankfurt family, 139

Future of the Free Trade Movement
Abolition or reduction of Protection

Gradual procedure essential. 364

Germany. 567
Partial action useless- -United States. 340, 349. 504
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Future of the Free Trade Movement (cont.)
Absolute Free Trade an impossible thing, 506
Confidence of Free Traders in their cause Ultimate triumph certain,

i, 6, 14, 36, 47, 48, 508, 578, 581

Crisis in trade, probable effects Germany, 130, 164
Difficulties in the way of Free Trade

Canada, 452
Denmark Protectionist appeals to credulity and misguided

patriotism, 240-2

Germany Ignorance and misunderstanding, 160, 163
United Kingdom Necessity of increasing taxation, 541
United States

Direct taxation unconstitutional, 508
Vested Interests on side of Protection, 507

Favourable Outlook, 366-7
Canada, 460

Grigg's, Mr., Report Protectionist Statements absolutely
untrue, 460-4

Germany
Opinions of various classes, strength of Free Trade vote, etc.,

150-64
Return to Vertrags politik demanded in 1890-1, 361, 364

United Kingdom Difficulties in the way of Protection almost

insuperable, 298-9, 507
United States Public Opinion rushing in direction of Absolute

k i
Free Trade though it was not so named nor com-

monly so understood, 426-7
Forces arrayed against Protectionism Growth of communications,

etc., 29 et seq., 583-4
International Exhibitions, Frequency of Hopeful sign, 364
Protectionist Party, number and power of, 3

Unfavourable Outlook, i

France, 318
Germany, 17
Holland, 165

Italy, 76-7

G-

Gallatin, Albert
Free Trade memorial of 1831, 412

Gallinger, Senator
Defence of Protection, 468

Garrison, William Lloyd (Secretary of United States Free Trade League),
426

Inability to be present at Congress, 18

Iniquity rather than inexpediency of Protection to be urged Letter
to Free Trade Congress, 19

Garrison, William Lloyd (late )

Abolition of slavery in United States, Appeal to moral sense of his

nation, 14
George, Henry

Protectionist practice and theory, Anecdote from "
Protection and

Free Trade,
' '

328
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Germany
Agrarian Party. Change from Free Trade to Protection policy. 361.

367-8
Austria-Hungary, effect on. 362

Agricultural Industry, effects of Protection, etc.

Area and value of cultivated land, 108-9
Attitude of Farmers towards Protection in 1879, 82
i heap foreign labour. Employment of, in East and North, effect

on Wages. 95
Competitors America and India far more dangerous than Russia

and India, 362
Cost of Protection, effect of Agrarian duties, 95
Imports, Excess of over Exports notwithstanding protective

duties, 84-5
see also subheadings names of Agricultural products

Anglo-German Relations
Commercial Agreement between England and Germany as first

step towards Free Trade proposed, 25
Distrust based on suspicion that England would abandon the

open door policy, 10

Trade between England and Germany, value of, 12

Austria-Hungary, relations with, 359, 366
Bulow Tariff and Commercial Treaties

Consequences of Rise in Prices and in Duties imposed by other
Nations on German goods, 568-9

Corn duties. 84
Canada, Tariff War with. 570
Capital invested in the country

Agriculture Value of land and live-stock. 108-9
Bonds issued by private institutions. 113-5

Buildings Calculations based on rents, insurance of immovable

property and income tax statistics. 110-2

Crown lands. Forests, Mines, etc. Value of earning State pro-

perties. 116

Foreign Securities and undertakings and property owned by
Germans abroad. 117

Forest and Woodland. 109
Gold circulation. 1 17
Incomes of tax payers. 115-6
Insured movables, 112

Joint Stock Companies. 1 1 3

Limited Liability Companies. 115

Mining Corporations. 113

Mortgage hanks. 1 1 ;

Municipalities. l*rolit-earning property of. I '6-7

Savings t>anks. 113

Shipping. St-a and inland shipping, i 17

Summary. 117-8

Waterways, economical vaiuev i 17

Caprivi Commercial policy Commercial Treaties with Central

European Statrs. etc.. $Q. 283

Consumption capacity of the prople. Effect on. 1 35
Corn -Duties lowered. Identity certificates done away with in

case of Russo-Grrman Treaty. 83
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Germany (cont.)

Caprivi Commercial Policy (cont.)
Death rate, Decrease due to plentiful and remunerative occupa-

tion created, 143, 144
Emigration, effect on, 97, 569
Foreign Fruit, effect on consumption of, 134
Revenue increased by lowering of duties, 5 27
Wages, effect on, 122

Cattle-keeping and Dairy-farming Effect of Protection

Conflicting interests of large and small farmers, 91
Decline in proportion of cattle kept per head of population, 91
Duties on cattle and embargo on foreign cattle, Effect of, 90,

9i, 94
Duties on corn, effect of, 91, 94, 119-20

^ Milk, Effect of high price on feeding of children, 90-1, 141-2, 143

Changes in commerce Manufactures replacing grain as export, 34
Chemical industries

Soda trade, 106
Success due to Co-operation of science, No Protection in chemical

dyes branch, 106

Unhealthy concentration resulting from Protection, 106-7

Consumer, Cost of Protection to, 371
Additional burden on household budget, 136, 140
Indirect Cost, 140
Interests of Consumers ignored by landed proprietors, 361

Consumption capacity of the people, effect of Protection
Beer and Spirits, 135
Coffee, tea and cocoa, 133

i'Corn Wheat, rye, barley and oats, 132
Fish

Fresh fish, Consumption insignificant, 93
Herrings, 134

Foreign fruit, 133-4

Higher nutritive articles of food. Effect of high price of bread-
stuffs on, 95, 120

Increase resulting from industrial development but retarded by
Protection, 108, 129, 135

Meat, 93, 134
Raw Materials and partly Manufactured goods

Coal and lignite, 131
Cotton and cotton yarns, 131-2
Finished goods, portion, re-exported as, 130
Pig-iron, 131
Wool, 132
Zinc, lead and copper, 131

Rice, 134
Sugar, 133
Tobacco, 134

Corn duties
Biilow tariff of, 1902, 84
Caprivi Commercial Treaties, provisions of. 83
Cattle industry, effect on, 91

Consumption of corn, 132
Emigration, relation to, 96-7 Statistics, 1841-80, 96
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li'Tinany (cont.)
Corn duties (cont.)

Extension of Corn and potato-growing. Excessive and unecono-
mical extension due to Protection, 88-9, 1 19

Higher nutritive articles of food, effect of high price of bread on

Consumption of, 95, 120, 141-2
Household budget, burden on Estimate, 136
Ideal of a tax as it should not be, 1 36
Imports. Excess over Exports, 84-5
Kind of Wheat produced in Germany, 82

Large growers favoured at expense of smaller farmers, consequent
unhealthy concentration of landed property. 85-7,
88, 91, 119 -

Limit Bismarck's limit surpassed even while he was in power, 82 ./
Pig-keeping, effect on, 92
Price, Effect on

Increase in price of wheat and rye, 1 39 and note

Varying effects on price of wheat, 82
Revenue and protective aspect of duty, opjxxsition between, 516,

522
Revenue from agriculture, jierccntage derived from corn, yo

Cotton industry, effects of Protection

Cost of production, 107-8

Comparison with Holland, 167-8
Fine yarn Cost of production in German climate, artificial

industry bolstered up by Protective duty, 107, 121
Raw Cotton and Cotton Yarns, Consumption of, 131

Depression in trade

Existing depression, 129, 135
Probable effect of a crisis, 130, 164

Dumping
Foreign manufacturers of finished goods enabled to -beat German

competitors even in the German market German
machinery instance, 377

Kartells rendering dumping possible, 376
Loss to Community as a whole, 376-7

Eggs and Poultry
Consumption, 93, 141-2

Insignificant industry handicapped by duties on Corn, 85, uo
Emigration

Caprivi Commercial Treaties, Check given by, 97
Corn duties and price of corn, relation to, 90-7
Loss to the country, 97-8
Statistics. 1841-80, 96 American Statistics, 97 note

Exports of domestic produce value JHT head, 248

Fiscal effects of Protection nee subheading Rrvetuir

Foreign affairs consideration of. neglected by German Frre Traders
Fret: Traders apt to IK- too ul>stract. 557

Handicraftsman, position of. 140-1

Health of the people Effect of duties on fcxxl and necessaries

Death rate Causes of reduction, ('omjvirison with rate in other

European Countries, etc., 143, 144, 145 +s
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Germany (cont.)
Health of the people, etc. (cont.)

Infant Mortality

Comparison with other European Countries, 142

Diet of parents, effect of Comparison of death rate among
legitimate and illegitimate children, and among
children of poorer and better class people, 142

Increase in recent years, 143

Meat Consumption insufficient for health before higher duties

came into force and further declined since, 137-9

Middle class families affected as well as working classes, 139

Milk, high price of, effect on feeding of children especially among
working classes, 90-1, 141-2.. 143

Tuberculosis of the lungs, prevalence of Connection between
disease and insufficient nourishment, 144- 5

Industrial Development, Effect of Protective duties ,

Cost of Production and consuming power of the people effect

of taxes on food and materials of industry, 107-8

130, 135, 149

Exports, Failure of to keep pace with growth of population,

149-50, 163
Cause of failure Protective policy, 150

Protection always aimed at, 368
Textile industries, unhealthy concentration resulting from

Protection, 107
see also subheadings names of industries

Interest, rate of Effect of Protective duties
Causes of high rates, 146

Comparison of conditions affecting rate of interest with
those in France and England, 147-9

Exports Failure to keep pace with growth of population
owing to Protective policy ; true explanation of

Germany's unfavourable balance of payments,
149-50

Cost of production, enterprise, etc., effect on, of high rate, 145-6,

163
Introduction of Protective tariff in 1879 see Revival of Protection

Iron and Steel Industry, effect of Protective duties

Causes of development Causes other than Protection
Basic Bessemer process, discovery of, 99
Finished Goods Success of industry due to co-operation

of Science and manufacturing, 106

Combination of different branches within the same works
economy effected only in case of heavy-rolling-
mill products, combination in manufacture of

higher articles due to Protective duties, 101

Condition of Industry prior to 1879, 98-9

Consumption of Pig iron, 131

Exports of worked-up pig-iron, 101

Imports of pig-iron, effect of duty, 100
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Germany (coni.)

Iron and Steel Industry, etc. (cont.)

Kartells, formation of, 101-2 /*

Pure works crushed out, Foreigners given bounty by dumping, %/
399-401

Smaller Mills, position of, 102-3
War between Kartells and producers of finished goods, 510

Labour, Employment of Effect of high prices charged to home
consumers, 103-6

Locomotive and locomobiles Manufacturers demanding repay-
ment of duty on exporting goods, 105-6

Prices at home and abroad. Foreign industries built up on cheap
material supplied from Germany Instances, 103-6,
168

Uneconomic investments of Capital due to Protection, 121

Isolation Largely due to protection policy, Berliner Tageblatt's
comment on Dr. Earth's speech, 17

Kartell system
Commission of Inquiry into working of Kartells, Evidence before

Praise or complaint according to degree of

dependence on Kartells of industry represented,

37.8-81
Conditions facilitating formation of Kartells, 385-6

Dumping rendered possible. 376-7
Evidence before Kartell Commission 380-1

Home Market, decay of competition in Growth of monopolies
37-*

Imperial Ministry, Attitude towards Kartells, 382,383
Inefficient works maintained by Kartell system, efficient works

getting price far above costs of production. 374-5,

378
Objects and methods, 373, 375, 385

Organisation rendered possible by Protection. 377
Price of Commodities, effect on, 374
Relations between Masters and men. Effect on Employers

organisations refusing to treat with trade unions.

