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PREFACE 

THE first object of this book, which originated in 
a pamphlet written at Sir Hugh Bell's request a 

year ago, is to present to English readers at. home, in 

the United States and in the British Colonies, a clear 
statement of the modem theory and practice of Protection 
as they appear in the Safeguarding and Preferential 
policies of Mr. Baldwin and in the almost prohibitively 

protectionist (Fordney) tariff of the United States. A 
diapter on the War Debts and anodler on European 
Tariff Walls will help to show what benefits British and 
Americap. statesmen, if they could but. perceive the 

Truth and the Light of political economy, might bestow 
upon a distressed and disordered world. 

The Appendices and a very complete Index will, I 
hope, add considerably to the utility of the work. 

F. W. H. 
LONDON, lvfarch ISt, 1927. 
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INTRODUCTION 

A S a. general defending a territory varies his forma-
tions to meet the changing tactics of invading 

armies, so the free trade argument has to be reshaped 
from time to time against the old sophistries disguised 
under new masks and new names to conceal their 
identity with a discredited past. 

Mter the repeal of tlJ.eCom Laws no practical British 
politician of the last century dared to call himself a 
protectionist. Memories of the Hungry· Twenties and 
Thirties and Forties were too fresh. Fair Trade, 
Reciprocity or Retaliation were the words employed to 
hide the old policy of robbing everybody in order to 
enrich a privileged few. Even so .. Fair Traders" and 
.. Retaliationists" proposed universal free trade as their 
ultimate object. We were to close our ports in order to 
make other nations open theirs. We were to· raise 
prices in Britain, in order to induce the German and 
American Governments to lower prices in Germany and 
the United States. We were to erect a protective tariff 
and enact artificial scarcity, in order that our trade 
rivals and commercial " enemies" might demolish theirs 
and adopt the gospel of free exchange and untaxed 
plenty. It reminds one of the military theory that you 
should declare "preventive" war on a neighbour in 
order to make him peaceful. 

After cc Fair Trade" came cc Tariff Reform," with 
Mr. Joseph Chamberlain as its standard-bearer. When 
that had been exposed and defeated, the Great War 
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INTRODUCTION 

afforded another oppo;tunity to our protectionists. 
Betrayals of free trade by its leaders gave them new 
heart, till at last in 1923, encouraged by the trade 
depression, Mr. Baldwin came boldly into the open 
with a Protective and Preferential Tariff as a cure for 
unemployment. The people's answer was" decisive; and 
before the red letter business gave them another chance 
the - Conservative Party vety wisely announced that 
they had accepted the verdict and would not seek 
another mandate for protection. But, thanks to the elec
tionsin 1924, Mr. Baldwin now commands a large 
picliamentaty majority who are mostly protectionists, 
though they won their seats as Anti-Communists. So 

• the blessed word" Safeguarding "-first adopted by the 
post-war Coalition Government-has been resurrected 
for the purpose of concealing, from the public eye 
a new 'series of protective and preferential duties. * 

This brief glance at recent history explains why a 
new book was thought requisite to elucidate new 
fictions, reaffirm old truths and rouse Englishmen from 
a false sense of security. The price of freedom in 
business and trade, as well as in the political sphere, is 
eternal vigilance. In the eyes of too many statesmen, re
presentative institutions exist in order to be .. wangled." 

'For them politics is the art of dissembling. Political 
words in their mouths are like bad coins in the hands of 
cheating money-changers. True the country voted only 
two years ago against protection. "It did not vote 
against safeguarding," is the reply. "~ut," we rejoin, 
"there is no diffel;.ence between a protective duty of 
33 per cent. and a safeguarding duty of the same 

• The very first meaning given for" Safeguard" in Murray's 
. Oxford Dictionary happens to be " Protection." 
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INTRODUCTION 

amount." Our statesmen answer, "That's as it may be. 
We have carried out our pledge to thl utter." 

Even that statement is not true. In his first budget 
Mr. Churchill included a number of protective duties 
without passing them through the sham process which 
goes by the name of safeguarding. In his second (191.6) 
budget he played, the same game by a new protective 
duty on commercial motor<ars as well as by re-enacting 
and raising the so-called Key Industry duties. ' 

It is our duty as free traders to make all this plain 
to the country. At the same time we have to examine 
the nature and extent of the mischief, and let it be seen 
how much of the poison of corruption and fa'louritism 
has been injected into our industrial and fiscal system 
since the General Election of 1924. 

In -order that a small book may serve a large purpose 
I have also presented in a popular form the scientific 
foundation for free trade as well as a brief refutation 
of some fashionable fallacies by which simple folk 
are sometimes beguiled. An additional chapter on 
the American Customs Union may serve to show why 
that immense political and commercial federation of 
forty-eight states gains more from free trade than it 
loses by protection. 

Common sense tells us that restraints on business