381-2
Remedies suggested for evils of system

Free Trade the only remedy Way of inducing return to

Free Trade shown by Brussels Sugar Convention.

386
Organisation of all industries into Kartells with a Kartell

or Kartells at the top proposed as remedy for evils

of system Utopian remedy Kartells possible only
under certain conditions. 383-4

Public Register and publication of transactions of Kartells

proposed, 382

Suppression by legis'ation question of, 38.2-3

Retail trade, effect on Merchant transformed into an agent. 381

Trusts, distinction from, 3/2-3

Vertical concentration of industry resulting Pure works crushed

out by mixed works, 375-0, 377 -H

Evidence before Kartell Commission, 380-1
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Germany (cont.)
Land

Distribution

Concentration of agricultural property Effect on Corn

duties, 85-7, 88, 95, 119
Rural depopulation, relation to, 95, 96, 147

Small and moderate sized estates, movement to render

acquisition possible, 87-8

Statistics, Absence of, owing to opposition of agrarians and

passive resistance of Government, 87
Political and social advantages conferred by possession of estates/of a certain size, 87
Price of Land Effect of agrarian duties and effect of increased

price, 94-5

List's, Friedrich, doctrine Contradiction between List's theory and

practice of German Protectionists, 368-72, 387
Live Stock

Decline in proportion kept per head of population, 91

Large and small farmers, percentage kept on Harm done to

small farmers by Protection, 89-90
Revenue from Agriculture, proportion derived from Cattle and

Animal products, 90
Value of, 109
see also subheadings Cattle and Pigs

Meat

Consumption, 1 34
Comparison with that in England and France, 93

Working classes, consumption insufficient for health, 137
Duties Importation of fresh or frozen meat rendered impossible,

93-4
Price

Fluctuations in price of pork, 92-3

Increase, 139 and note

Pigs
Imports, Restrictions on, 138
Number kept

Fluctuations according to yield of potatoes and other
fodder Effect of corn duties, 92-3

Increase, 91, 138
Political Parties and Free Trade, 158

Neglect of Free Trade Question, 158, 163

Representation of Free Trade in the Reichstag, 159
Strength of Free Trade vote, 159

*/ Social Democratic Party in favour of Free Trade, 12

Difficulty of bringing about an understanding between
Social-Democrats and Liberal Middle-class, Effect

of, 159-60
Resolution of Congress of 1900, etc., 26

Population
Annual increase, 138

Increase, rise in rate of, from 1870 Contributing cause of

introduction of Protective tariff, 81
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Germany (coni.)
Potatoes

Consumption in workmen's families, 13

Corn-growing, relation of potato cultivation to. 89
Prices of Commodities

Holland, Comparison with, 169-70
Increase Average rise, 139
Wages, relation to, refer to subheading Wages

Prospects and situation of Free Trade Movement, 151. 160, 163
Abolition of Protection Gradual methods essential, 567
Crisis in trade, possibilities of Probable effect of a period ot

severe economic depression, 130, 163-4
Fighting Protection Work of German Free Traders, 161

Commercial Treaties, Society for Position and work, 162

Organisation of commercial and industrial interests, hamper-
ing effect of, 161

Ignorance, and misunderstanding of the economic situation,

strength of Protection due to, 160, 163
No prospect of change within any assignable time Berliner

Tageblatt, 17

Opinions held in various classes

Agricultural Classes, 154-5
Artizan class, 156
Commercial classes, 155
Government officials, 156-7, 158
Imperial Government, treatment of anyone voting lor

Social Democrat party, 157
Industrial circles Nairow and selfish views. 151-4
Transit trades, 156
Working men, in favour of Free Trade, 1 1

Partial Nature of Protection
Articles on Free List 35
Dual trade policy Free Trade tendencies outside the

influence of the reactionary party, 5^6-7
Internal Free Trade, 40
Shipbuilding and working of ships conducted on Free Trade

basis, 295-6
Political parties and Free Trade, tee that subheading

Revenue aspects of Protection

Consumption power of people, decrease by Protection Effect

on revenue, 526, 527
Direct taxation, difficulty of introducing, 526-7

Expenditure, Increase due to Protection, 525
Rise in Prices affecting Government as a great consumer

and as employer, 151, 525
Failure of greater jwirt of duties to reach the Treasury Example

of iron duty, 526
Non-protective customs duties. Revenue derived from

Proportion of, 151

Reduction through increase in cost of living due to Protective

policy. 151
Officials' Salaries and Wages Increase in proportion to increased

cost of living, 1 5 1

Protection not justified from revenue point of view, 522-3, 525
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Germany (cont.)

Revival of Protection Introduction of Tariff of 1879, etc.

Coalition between industrial and landed interests due to increase

in population and fall in price of corn, 81-2, 283,

358. 525
' Krach '

following period of speculation after Franco-Prussian

War, 357-8, 361

/ Political, not financial nor economical reasons, Protective policy
due to, 367-71, 527-8

Rural depopulation
Causes

Cheap foreign labour employed on large *arms of the east

and north, 95
High price of corn and concentration of Agricultural property,

95, 96, 147
Extent, 95-6

Sugar industry
Consumption of Sugar, 133
Uneconomic employment of capital, 120

Tariff of 1902 Social Democratic Party's opposition to Retaliation

by other Countries, etc., 27

Vegetables and Fruit Culture

Consumption of vegetables, 85
Unimportant, except in a few districts, 85, 120

Wages in relation to Protection
Amount and purchasing power Comparison with Wages in

Holland, 170
Decrease probable Causes tending to bring about a drop in

Wages, 129-30
Increase necessitated by increased cost of living, 140
' '

Industrial Insurance Corporations,
' '

Wages established by, 1 2 3

Insurance of Workmen
Depression in trade, danger of system not yet tried by any

prolonged depression, 129
Increase in payments in respect of Table, etc., 128-9

Number of Workers and sum of Wages paid
Agricultural Insurance Corporations, 126

Agriculture and Forestry, 126
Domestic Service, 127
Employes in Agricultural, Industrial Employments,

Commerce and Communication, 127
Industrial Insurance Corporations Wages, 125-6
Military and Civil Services and liberal professions, 127

Silesian textile manufacturing Associations and Upper Silesian

Coal industry Wages and corresponding average
annual prices of chief articles of food Table,

1886-1907, 124
Prices of Commodities, Proportion of Wages to, 123, 125

Waste of Protection Uneconomical employment of capital and
labour arising from Protective policy

Agriculture Artificial preservation of large landed estates and
extension of unsound corn-growing operations,

85-7, 88, 95, 119
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r.rrmany (cont.)
Waste of Protection, etc. (cont.)

Cotton Industry Artificial pampering of fine yarn branch, 107,
121

i stilling business, 120
Glove industry, 122
Iron and Steel Industry, Industrial establishments along the

sea coast, 121

Linen industry, 122

Machinery built in Germany which could be purchased more

cheaply abroad, 121

Sugar industry, 120
Umbrella industry, 122

Zollverein

Economic power and importance of Germany due to, 362
Prussian economic sacrifices submitted to for a political end. 370

Gibson, Congressman
Importance of maintaining Protection, 468

Gidc M.
Protective duties harassing and costly, 512

Giretti. M. Eoardo (Italy)
Protection in Italy

Agricultural Interest and Protection, 77-80
Corruption in Politics, Effects of Protection. 60
Industrial Development, Effects of Protection Statistics, etc..

53. 6o-7o
Material progress of Italy during last 10 or 15 years Wrongly

ascribed to Protection, 53
Pamphlets in Italy, 253
Protective Tariff of 1887 and subsequent Tariff enactments

Foreign Trade. Effect on Tariff war with France, etc., 56-60
Statistics, 1884-1907. 57. 58

Real and avowed purj>oscs of Protectionists in 1887. 53-5
Reform of Tariff on Free Trade lines Difficulties in the way.76-7

Gladstone. Mr. W. E.

Logical cohesion of Peace and Free Trade Speech at first Cobden
Club dinner, 9

Tribute to Richard Cobden, 256
Gold Production

Increase in and consequent change in value of monetary unit Effect

on Prices, 439, 509
< iut In-ill. Herr (Member of the Reichstag. Germany)

Protection in Germany
Capital invested in country. 108-18
Corn duties Amount. Effect on prices, cost of production in

other industries, e.c.. 82-6, 88-9, 95-7
Emigration. 96-8
Fiscal effects of protective policy, 150-1
Health of the |>cople, 136-45
Industrial development. Iron and steel industry. <-tc., 98-108
Interest, rate of Influence of Customs Policv. i45

-
5

Introduction of Protective tariff. Hi

Lund Distribution and price. HO-8. 94
Live stock, Number and quality, 89-93



Gothein, Herr (cont.)
Protection in Germany (cont.)

Meat consumption, 93-4
Rural depopulation, 95-6
Situation and prospects of Free Trade Movement, 151-64
Uneconomical employment of capital and labour, 118-22

Wages, development of, 122-36

Gotthardt Railway treaty, 561

Graziani

Incompatibility of protective and revenue duties, 512

Great Britain
see United Kingdom

Grigg, Mr. (British Trade Commissioner to Canada) .

Protectionist Report Statements absolutely untrue, contradictory
evidence from farmers, etc., 460-4

Grover, Congressman
Importance of maintaining Protection, 468

Growth of Protection

Impossible to limit Protection when once introduced, 27, 571-2
United States, 345

Guyot, M. Yves (speaking for Belgian and French delegates)
Commercial Treaties

Advantages and Inconveniences, 536-40
Anglo-French convention, proposals for, 540-6
Historical sketch Treaties between France and England, etc.,

532-6
France, Protection in, 50

Percentage of population profiting by privileges granted, 317-8

Hamilton, Alexander

Diversity of Industries, Encouragement of Argument urged in

favour of Protection, 330
Treasury Report of 1790 Documentary Classic in support of Pro-

tection in United States, 411, 412
Hancock, Hon. J. Denton (United States)

Method of extending Free Trade Duty of the Conference to decide

on some practical measure, 505-9
Handicraftsman

Position in Protected Germany, 140-1

Harcourt, Mr. and Mrs.

Hospitality to Congress Vote of thanks, 577

Harriman, Mr. E. H.
Sums raised to buy voters in New York, 474

Harris, Hon. John W-
Indian Trade Free Trade Education needed for Indian officials, 26
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Havemeyer, Mr. Henry O.
Protection in United States

Campaign expenses, Contributions to Evidence before Com-
mittee of Senate investigating scandals in regard to

sugar duties in 1894, 477
Political influence of trusts, 328
Sugar trust founded owing to high duties on sugar, 385

Hayem, M. Julius (France)
Growth of Protection, Anglo-French relations, etc., 571-2

Hayland, Miss
Work for the Congress, 585

Health of the People Effect of Protective Duties

Germany, 1 36-45
Italy Disease caused by use of badly ripened maise, etc., 79

Hccht. Mr.
Work for the Congress, 585

Hemp Industry
Italy Effects of Protection, 71

Heringa, Dr. (Secretary of Dutch Free Trade Union)
Free Trade Movement in Holland, 164-71

Hill. J. J.
1 ract of iron ore secured for Great Northern Railroad of Minnesota, 339

Hirsch, Max
Free Trade and Protection in Australia

Comparison of economic results of Protection and Free Trade in

Victoria and New South Wales, 171-216 Sum-
mary, 219

for details see Australia Comparison
Debtor nations, Importance of exports as measure of financial

position, 208
Political Morality as affected by Protection, 216-8

Hobson, Mr. John A. (England)
Change in economic position since 1846 New Factors rendering

reversion to pure system of laistei faire impossible,
402-4

Holland Free Trade Movement, Results, etc.

Agriculture Favourable results of Free Trade Movement, 166

Commerce, development of, 165-6
Consuming power of the people, Increase in, 168-9

Fishing Industry, development. 168
Industrial development. Dividends and ex|K>rts, 167
Origin of movement. 164
Present tariff

"
Slightly protective," Low duties on all imports.
164-5, 5 24

Prices of Commodities
Decrease, 108
German prices, comparison with. 169-70

Prosjwcts and situation of Free Trade Movement
Comparative strength of Free Traders and Protectionists, 24
Holland the centre of the Euro|K>an struggle, 501
Not favourable, 165
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Holland (cont.)

Prospects and situation cf Free Trade Movement (cont.)
Tariff not Free Trade but nearest to Free Trade of any Continental

Tariff History of Reform, 23, 24
Shipbuilding Industry built up on cheap material supplied by

Germany, 105, 168

Wages
Amount and purchasing power Comparison with wages in

Germany, 170
Rise in, 170-1

Horses

Denmark, exports from 1885-1905, 224

Hospitality shown to Congress, 579
Resolution of thanks, 577

Humboldt, Wilhelm von
Author of Prussian Customs tariff reform of 1817, 1 1

Huskisson, William
Kf Anglo-French Commercial Treaty, negotiations for, 533"*

Prussia, example of Free Trade given by, in 1825, 283

I
Idealism of Free Trade

Criticised by Protectionists but the best weapon of Free Trade, 253-4

Ignorance the greatest enemy of Free Trade and ally of Protection

Appeal of Protection to credulity and misguided
patriotism

Danish Protectionist propaganda Little Denmark and his foreign

competitors, 240-2
Germany, 160, 163
Italy, 1 5

Imperialism and Free Trade
Economic Imperialism, doctrine of, 10

Hostility to other nations not involved in Imperialism, no incom-

patibility between Free Trade and Imperialism,
564-5

Imports and Exports
Comparison of results of Free Trade and Protective Movements

Belgian Statistics, 260, 261, 264, 265, 276
Exports in proportion to population Comparison of Great

Britain and Foreign countries, 2

Debtor Nations Importance of exports as measure of financial

position, 208

Export problem, refer to title Markets
Protectionist theory that imports were injurious and exports only

beneficial Tariffs aiming at prohibition of imports,
499

Balance of^imports and exports not greatly affected by tariffs

Failure of Protection to prevent imports, 436-7
Balance admitted to be necessary by present dav Protec-

tionists, 434
German corn duties, 84-5
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Imports and Exports (cow/.)
Protectionist theory that imports were injurious and exports only

beneficial (cont.)

Foreigner, Payment of import duty by. Hope of Protectionists
Realisation of hope meant failure of protective
aim, 528

Immoral and illogical theory, 255
Mutually contradictory policies involved Expansion of imports

impossible without corresponding exports, 23, 33, 255
Relation between import duties and export trade Antagonistic

relation. 436
Holland Surplus exports under Free Trade movements, 167
United States, Evidence from, 437

Restriction of imports meant restricting freedom of merchants
and consumers to buy where they chose, 243

State, function of, to decide what should or should not be imported
Protectionist theory that State should encourage
imports of raw material. 434

for particular countries, see their names
Incidence of burdens and benefits of Protection

Benefits, if any, limited to a few trades or classes who profited at the

expense of the many, 22, 27, 243, 252, 347, 359.
404, 407

France Percentage of population interested in Protection, 317-8
Italy Number of persons experiencing only the disadvantages

of protection, 74-6
United States. 396

Consumer, position of, srr that title

Country imposing protective duties burden borne by. 35, 47, 538
Difficulty of forecasting incidence on domestic and foreign markets. 510
Foreign Countries. Injuries inflicted on by tariffs of protective

countries
Admitted by Free Traders, 43
Reflected on country imposing Protection Rich countries the

best to trade with, 47
Injury inflicted nation imposing Protection and on world as a whole

Question whether Free Trade country was more
injured or benefited. 288

Profitable industries carrying naturally unprofitable industries under
Protective system, see title Waste

Smaller manufacturers, position of

Germany Effects of Kartell systrm. refer to Germany, sub-

headings Iron and Steel and Kartell System
United States, 406-7

Working classes, burden borne by
Australia, iJ<>-?

Germany. 371
Incomes of the People

Australia Comparison ot Incomes ,n Victoria anl Now South Wales

prior to 1901 Statistics. 'tc., 207-8

Germany. 1 1 5

Increase in world's aggregate income and in income of average
family. 30

India
Education in Free Trade principles noedrd for Officials. 26
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India (cont.)
Free Trade the basis of British Empire in the East, 20
Low duties on all imports, system of, 524
Population Proportion of population of the British Empire and the

world, 19, 20,

Trade Prospects, 26

Indirect taxation

refer to title Revenue
Industrial Development Effects of Free Trade and Protection

Artificial and unprofitable industries fostered by Protection, refer to
title Waste

Combination, tendency to, see title Combination

Comparison of effects

Australia Statistics of industries in New South Wales and
Victoria, 179-89

Belgium, 259, 261, 266-9, 275-6
Cost of production, increase under Protection, 315

Failure of Protectionist countries to close markets to Free Trade
Britain, explanation of, 327

France Reduction of employment of capital and labour result-

ing, 315-6, 317
Germany, effect of taxes on food and raw materials, 107-8, 130,

135- H9
Italy, 76

Development under conditions approaching Free Trade
France, 300-1
Holland, 167

Improved methods and machinery, influence of Protection in pre-

venting adoption of

Australia, 188

Germany Inefficient works maintained by Kartell system,
374-5. 378

Productivity of labour, Reduction in protected factories Australia,

189

for particular industries see their names
Infant and New Industries

Conditions necessary to success, 323, 324
Free import policy rendering United Kingdom the cheapest area for

establishment of new industries, 293, 294
Many lines of production rendered impossible by Protection, 391
Interests acting to secure and maintain Protection State Financial

officials and capitalists seeking extraordinary
profits, 323

Object and justification of Protection the creation and fostering of

new industries, 388
Results of Protection

Foreign producers attracted by high profits, 323
Market acquired by protected industry causing decrease of

markets of all other industries, 324-5

Temporary tariff tending to become permanent since industries

seldom equipped themselves to face competition
unprotected, 324-5

Canada, 446-7
Usual result when Home competition had broken down the

monopoly, 323
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Insurance against market losses and want of employment
Need for, 55

Insurance of Workmen
Depression in trade, danger of, 1 29

Interdependence among nations, growth of. Effect of Free Trade, et~.

refer to International Aspects of Free Trade
Interest, rate of

Effect of Protection in Germany, 146-150

Internationa] Aspects of Protection and Free Trade

Competition the basis of modern civilisation, best means of improving
individual and national welfare, 101, 558

Discord and Distrust fostered by Protection Logical cohesion
between Protection and Force, 4. 5, 9, 10, 18, 19,

28, 47
Domestic competition far more severe than that of foreign importer, 4
Isolation Economic self-isolation caused by Protection, 5. 12

Anarchism no longer tolerated by actual economic conditions,

355-6, 362, 583-4
Germany Berliner Tageblatt's comment on Dr. Barth's speech, 17

Peace Unity and interdependence of nations fostered by Free Trade
Free Trade a guarantee of international peace.

4. 5. 6, 7, 8, 9, II, 12, 15. 16. 17. 18, 19, 28, 31. 34,

47. 252. 445. 559. 57. 57. 573
Attitude of Free Traders, 29
Cobden Club motto. 9
Cobden's belief, 39
Free Trade Congress a Peace Congress, 47
Moral basis of Free Trade creed. 48
Universal Free Trade to be inscribed on programme of Third

Peace Conference Resolution submitted, 16

Warfare of Trade Protectionist theory that competition in Trade
was an expression of national hostilities, }, 240-3,

55.8

Repudiation of idea by Free Traders. 4. 46, 582

International Committee for Promotion of Free Trade
Provisional Appointment Resolution carried. 574-5

International Telegraphic Union of 1875. 560

International trades (e.g.. Shipping) incapable of being effectively protected
Free imports, policy of, giving preponderance in all such trades to

the United Kingdom, 293. 294-5
Iron and Steel Industry Effects of Protection

Burden on Consumers Italy. 73-4
Causes of development other than protection

Germany, 99, lofi

United States of America. 437-8, 442
Combination of different branches within same works effects of

Protection in Germany -Formation of Kartells, etc.

101-3
Cost of production Comparison of cost in Kuxland and America, 65
Decline, relative decline in production in Unfted Kingdom, as com-

pared with United States and Germany
Protectionist argument against Free Trade, 2*5
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Iron and Steel Industry Effects of Protection (cont.)

Dumping abroad and high prices at home, Injury to home industries

Germany, 103-6
Growth of Protection in United States, 465
Reduction of dues in Belgium by Law of 1895, Results, 267, 271-2
Uneconomic investments of capital Germany, 121

Iron and Steel Trades Journal
German steel, importation into United Kingdom, 103-4

Isolation by Protection

sec International Aspects of Free Trade and Protection

Italy

Agriculture Effects of Protection
Crisis of 1887 used as pretext for introduction of Protective

tariff, 54
Industrial Protection, effect on Agriculturists, 75
Necessity of Protection for Agriculture Strength of prejudice, 77
Population engaged as manual Agriculturists, 74
Wheat, duty on. see that subheading

Corruption in Politics Protection fostering connection between
politicians and speculators, 60

Political influence of protected manufacturers, 76
Cotton Industry Effects of Protection

Manufactures
Annual Output, Value, 64-5
Home consumption

No substantial change since 1887 Explanation of
increase in exports, 65-6

Statistics lor 1906, 66 note

Value of goods consumed Statistics for 1906, 67
Import duties

Cost to natio al consumers, 65-66 Amount yearly, 67
Incidence British Board of Trade Statistics, 65

Imports and Exports Statistics 1892-1906
Piece-goods and other manufactures, 68
Yarn, 67

Raw Cotton, consumption (Imports less Exports) Statistics

1885-1907, 64
France, trade relations with

Entente of 1899, effect on trade, 59 Statistics, 157, 58
Tariff War of 1888-99, 56, 59, 308

Silk Trade, Effects of Tariff War, 61

Statistics, 57, 58
General external trade, reduction of both imports and exports after

1887 subsequent revival in no way due to Protec-
tion, 58, 59, 60

Statistics, 1884-1907, 58

^Hemp, Flax and Jutejlndustries Effects of Protection
"

Home-crops, industries depending on, sacrificed to less natural
jute industry, 71

^ 'Statistics of Home-crops, Imports and Exports, 71
'

Industrial development, Effects of Protection
Artificial industries Progress of Unnatural and unprofitable,

progress made at expense of natural industry,
53,60,71,72,73,76
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Italy (cont.)
Industrial development, Effects of Protection (cont.)

Disadvantages only, number of persons experiencing numbers
engaged in agricultural and other trades and
professions having no interest in industrial pro-
tection, 74-6

Raw materials, trades hampered by artificial dearncss of Foreign
Competition a lesser evil, 76

for particular industries see subheadings names of industries
Introduction of Protective Tariff of 1887 and subsequent enactments

Imports (manufactured) increase in duties on Table. 56
Real and avowed purposes of the tariff Tariff the work of

manufacturers masquerading as an Agrarian
League, 53-5, 77

Iron and Steel Works
Cost of Production to Consumers Effect on State Expenditure,

etc., 74
Import duties. Incidence of British Fiscal Memorandum of

1904, 73
More skilled mechanic industries less protected Political strength

of protected industries, 72
Material progress wrongly ascribed to Protectionist Tariff Reform

of 1887. 53
Moral effects of Protection, 80

Class policy, example of. 80
see also subheading Corruption in politics

Prospects of Tariff Reform on Free Trade lines

Difficulties in the way, no serious prospect of reform. 76-7
Ignorance of political economy in Italy, 15

Revenue and Expenditure
Extravagant expenditure prior to 1887 Contributing cause of

Tariff enactment of 1887, 55

Improvement in Administration Statistics 1887-1907, 59
Indirect taxation, Financial system based on Delusion of Tax-

payers, 76
Shipbuilding Drawbacks and bounties on production. 74
Silk Industry Effects of Protection, 76

Raw Silk

Exports. Proportion of total value of Italian exports. 6 1

Home production, 61

Imports and Exports Statistics 1888-1907, 62

Weaving industry
Imports and Exports

Diminution of imports due to protective taxes, question
whether it was balanced by increase in national

manufactures, 63
Statistics 1886-1006. 63

Proportion of raw silk absorbed by national industry, 61

Sugar industry effects of Protection
Brussels conference of 1902 Protection accorded to Italian

sugar factories, 72
Consumers, Cost to, 72
Consumption, effect on, 73
Natural industries, fruit preserving, etc., rendered impossible

by high price of sugar. 73

an
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Italy (cont.)

Tuscany 's struggle for Free Trade and trade relations with Great

Britain, 24, 25
Wheat, Duty on

Abundant crop of 1907 Profits realised by dealers at expense
of producers and consumers, 79

Cost to consumers, 79
Imports (less exports) with variations in duty Statistics, 1881-

1907, 78
Increases since 1887, 55

Large owners, advantage restricted to Small farmers, i.e., bulk
of agriculturists were buyers of bread, not sellers

of wheat, 54, 77
Standard of living effect on Disease caused by use of badly

ripened maize, etc., 79
Staple Italian crops, internal and external outlets limited by

high price of Wheat, 80
Woollen Industry

Manufactured goods
Annual output, averages, 70
Home consumption Statistics, 70
Incidence of British Board of Trade Statistics, 70-1
Increase in home production not making good decrease in

imports, 70
Progress no considerable progress during last 25 years, 68
Raw wool, Consumption of Statistics 1885-87, 1887-90, 1894-96,

1904-06, 69
Working classes ruined by Protection, 253

' '

Italy To-day
' '

by Mr. Bolton King Extract, 60

Jeans, Mr. J. S.

Iron and Steel Industry Cost of Production in England and America,
44, 465

Jones, Hon. A. G.
Free Trade views expressed at Ottawa Convention, 1893, 449. 5

Jordan, Mr. David Starr (President of Stanford University, California,

U.S.A.)
Iniquity of Protection Violation of American ideal of equality

before the law, etc., 498-501
Ju Toy, Cass of

Instance of exercise of arbitrary power by Administrative tribunals
in United States, 493-4

Jute Industry of Italy, 71

Karr, Dr. Horst
Education of the working classes as to the dangers of Protection and

the advantages of Free Trade, Need for, 26
Kartell system in Germany

see Germany
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Ivdly, Mr. William J. (Workman in Government railway workshops at

Cjuorn, South Australia)
Sugar industry, Protection in Australia Cost to home consumer

effect on fruit industry, elc., 220-1

Working classes in Australia. Burden of Protection borne by, 220-3

King Edward VII.

Peace, Influence for, 7

King, Mr. Bolton
"
Italy To-day," Extract from, 60

Klotz. M. (President of French Customs Commission), 542

Kocdt, Mr. Pescheke (Denmark)
Agriculture, development under Free Trade conditions in Denmark,

222-5
Cost of Protection in Denmark, 237-40
Export problem Advantage gained by Free Trade Denmark, 248-9
Fallacies of Protection, 254-5

s
Appeal to ignorance and credulity, instances from Danish Pro-

tectionist propaganda, 240-4
Free Traders of the Manchester School Intellectual and Moral

Eminence, 256
Idealism of Free Trade, 253-4
Industrial Development in Denmark Protected and non-protected

trades, 235-6
International aspect of the Free Trade controversy, 252
Mew Danish Taritf, 249-51
Profit absorbing industries True nature of artificial Protection

fostered industries, 236-7
Wages in Denmark, 245-7
Working classes and Protection, 253

Hoc-food, Mr. Michael (Head of Official Bureau of Statistics, Denmark),
246

Kubeck, Baron Max von (Austria)

Prospects of Free Trade Movement in Europe need for Coalition
of Middle European States against America and
India, etc., 354-67

Labour
Attitude of Working-classes towards Protection

Germany u, 12

United States, 416-7, 425. 427-9
Effects of Protection on Labour, 14

Italy, 253
United States. 47

Employment see that title

Free Trade a Working-class question, 26, 28

Peace, feeling in favour of, 8

Price of Ldbour in relation to price of Commodities st* Wages
Purchasing power

Protection of National Labour

Hypocrisy of Protectionist battle cry. 359-60
Meaning of in United States, 489
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Land
Distribution

Concentration fostered by Protection Germany, 85-7, 88, 95, 1 19
Rural depopulation, relation to, 95, 96, 147

Denmark, 226-7
Freehold principle, Advantage to Agriculture Denmark, 227
Italy, 54, 77
Small Holdings, system of

Contributing cause of progress of agriculture Denmark, 227
Small and medium-sized estates, movement to render

acquisition of small estates possible Germany, 87-8
Price increase in price due to Protection Germany, 94-5

Land Cultivation

refer to title Agriculture

Laurier Sir Wilfred
Free Trade views expressed at Ottawa convention, 1893, 45 ~2

Law, Mr. Bonar
Protection to be used to encourage import of raw materials as against

manufactured goods, 434
Lecocq, M. Jules (Belgium)

Tariff Policy of Belgium and its effects on development of Belgian
trade

Cotton Industry, effect of law of 1895, 271

History of tariff movements from 1815 onwards, 256-71
Imports, quantity and value of duty free and taxed imports in

1907, 276
Industrial Development, Causes of, 275-6
Meat Restrictions on imports of cattle and meat and their

results, Statistics, etc., 257, 265-6, 273-4
Rough castings effect of law of 1895, 271-2 Table, 272

Levasseur, M.
Corn duties in France, average bounty on corn-growing, 314

Limousin, M. Ch. M.
Protectionist Fallacies Results in France, 22-23

List, Friedrich
Doctrine of Protection for infant indus ries (theory of "

development
''

duties), 368
German Protectionists, divergence from octrine, to whose

authority they appealed, 369-72, 387
Live Stock

Proportion kept, &c., effects of Protection on Germany, 89-91, 109
see also Names of Animals

Lodge, Mr. Henry Cabot

Dangerous situation due to present
' '

conditions ' '

in United States,

349
Lotz, Professor (Germany)

Revenue aspects of Protection in Germany, effects of increased

expenditure, decreased consumption, etc., 524-8

Lombroso, Professor Cesare

Pellagra, discoverer of cause of, 79



Low duties on all Imports. System of

Holland, 164-5, 5-4
India

Operation of, from revenue-yielding point of view, 518

Lowell, James Russell

Description of United States Senate as "
that secret and irresponsible

club," 477
'

McCarthy, Denis

Employment of children in factories, 423

Macdonald, Mr. J. A. Murray (Secretary to the Congress)
Appreciation of services of all who had contributed to success of the

Congress, 584-5
Work for the Congress, 580-1

Vote of thanks, 577, 578 Acknowledgment, 584

Macdonald, Sir J.
Protective Resolution introduced into Canadian Parliament, 446

Me Fee, Mr. Alexander
Canadian commercial policy, 573

McKenzic, Hon. Alexander (Canadian Premier, 1876), 446

McKinley, President
Surrender to Protection although converted to Tariff Reform. 346

Maraini, Signor Emilio
Action as Italian delegate to Brussels Sugar Conference of 1902, 72

Margarine Industry
Protection in Belgium, 267

Markets, Competition for New Markets

Advantage gained by non-protective state value of exports per
head in United States. Germany, France, and
Denmark, 248-9 ^

Argument for raising tariffs in order to have wherewithal to negotiate
commercial treaties. 248, 325-6. 569-70

Artificially stimulated production in protective countries creating
need for more markets, 248

Economic Imperialism Prestige of Empire used to conquer new
markets. 10

Failure of Protectionist countries to close markets to Free Trade
Britain due to increased cost of production in their

own industries. 327
Productive power felt to be ahead of demand New factor telling

against reversion to pure system of laisst: faire,

4<>3

Martin. Mr. Joseph. K.C. (Canada)
Canada and Free Trade

Failure of Liberal Party to carry out Free Trade resolutions
Result of corruption. 455-9

Introduction'of tariff for Revenue by Conservative Party after

defeat of Liberals in 1878. 446
Ottawa Conference of Liberal Party. 1893 E'rec Trade Resolu-

tions and Speeches, 446-55
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Martin Mr. Joseph, K.C. (Canada) (cont.)
Canada and Free Trade (cont.)

Prospects of Free Trade Movement, Attitude of Canadian People,
51, 459-60

Grigg, Mr. (British Trade Commissioner) Report of

Statements absolutely untrue, Evidence quoted
from Mr. Porrett's book "

Sixty Years of Protection
in Canada," 460-4

Relations between Canada and the Mother Country, 52
Mason, Mr. D. M.

Increase in gold production of the world, Effect on prices, 509
Materialism fostered by Protection

United States Burton Law permitting use of Niagara for generation
of electrical power, 496

Mead, Mr. Edwin D. (United States)
Garrison, Mr., Letter from, 19
Peace and Free Trade, logical cohesion between, 18

Meat trade Effects of Free Trade and Protection

Belgium Statistics, etc., 257, 265-6, 273-4, 27S
Denmark Exports, 1885 to 1905, 224
Germany, 92-4, 134, 137, 139, and note

Mercantilism, spirit of Spirit of Protection, 55-8
Middle European States

Coalition against dumping of American and Indian grain proposed
Terms, etc., 362-3, 365

Miles, Mr. Herbert (Representative of National Association of Manufac-
turers of United States)

Position of American Manufacturers, Demand for Tariff Reform not

implying surrender of Protection, 528-32
Milk Industry

Co-operation, effect on production Denmark, 228-9
Price of milk and the feeding of Children Germany, 90-1, 141-2, 143

Mill, J. S.

Wastefulness of Protection as method of raising revenue, 512

Mitra, Mr. S. M. (India)
British Empire in the East based on Free Trade, 20, 2 1

Molinari, M. G. de
Combines, Trusts, Kartells Objects and results attained, 327-8
Nature of Protectionist arguments Not taken seriously by their

most ardent supporters, 328-9
New markets, contest for Failure of Protectionist Countries to close

markets to Free Trade Britain, 226-7

Original causes of Protection Causes no longer existing, 321
Resources of a country, development of, to meet as far as possible

all requirements of the consumer Argument for

Protection, 322
Examination into validity of argument, 323-7

Mond, Mr. Alfred, M.P.

Employment, Stability of, under Protection and Free Trade, 433
Exports and imports. Protectionist theory that function of the State

was to encourage imports of raw materials, 434
Wages, rate of, and cost of production, relation between, 430-2



631

Monopolies
refer to Combination

Mor.il Aspects of Protection and Free Trade
Civilisation and Humanity, Free Trade the barometer of, 16, 252

Barbarism, remnant of in Protectionist treatment of the foreigner.

48, 49
Denmark Free Trade resolution of Jutland farmers, 235

Divine and Economic law, Violation by Protection, 17, 329-30, 354, 498
Equality in matters of taxation Common right violated by Pro-

tection, 21, 22
Freedom of trade allied to Liberty of Speech and Religion, etc., 36. 583

Liberty and Protection a contradiction in terms Sir R. Cart-

wright's Views in 1893, 454
Individual right incapable of translation into national wrong, 252
Iniquity and injustice of Protection, Justice of Free Trade, 25, 27, 28,

329-30. 498
Iniquity gather than inexpediency of Protection should be

insisted on. 14, 19
National Characteristics, highest qualities allied to principles under-

lying Free Trade, 36
Political morality, see that title

Protection and Public morality mutually contradictory, 50
Warfare against welfare of others Principle of Protection. 48, 49, 558

Imports and exports, Immorality of Protectionist theory as to

255
Most favoured-nation system

Advantages, 537, 546, 561

Mowat, Hon. Oliver
Free Trade views expressed at Ottawa Convention, 1893, 449

Mowatt, Mr. James
Corn Laws, passing of in 1816 Protest of minority of House of Lords.

528

National Liberal Club

Hospitality to Congress Vote of thanks, 577

Nationalism
see Patriotism

Need of Protection, Arguments for

Agriculture. Prejudice strongly held in Italy. 77
Conditions requiring Protection I-ess economically developed States

l>cforc introduction of modern means of transit. 355

Reputation unnecessary Protectionist arguments not taken seriously

by their most ardent sup|x>rters. 328-9
Nelson. Professor Henry Ixx>mis

Congress and tariff legislation, 478

New Countries

Agriculture. Neglect of Consequent increase in cost of Food. 31, 32
Success of Protection in Explanation of apparent success. 388-9

Wages Higher than in older countries. 192

New Industries

see title Infant and New Industries
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New South Wales
Free Trade prior to 1901 Comparison of economic results with

position of Protected State of Victoria, see Australia

Comparison
New York Life Insurance Company

Contributions to National Republican Campaign Committee in

Presidential Campaigns, 473

One-sided Free Trade
see Free Imports

Open-door po'icy
Advantage of, 561

Osborne, Thomas M.

Spirit of Free Trade in United States, 427

Outlets for Goods
see Markets

Over-production
Tendency of Protection to cause, 503

Palmer's Shipbuilding and Iron Co.
Use of dumped German steel, 105

Paris, Metropolitan Railway of

City's interest in, value, etc., 353

Partial nature of Protection even in Protective Countries

Testimony to Free Trade, 3 5

Passy, M. Frederick

Expression of sympathy with aims of the Congress Letter to M.

Guyot, 579
Patriotism and Free Trade

Appeal of Protection to misguided patriotism Education the only
means of dispelling prejudice, 234, 238, 407-8

Freedom for other nations, desire for, not incompatible with true

patriotism, 366
Peaceful nationalism fostered by Free Trade, 7

Pauper Labour

Outcry against, from Protectionist and Free Trade Countries alike, 430

Peace Conference, 18

Peel, Sir Robert

Advocacy of Free Trade, 43, 287

Pellagra, Cause of, 80

Perkins, Mr. George W.
Contribution from funds of New York Life Insurance Co. to fund for

election campaign, 473
Mail contract awarded to company in which Mr. Perkins' firm

was interested as return, 473-4



Perkins, Senator
Borax duty in United States, increase procured. 476

Porritt's, Mr.. Book "
Sixty years of Protection in Canada." 464

Picard, M.
Protection an obstacle to the growth of trade, 310

Pierce. Mr. Franklin (United States)
Moral strength of the Free Trade position, 406-7
Protection in United States J

Absolute Government, drift towards Usurpation of power by
the executive condoned and invoked as remedy
against despotism of industrial corporation

;

-f^^HM
Character of the people, Effect of Protection and paternalism

on Loss of enterprise and initiative, 480-5
Corruption in Politics arising out of Protection, strength of

Trusts, 469-79, 496-7
Fiduciary relation, growing disregard of, growth of materialism,

&c., 494-6
Methods of Protectionists Appeal to patriotism. c:c., covering

what was really robbery. 407-8
Opposition to Protection No real party of opposition, 497
Public Expenditure Spendthrift policy rendered possible by

Protection and promoted by Protectionists for

their own ends, 485-8
Review of tariff history Increase in Protection accompanying

decrease in cost of Production 464-8
Treatise " The Tariff and the Trusts," 248

Patented machinery, increase by, of productive power of United

States, 337
Price of Commodities, Increase caused by Protection, 340-1

United Kingdom, Achievements under Free Trade conditions, 405-6

Pig-keeping in Germany
Fluctuation in number kept, effect of Protection, 92-3

Pilsen. Bohemia
Income received by citizens from Burger Bran. 353

Political Aspect of Free Trade Controversy
Intimate connection with Commercial Aspec'. $i;6

Free Traders' disposition to neglect this point of view, 557
Political Economy

Teaching in support of Free Trade, 13, 36
Political Morality, corruption resulting from Protection

Australia, 216-8
Canada. 448. 452. 453

Increa.se in corruption during last twelve years. Autocratic

powers of Premier and Cabinet owing to large
election funds, etc.. 456-9

Denmark Vote-catching morality in. 233
Italy. 60. 76
Prestige of the Legislature. Effect on Australia. 218
United States, 47. 392. 470

Methods of procuring tariff legis'ation Instances, i-lc.. 47-9
Politicians

Qualifications required, 255-0
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Population
Comparison of effects of Free Trade and Protection in New South

Wales and Victoria, prior to 1901 Statistics, cic.,

174-9
Distribution of Failure of Protective Tariffs to affect distribution in

advanced countries, 289
Increase in, during last century, 30

Contributing cause of introduction of Protection in Germany, 8 1

Post, Mr. Louis F. (United States)
Methods of Protectionists in United States Appeal to the flag, etc.,

408-9
Working-men, relations to Protection and Free Trade in United

States, 410-29
History of Protection and Free Trade in United States from

1789 to after the War, 410-6
Socialism, trend of working class opinion towards Opportunity

for the natural Socialism of Free Trade, 425-9
Statistics, National Statistics of wealth, wages, etc. Untrust-

worthy and noncomparable, 417-21
Wages, Prices, Employment, etc., under Protection, 421-5

Postal Union of 1897, 560

Potato-growing
Corn duties, Effect of in Germany, 89, 137
Protection in France Duty on manioc, 536

Poultry Industry in Germany
Insignificant industry hampered by corn duties, 85, 120

Preference
Colonial Preference, see that title

Countries advocating preference refusing to give it among them-
selves, 33

Prices of Commodities

Comparison of effects of Protection and Free Trade
Australia Prices in Victoria and New South Wales prior to 1901

Statistics, etc., 195-202
Higher in Protective country than in other countries on same

industrial stage, 391
Holland and Germany, 169-70

Decrease in 1880-95 France and England, 310 note

Decrease under Free Trade condition^ Holland, 168
Gold Production, Effect of increase in, 439, 509
Increased Prices due to Protection

Australia, 221

Duty paid not only on imports but on a large share of home
produce United States, 340-1

Germany, Average rise in prices, 139
United States, 489

Kartell system, Effect of, 374
Labour, Price of, relation to. see Wages Purchasing power
Maintenance of level of 50 years ago, Protection counterbalancing

decrease in cost of production United States, 468
Profit and Price, difference between, 32
Relation to Fiscal Policies, 31
Transit, improved means of, lowering prices, 254

Margins of profit reduced in proportion to reduced risk, 35
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Production
Cost of

Increase under Protection, 317, 327
Wages, rate of, relation to Fallacy that cheap wages meant

cheap production, 430-1
refer also to Names of Industries

Increase by division of labour Adam Smith's theory, 528

Progress and Prosperity
Actual not relative standard the important thing. 4
Free Trade the most effective safeguard, 11,17

Cobden's belief, 39
Humboldt's, W. von, views in, 1817, n
Object lesson provided by Great Britain after 60 years of Free

Trade, 2

Intimate connection with customs laws, 254
Lower standard of living due to Protection, 13 21

Italy Effect of duty on Wheat, 79
Wrongly ascribed to Protection

France, 5 >

Italy. 53
United States. 394-6, 441

refer also to titles Employ .nent, Labour, Prices, etc.

Propaganda Methods of converting people to Free Trade
refer to Extension

"
Protection and Free Trade "

Anecdote from, illustrative of divorce between Protectionist practice
and theory, 328

Prussia

Customs Tariff Reform of 1817, n
Land Settlement Commission, work in Poscn and West Prussia, 88

Pulsford, Senator (Australia). 29
Commerce, growth of Causes, etc., 29, 30
Fallacies of Protection, 32, 33

Interdependence of the nations, growth of Effect on trade, etc., 31,

32. 34
Paper received too late t > be submitted to the Congress, 29
Prospects of Free Trade Grounds of confidence, 29 et sef.

Strength of Free Trade, Economic and moral, 36, 37
Transit, improved means of Effect in facilitating distribution and

cheapening commodities, 35
Purchasing power of Wages

refer to Wages

Q
Quay. Senator

Speculation in sugar after voting for increased duties on refined sugar,
47

.

Raffalovich. M.
Incidence of indirect taxation, difficulty in forecasting Extraordinary

resul's in German Iron and Strcl industry. 510
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Raw Materials, Taxes on

Consumption, effect on Germany, 131-2
Finished products, production discouraged United States, 443
Importance of free imports, 43

ea, Mr. Russell, M.P.
Colonial Preference, Revival of doctrine by Mr. J. Chamberlain

Results, 297
Free Trade in the United Kingdom

Admittedly successful for 25 or 30 years, 282, 287
Causes of adoption and maintenance of Free Trade policy, 278-82
Degree of general acceptance and support, 277, 279, 296, 297

Future of the Free Trade Movement Forces arrayed against Pro-

tectionism, 298-9, 583-4
One-sided Free Trade, Effect on Foreign Trade, Distribution of capital

and labour and employment, 282-93, 29^
Illustrations, 293-5

Protectionist faction in the United Kingdom constituents, 277
Revival of British Protectionist sentiment and rise of

" Fair

Trade "
party among manufacturing classes,

282-6, 296-7
Work for the congress, 578, 580-1

Vote of thanks Acknowledgment, 583

Rea, Mr. and Mrs. Russell

Opening reception given by Vote of thanks, 577

Reciprocity
Case for, 444-5
Commercial treaties, Reciprocity in Benefits accruing in proportion

to concessions granted, 538-9
Red Parlour Magnates, 455

Re-export, goods for

Exemption from import tax in Belgium, 261, 268-9
Results of system Statistics, 1906-7, 269, 275

Resources, Development of
see Diversity of Industries

Retaliation and Tariff Wars
Chamberlain's, Mr., adoption of argument that Protection was neces-

sary in order to secure reciprocity, 326-7
Effect on Trade outlasting period of strife France, Tariff Wars

with Switzerland and Italy, 307-8
' '

Fair Traders ' '

of United Kingdom, Object of, 297
Free Imports the best weapon against Protection Evidence of

experience, 43
High tariffs as instruments of negotiation, 248, 326, 539-40. 570
Necessary Corollary of a Protective regime, 308
Recoil on country initiating policy, 309

Revenue Aspects of Protection and Free Trade

Analysis of the different kinds of commodities and fiscal results of

customs duties imposed on them, 5 1 3-20
Cost of Protection to consumers, effect on State Expenditure, 365

Germany, 151

Proportion of consumers furnished by the State, 363
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Revenue Aspects of Protection and Free Trade (cont.)

Expenditure, effects of Protection on

Extravagance the ally of Protection
Direct taxation the remedy, 488
Italy, Case of, in 1887, 55
United States Wasteful expenditure promoted by Pro-

tectionists for their own ends, 485-7
Increase in expenditure caused by Protection.

Italy Increase in expenditure caused by Protection of
Iron and Steel industries, 74

Experience prcponderatingly in favour of Free Trade Stability and
elasticity of the English revenue tariff as compared
with protective systems of other countries, 2.

520-4
Foreign nations, raising revenue at expense of Protectionist fallacy, 3

Ignorance of tax-payer as to amount paid in taxes under a system
of indirect taxation, 76

Instability of yield of Protective duties, 516, 518
France, 521
United States, 523

Leakage under a Protective Tariff. Taxes largely diverted from

Treasury. 14
Australia. 212-6
Least revenue in proportion to its burdens produced by Protec

tive taxation United States' experience, 47
Whole proceeds of taxation yielded to national exchequer under

Free Trade, 45
Limits of expansibility of Revenue, 521

Mingling of revenue and restrictive ingredients in modern tariffs

Revenue ascribed to customs duties as a \vh-K'

really contributed by a few items or classes, 513-4
Non-protective duties, Proportion of Revenue derived from

in Germany, 1 5 1

Policy of Free Traders in fat years Features of policy. Remission
of taxes, Reduction of National Debt, etc., 44

Protection by its nature opposed to effective taxation for revenue

purposes Adherence to Free Trade essential for

revenue system to attain its maximum produc-
tiveness, 5 1 1

Completely protective duty -nothing contributed to State

Treasury. 513
Increase in duties outweighed by decrease in imports in France

Statistics, 1870-1905. 312- Frriich wines. $47
Political economists, teaching of. 512
Practical financiers, evidence of. 512-3
Strongest jxjint in support of Free Trade. 528

Social Pur|xjses, new expenditure required for question of broadening
basis of taxation, 5 1 1

Cajwcity of a Free Trade fiscal system to provi le revenue re-

quired. 43-5
Revival of Protection

Movement l>eginning in 1875. 282. 310 and <>/<? 535

Agriculturists, spread of Protectionism among. 361
Franco-Prussian War. effect of, 357-8. 301
for p. trti< ul. ir countries ste their names
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Revival of Protection (cont.)

United Kingdom, Revival in, see United Kingdom

Rieppel, Mr.
Position of German manufacturers of machinery,. 377

Rockefeller, Mr. John D.
Orders obeyed by the United States Senate, 478

Roosevelt, President.
Funds for National Campaign Committee, 474
Surrender to Protection policy, 346
Tariff revision, support of, 531

Usurpation of power invoked and applauded by the people Instance
in regard to combination of Tennessee Coal and Iron

Company and United States Steel Corporation,
490-2

Roscher

Incompatibility of protective and fiscal revenue duty, 512

Rosenthal, Mr. A. (England)
Ultimate triumph of Free Trade assured, 16

Rossi, Senator Alessandro
Italian Tariff Reform of 1887, 54

Rural Depopulation
Causes and extent in Germany, 95, 96, 147
Tendency of population to crowd into towns, 31

Say, Leon
Consumers, Cost of Protection to, in France, 314
Corn duty in France, 302

Schelle, Mr. (France)
Protection in France

Cost of Living, Increase due to Protection Increase greatest
in price of necessary foods, 3 1 2-4

Employment and Wages, Decrease in, 316-7
Employment of Capital, decrease in, 315
Exchequer, Injury to, by increased duties, 312
Fluctuation in Tariff Legislation Evils of resulting uncer-

tainty, etc., 300-7
Foreign trade as a whole, effect of Protective duties on Statistics,

etc., 309-11
Percentage of population profiting by Protection, 317-8
Prospects of Free Trade Movement, 318
Tariff Wars and Retaliation, effect on trade of France, 307-9

Schilthuis, Mr. (Holland)
Dutch Tariff, 23, 24
Influence of England on the Free Trade question, 24

Schwab, Mr.
Iron and Steel Industry, United States Cost of production, 465
Iron ore tract belonging to Great Northern Railroad of Minnesota,

extent and value, 339



Scope of Free Trade controversy
Moral and intellectual interests affected, 365-6

Serving, Professor
German Corn tax, additional burden per head of population 136

Sjve, M. Edouard

Anglo-Belgian trade relations. 573^
Articles for InternationalTreaties proposed at International Congress

of Commerce and Industry at Paris, 572
Commercial Treaties. 572-3

Shaw, Mr. Leslie M.

Arbitrary exercise of power by executive in United States, approval
by the people, 492

Shepard, Mr. Harvey N. (United States of America)
How to convert people to Free Trade Moral appeal needed, etc.,

13. 14
United States of America, Protection in, 13, 14
Vote of thanks to organisers and officers of the Congress, and for

hospitality shown. 577
Work and origin of Free Trade Congress, 575-6

Sherman, Mr. J. S.

Vice-President of United States of America Olfice conferred on
Mr. Shermin in return for his services m wanting
ott legislation unfavourable to contributor! of

campaign fund?, 475
Shipbuilding and Shipping

Cost of Protection Italy, 74
Fall in freightage from 1870 onwards. Si
Free imports

Belgium, results in, 268
United Kingdom Shipping supremacy due to Free Imports,

3.293. 295
German steel and iron, dumping of -Industries in other countries

built up on cheap material supplied by Germany,
105.168

Silk Industry, Italy
Effects of Protection, Statistics, etc., 61-3

"
Sixty years of Protection in Canada," Mr. Porritt's book. 464

Small concerns, crushing out by Combines, Trusts, etc.

see Combination.

Small owners of land

refer to Land Distribution

Smith, Adam
Division of Labour, Production increased by, 528
Failure of Protection as revenue agency. 51 i

Smith, Mr.
Translation of speeches for the Congress Appreciation of services,

586
Smith. Mr. T. Sherwood (England). 16

Free exchange a law of nature, etc , 16, 17

Snape, AM< nu.m Thomas
Smith's, Mr., services in translating spc.-chcs, 586^
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Social Question in relation to Protection

refer to Progress and Prosperity

Socialism
Difference from Protection Aim of Socialism to benefit whole of

the people of the State whereas Protection sought to
benefit a few at the expense of the many, 404

Germany Socialistic organisation of Industry, tendency of Protec-
tion to produce, 383

United States, Working men looking for relief to Socialism Oppor-
tunity for Natural Socialism of Free Trade,
425-9, 482

Society of Political Economists of Paris

Free Trade tenets, 50

Sovereigns
Peace, influence in favour of, 7

Spectator, Editor of

Social reform, Revenue required for Doubts as to capacity of a
Free Trade fiscal system to provide the necessary
revenue, 43

Stability of Tariffs, relation to stability of Trade
Commercial Treaties, Advantage of, as securing a period of Stability,

536. 546, 550. 56o, 571
Crises and Panics, Liability to, under Protection United States,

441, 484
Fluctuation of Tariff Legislation

Extent in France, 303, 304-5
Inevitable Fixed tariff, an impossibility with continually vary-

ing economic conditions, 307
Resul s Uncertainty and opportunity for fraudulent abuse,' 306

Standard of comfort, effect of Protection on

refer to Progress and Prosperity.

Standard Oil Company
Railway directors and trustees, Corruption of, 494-5

Stewart, Congressman
Importance of maintaining Protection in United States, 469

Stewart, Mr. Montgomery
Pamphlet on Free Trade in Italy, 2 5

Stewart, Senator
Borax duty in United States, 476

Strauss, Mr. Louis (Official Delegate of the City Council of Antwerp)
Commercial Treaties as a barrier to reaction, 571
Protective taxition and the Social question, 21, 22
Work accomplished by the Congress, 579

Sudan
Conquest by Great Britain International jealousies removed by

Free Trade policy of Great Britain, 21

Sugar Convention of 1902, 560
Protection accorded to Italian sugar industry, 72
Reduction of duties

Belgium, 269
Germany, 1 20
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f Industry, offivfs of Protection and Free Trade
Consumption

Belgium Increased consumption after reduction of dues in

1903. 269
Germany, 133
Italy, 73

Cost of Protection paid by Consumer Australia, 220-1

Dumping rendered possible by high duty Germany, 120

Employment. d<-. iv.i-v in. under Protection France, 317
I- rni I and allied industries, effect on

Australia. 215-6. 22\

Italy. 73
Uneconomic employment of capital Germany. 120

S,umner, Professor (Vale University. United States)
Alxsence of complete understanding between American and English

Free Traders. 393
English revulsion in favour of Protection Effect on Free Traders and

Protectionists in United States, 393-4
Prospects of Free Trade Movement in United States Ur.easiness of

situation, etc., 307-8
Prosperity of United States due to causes other than Protection.

394-6
Waste of Protection Independently profitable industries forced to

carry others, new lines of production rendered

impossible, etc., 388-92, 396
Switzerland

France, trade relations with Tariff War of 1892-5. 307
Tariff duties increased in order to give latitude for bargaining with

other countries, 539

T
Taft. Mr.

Support of Tariff Revision. 531
"

Tariff and the Trusts." by Mr. Franklin Pierce. 248. 337, 340-1

Tariff Reform, i.e., K'duction in taritt duties

Futility of partial treatment. 504

Tariff Reformers
Name assumed bv Protectionists in England. 30

Taussig. Professor

Condition of United States cotton industry in 18^4. 46;

Tolstoi. Count, 480

Trade and Commerce
Changes of the last half-centurv. 34

Development of

Causes. < ic.. ,?o

Chief aim of international intercourse. ;;8
Proof of futility of Protection. ^4

Prospects of, 34
Individuals, not nations, trade carried on between. 4
Uneasiness of present situation. v>7
Warfare and trade Protectionist theory that competition was an

expression of national hostilities ire Internationa

Aspects of Free Trade.
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Transit Facilities, Growth of, 30
Forces arrayed against Protection, 583-4
Isolation by Protection an anachronism under existing economic

conditions, 27, 355-6
Protection policy endeavouring to counteract results of improved

commtinication, 27, 362-3
Prices, Effect on, 35, 254

Expenditure on improvement advocated by Protectionists and
increased duties to counterbalance resulting cheaper
prices then demanded, 254-5

Transit Trade
Free Trade Movement, Belgium, 257-8, 260

Increase in trade resulting Statistics, 2 ;S

Shipbuilding and Shipping, see that tit'e

Translation of Speeches at the Congress
Smith, Mr., Services rendered by, 586

Trap, Mr. Cordt

Manager of Copenhagen Statistic Bureau, 246

Trea ties

Articles proposed for International Treaties, 572
Commercial Treaties, see that title

Tropical Dependencies
~"~

Complications introduced by Protection, 28

Support of public opinion secured for dependencies of a Free Trade
Country, 3

Burma and Sudan instances, 20, 21

Trusts
Commercial Treaties, consideration of International trusts as, 556
Kartells, Distinction from, 372-3
refer also to United States

Tuberculosis of the lungs
Prevalence and Protective regime, 144-5

Tuscany
Free Trade Action and Policy, 24,25

' '

Twenty years of Congress,
' '

by Mr. Blaine, 466

Two Aspects of the controversy between Free Trade and Protection
Domestic and International A.spects, 45

TJ

Unanimity of Speakers at the Congress

Somebody wanted with whom to argue, 22

Uneconomic employment of capital and Labour
see Waste

United Kingdom
Adoption and Maintenance of Free Trade policy

Causes of

Economic necessity arising out of physical and commercia
facts, 41

Examination of causes, 278-82
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Uniteil Kingdom (con/.)

Adoption ;uid Maintenance ( >l Free '1 r.ide p,'i

I>egrec of general acceptance and support.'j, _

Entirely successful for 25 or 30 yean*, 282. 287
General election of 1906, evidence of. 50, 207

Capital and Labour, distribution of. effect of one-sided Free Trade
Effect admittedly great but much exaggerated by
both parties, 288-91

Commercial position under Free Trade conditions

Comparison with Protectionist Countries, 406
Continued if diminished advantage due to Free Trade, 39, 43
General Prosperity resulting from Free Trade, 394, 505
Object lesson provided by the United Kingdom. 2

Commercial treaties, position in regard to nothing to give in return
for concessions, 326, 539

Employment Amount und Stability
Comparison with United States," 433
One-sided Free Trade, effect of. 29.:

Extension of Free Trade. Interest in Drawbacks of one-sided Free
Trade, 327

Foreign Trade

Expansion in the face of Foreign Protection. 327,
Increase since 1880 Statistics. 310, 311
Relative decline during pcritxl ol onesided Free Trade Pro-

tectionist argument that England's monopoly
might have been maintained by Protection. 284-6

Total export trade, greater expansion than during first

Free Trade period l>oth in old and new market-,

although certain trades had been crippled or de-

stroyed, 286-8, 292-3 Illustrations. 293-4
Value of rx|tnrts of manufactured uoods, 148

France, trade relations with, \cc France

Germany. r<liii< n> \\ith, .we Germany
Imports, Rise tti during last half century, proportion O f r.tw materials

Mid manufactured IMNJ-, nature ol manufactured
goods. 4^

Influence in favour of Free Trade, extent of influence. .'4

Interest, rate ol Conditions affecting rate. compariM.ni with tho-'e

in Germany. 14^-9
International Trades, Shipping, etc.. incapable of bvnn effectively

protected, preponderance falling into hands of

United Kingdom, 293, 294-5
Iron and Steel Industry-

Cheap material supplied by Germany. 104. u;
Relative decline in production a> tompaicd with I'mted State**

and Germany - Protectionist .ugum- lit against
Free Trade. jS$

Liberal Free Trade GovernmentInaction in C-IUM.- of Free Tr.vle. 545
New industries, policy of free imports remit. rin I'nited Kingdom

th.- chejjKat art.i for establishment of. 20.;. 294
One-aided Free Trade, period of Protectionist revivil abroad and in

the colonies met by system of free imports Results.

282-96
Position of Free Trade party ns compared with position in other

Intending not attacking party, 4> .
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United Kingdom (conl.)
Practice not always in agreement with Free Trade professions

Instances in the Colonies and Asia and Africa,

559, 563
Autonomy of British Colonies involving liberty to make tariffs

if they chose Defence of England against charge
of Concession to Protectionist ideas, 570-1

Suspicion thrown on Free Trade policy of England, 564
Prices, Decrease in, 1880-95, jio note

Prospects of Protectionist movement, 507
Difficulties in the way of a reversal of national iiscal policy.

difficulties almost insuperable, 298-9, 508
General Election of 1903, Lesson of, 50, 207
Necessity of increasing taxation, refer to sub-heading Revenue

Protectionist Faction, Constituents of, 277, 296-7
Revenue aspects of the Free Trade controversy

Conservative Party in any case committed to Protective policy,

4S
Constructive finance based on direct taxation, development of

essential as defence for Free Trade, 405
Increase in public expenditure required for social reform, e^c.,

S4I-2
Increase of Public Expenditure necessary and continuous

in a progressive state, 405
Stability and elasticity of revenue under Free Trade conditions,

520-1, 523
Revival of Protection, 559

""Arguments "made in Germany," 401
Causes, 283-4
Colonial preference, revival of doctrine by Mr. J. Chamberlain, 297

Impetus given by Protectionists becoming a serious political

party, Protection established as chief item in

programme of Conservative party, 297
Reception by the Colonies, 297

Failure of Chamberlain policy, 367
United States Free Traders and Protectionists, effect on, 393-4
United States Prosperity under Protection, alleged Influence

on English Protectionists, 394
Selfishness of British policy Protectionist Theory, 279
Shipbuilding Industry

German dumped steel, use of, 105

Supremacy of United Kingdom, 50;
Wages effects of one-sided Free Trade, 292
Work for the world in the cause of Free Trade, 585

United States
Absolute Government, increasing tendency towards Usurpation

of power by the executive condoned and invoked
as remedy against despotism of manufacturers,

arbitrary powers of administrative tribunals", etc..

489-94
Agricultural Interests of Middle European States, Competition with,

362, 36*5

Cause of introduction of Protection in Germany, 81, 283

Capital and Labour, Friction be^^ecn Direct result of Protection,

34*, 350
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< li.ir.u t.T ol tin-
|M-C>|.;,-. |-.M< i t (.1 I'n.i. . n.iii on

ul nit' i pi)-, .nut niiti.itivc. growing <li j*ul< IR <>u

lation. 47. 4Ho- 5
Politic. il Moi.ility. s<r subheading Corruption
\V;ir

Situation Ir.i.liiiu to Analogy with situation arising out ol the

t.in II <|in-siiou to-day. 347-50
War i. mils iiM<i tu introduce Protection, v< subheading lutiu-

duction of modern Protection
Commercial position

Injury by Protection. Extent of Exaggerated . 500
Prosperity dm- to causes other than Protection, 395-0, 410, 441
Uneasiness of the situation. 397

Competition, stress of. 530
Corruption in politics arising out of Protection, 47. 39.:. 470

Buying Voters, 474
Change in form since 1876. 478
Insurance companies' secret contributions to National and State

Republican Campaign Committees, 473-4
Methods of procuring tariff legislation Instances, elc.. 470-9
Publication of names of contributors and amounts contributed

Proposed laws voted down. 474-5
Cotton Industry Protective duties notwithstanding favourable con-

ditions for production as compared with other

countries. 405-6
I>emocratic Convention of 1892 Condemnation ol Republican pro-

tection, 450
Depression in trade

Existing depression. 501 -j

Causes Over-production and under consumption due to

protective |>oiicy. 5<>2-3
< ' iin.iii ex|M>rt trade, ellect on, 130

Liability to |>anics arising from .ntiini.il iomid.itiun of lui in-

441. 4X4
Dmgley I anil of 1897, jHj. 4^7

T in*- taken to p;--s Hill. 4*3
Employment, volume and stability und> r l'rt<ction Inadequate

and unstable employment. Evidence and Statistics

etc., 4JJ-4
Feilera I Constitution of 1769 Interstate I-rei Trade secured and

restraints on exports prohibited, but power given
to levy duties on imports 41 1

I I'lm i.uy relation betwii-n trustees of .i|Mii.iii- institution* and
thnr stock aiifl jxilicy holder*, growing disregard
ol. 4-14 ,

finished products, production diKouftfged by lUcrea&eJ price ol raw
lll.it' II. il .) j :

Foreign l ommorcc
In&ignincancc. 40
sfc a/so subheading! Imports and Export-

Growth of appetite for Protection since its introduction lor revenue

purposes during Civil War, 345-6
Ideal of equality before tlu law Violation by Protective tariff. 4 >

501
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United States (cont.)

Imports and Exports
Balance of, practically unaffected by changes in tariff laws, 436-7
Excess of exports over imports, 424-5 Real causes, 442
Percentage ad valorem of duties, Decrease since 1904 Due to

increased gold production and consequent change
in value of monetary unit, 439

Relation between import duties and export trade Antagonistic
relation, Instances, etc., 437, 438, 440-1, 442-3

Iron and steel production, extraordinary growth of Dis-

turbing factor in relations, 437
Value per head of Exports of domestic produce, 248

Incidence of benefits of Protection Group of citizens taking all gains
and profits, 396

Inconsistency of Protection with policy of attracting immigrants by
grants of land, 330

Industrial development, effects of Protection

Diversity of industries discouraged, 330
Employers' gains from Protection balanced by increased cost of

production, 499
Smaller manufacturers, position of, 496-7
Some branches of manufacture had benefited by Protection, 442
Surplus for export, 248
see also subheadings names of industries

Infant industries, Protection in!roduced on behalf of, 529
No infant industries to-day in America, 500

Interstate Free Trade, 40, 410-1
Reason why evils of Protection were so little felt, 499

Introduction of modern Protection

Appeal first to manufacturers, then to farmers, 412
Hamilton's. Alexander, report onjmanufactures, 411, 412
Reversion to higher tariffs due to war War tariffs only for

revenue and to offset burden of internal revenue

taxes, 345, 414-5
Government pledges unfulfilled Tariff imposed lor revenue

strengthened for purely Protectionist purposes,

283, 466-7
Iron and Steel Industry ,

Cost of production by the great corporations, 437-8
United Kingdom, Comparison with, 440, 465

Development since 1880, extraordinary development, 437
Exports of manufactured goods, effect on, 438
Invention, progress of, the real cause of development

Protection a hindrance not a help, 442
Exception from Protected list in 1790 as not in need of Protection,

464- K

Existing duty High duty imposed though cost of production
was below cost in England, 465

Legislation Hasty and careless methods due to constant demands
for new laws, 482-4

McKinley Tariff of 1890, 283, 467
Manufacturers, Attitude of, see subheading Prospects and situation

of Free Trade movement
Markets needed for surplus of merchantable commodities Payment

possible only by means of imports, 332
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rowth of Kurton Law permitting uv oi NM: .,i

i li-ttrical power. 496
Merchant Marine ruined by Protection, 443

thods of Protectionists

Patriotic ?rntimcnt, ttc.. Appeal .o. to cover what was in essence

highway robbery. 407 9
Prejudic.- , an, .if the people, app -als to, 469

1

I ]'le-ii.,n resulting from Protection, 44;
Limits of natural resources now apparent -Change in Trade

comlitions, 4f>

Prices of Commodities
Increase due to Protection, 340-1

Ingenuity and enterprise and lower quality partly counter-
l-.tl.uic. mi; cost of Protection, 301

Sixty per cent, higher than ten years ;igo. 489
Not changed from 50 years ago. 4(18

Prospects anl situation of Free Trade mo\vment
Abolition or reduction of dutit-s. i|tirstion of

. i. icln.il procedure neci-ssary. 507
Partial action useless. 34(1, 34
Tariff revision

"
liy its frien<ls." meaning of. 302

Tariff revision, meaning of. 3>7
Attiti.de of the jx-ople

Possibility that the tariff question might again Ix-come a

living question. .v>S

PuMic Opii.ion rushing in clirertion of absolute Free Trade
though not so named nor commonly so understood,
4JO 7

Wearine-vs of the subject of I'rotection, .V)2

Difficulties in the way of Free Trade
Control of tariff question in hands of a Secret Committee". 398
Difficulty of getting at the jx-ople. 408
Din-ft I.IV.HI n imjxjssjldi- under the constitution. ;*vS

No real jmrty of opposition to Protection. j<7
\\-stetl Interests on side of Protection. ;u7

Manufaclurers, attitude of
i .mi ion approach to Free Trade d-sin-d. 44 j

Reciprocity, demand for. by National Asxx-iation of M.uiti

facturers. 443-4
Revision of Tariff demanded without surrendering Protec-

ion, 529, 531
1 axation for revenue only the one solution. ;'*>

Reciprocity, demand for. 444-5
Revenue aspects of Protection

Defects of existing tariff as revenue instrument. Instability of

revenue, etc .523
I .east revenue in proportion to its burdt ns produced by

Protective tariff. 47
Drficit Present deficit as serious as late surplus was drmoral

ising. 4''

Kxpenditure Spendthrift jxjlicy favouring ends of Protectionists.

485
Sketch of expenditure from close of Civil War to i>>7. 48*1-7



United States (rout.)
Revenue aspects of Protection (cont.)

Substitute for Revenue produced by Tariff, see that subheading
Review of tariff history, 412, 464-7
Slaveowners of the South, Attitude towards Protection, 414
Statistics, National Statistics of value of wealth creations, Criticism

of Analysis by Mr. Bliss showing Statistics to be

untrustworthy and non-comparable, 417-21
Substitute for Revenue produced by Tariff, Scheme for State to

claim a share of profits of all corporations or

individuals receiving from the State exclusive

privileges, 332-3
Amount of revenue which would come in

Bell Companies, illustration from, 333-5
Commercial marine privileges, Payment for Best means

of producing an American Merchant Marine, 339
Land, proposed small rent-charge on grants of, charge to

increase with productive value, 336
Mining properties, revenue to be derived from proportion

able royalty on Value of tract of Great Northern
Railroad of Minnesota's tract of iron ore, 339-40

Number of corporations fairly assessable, 335-6
Patents and copyrights Number of patents issued, Increase

in productive power by patented machinery, etc.

3.37-8
Collection of revenue, proposed system Cost, etc., 351
Moral and political advantages of scheme

Corruption in granting charters, etc., diminution ol tempta-
tion to, 343

Demand for Protection would cease, whole system of Protec-
tive tariff policies collapsing as revenue increased,

345-7

Friendly feeling, promotion of, between the people and the

industrial corporations, consequent decrease in

expensive litigation ard corrupt or factious opposi-
tion to corporations, 344-5

Government, increased respect lor and confidence in, 343
Reconciliation between capital and labour, 350
State's share would be taken from people who at present

gave nothing to anyone for their privileges, 343

Practicability of proposed substitute Precedents in Europe,
352-4

Shareholders in existing industries Gradual operation of sub-

stitute would prevent infringement on rights or

disturbance of values, 343
Vested interests difficulty Not necessary to touch existing

corporations, Rate at which new corporations wert

chartered, 341-2
Tariff Act of 1883, 467
Theory and practice, Divorce between, as regards Free Trade, 13, 14
Transit facilities decreased by tariff policy, 44 "

Trusts
Abolition of tariffs would render Trusts harmless. 4^6
Advantage taken of Tariff by, 530
Differentiation needed between Protection and Trusts, 529^
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United States (COM/.)
Trusts (cont.)

Sherman Anti-Trust Law, Ineffectiveness, 497
Strength of the Trusts, 469, 479, 496
Tendency of Protection to promote monopolies, 467, 499

WafM
Increased wages balanced by increased cost of living, 348, 421-2.

.; .

Increases found chiefly in period of comparative Free Trade,
since then only the occupations in which workinu
men were strongly organised, 421

Walker Tariff of 1846 Period of comparative Free Trade from

1846-60, 413, 466
Waste resulting from Protection

Naturally profitable industries forced to carry others not naturally
profitable, 388, 389, 390, 396

New industries, Many line? cf production tendered impossible
by Protection, 391

\\ilson Bill of 1894
Protectionist conception of a Free Trade Measure, 467
Sugar duties, scandals in connection with Evidence of Mr.

Havemeyer before committee of the Senate, 476-7
Women and children, Employment of. 423
Woollen Industry Protective duties imposed notwithstanding low

cost of production, 466
Working men and Protection

Definition of working-men, 410
First appeal to working-men made in period after the Civil War

Appeal to socialistic revolt against competition,
415 6

History of Protective policy up till 1842 Working men's
interests considered only obliquely, 412

Present attitude No leaning to Free Trade though distrusting

Protection, 416-7, 425
Opportunity for American Free Traders, 426, 428-9
Socialism, working-men turning to as protection against

competition, 425, 427-8
Wages, see that subheading

United States Steel Corporation
Bonuses to President of Corporation and his subordinates. 495
Combination with Tennessee Coal and Iron Company Violation of

Sherman Anti-Trust Law sanctioned by President

Roosevelt, 492
Unwin. Mr. and Mrs. Fisher

Hospitality to Congress Vote of thanks. 577

Value of industries in relation to National Grcatne^
No moral character or political worth in any industry- per at. ^89-90

Varick. Mr. A. de (Holland)
Benefits of Free Trade, struggle of Holland for Free Trade, < tc., 501
Peace, Free Trade the best means of maintaining Resolution sub-

mitted to Congress, 16

TT



650

Vertical concentration of industries

refer to Germany Kartells

Victoria
Private influence of manufacturers affecting tariff, 217
Protection in Economic position, comparison with that of New

South Wales under Free Trade prior to 1901, sec

Australia Comparison
Vossen, Mr. Leo (Germany)

Commercial agreement between England and Germany proposed, 25

Wages
Comparison of effects of Free Trade and Protection in New South

Wales and Victoria prior to 1901 see Australia,

Comparison
Cost of production and rate of wages, relation between Fallacy

that cheap wages meant cheap production, 430-1
Nominal Wages, effects of Free Trade and Protection

Denmark comparatively high wages due to Free Trade in

agricultural products, 245-7
France Wages lower in protected than in other industries, 317
Holland Increase of Wages under Free Trade, 170-1
Strikes, only increases effected by, under Protective tariff, 360
United Kingdom Nominal wages higher than in any other

European country, 292
United States Increases found chiefly in period of comparative

Free Trade, since then only in occupations in which
men were strongly organised, 421

Purchasing power of Wages under Protective and Free Trade condi-

tions, 431
Comparison of Free Trade and Protective countries Holland

and Germany, 170
Decrease under Protection, 21, 246, 360

Australia, 220
France, 316

Cost of living constantly outstripping increase in

wages, 23
Germany, 140

Wages and prices in Silesian industries table 1886-1907
etc., 123, 124, 125

Trade organisations weakened by poverty of workmen,
effect on attitude of employers, etc., 245-6

United States cost of living constantly outstripping in-

crease in wages, 348, 421-2
Increase under Free Trade

Instances, 432
United Kingdom real wages much higher than in any

other European country, 292

Walker's, Robert J., Treasury Report of 1845
Free Trade classic of United States, 413
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\Vanamaker, Mr. John
Contributions collected from manufacturers to be used for corrupt

purposes in United States election of 1886. 471 -a
Warner, Mr. de Witt (United States)

Free Trade Congress suggested by. 576
Free Trade League in United States. Leader of. 426
Prospects of Free Trade Ultimate triumph inevitable. 47. 48
United States' Experience of Protective Taxation. 46. 47

Waste resulting from Protection
Artificial and naturally unprofitable industries fostered by Protection

at expense of naturally profitable industries and
of consumer, 388-91

Australia 208. app. \., 216

Depression of independently profitable industries, extent of
no data for statistical inquiry, 390

Germany. 85-7, 88. 95, 107, 119, 120-2
Industrial concerns requiring continual artificial support, were

profit absorbing, not profit producing whatever
the number of hands employed or quantity of

goods produced. 236-7
Italy. 53.60. 71. 72, 73
United States. 388. 390, 396

New industries Many lines of production rendered impossible by
Protection. 391

Unsound concentration of capital and labour in relatively smaller
number of industries, effect on employment. 433

Wealth Kffects of Protection and Free Trade
Successions to property illustrating Movement of Wealth in France -

Progress never so rapid as during Liberal regime
of 1860-75. 319 Diagram. 320

refer alto to title Progress and Prosperity

Wealth of the world
Increase in world's aggregate income and in income of average family.

3

Welby, Lord (Chairman of the Congress)
Confidence of Free Trailers in their cause, i. 581

Organisers of the Congress Work of Mr. Kuswll RIM and Mr.

Murray Macdonald. 580
Ten minutes rule for speakers at the Congress. 9
Vote of thanks to. 577. 578
Work accomplished by the Congress. 581-2

Westenholz. Mr.
Free Trade resolution. 235

White. Senator
Itorax duty in United States, increase procured. 470

Wine Industry of France
F fleets of Protection in other countries. 31 i

Bordeaux trade with Fngland. 547-8

Women and Children. Fniploymcnt of

Fxtent of employment due to Protection

Australia. 184. 186. 219
United States. 423
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Woollen Industry
Denmark New tariff insignificant reduction of duty, 250
Italy Effects of Protection, Statistics, etc., 68-71

Working Classes

refer to titles Labour, Wages, etc.

Zolla M.
Prices of wheat in France and England, fluctuation between, 313
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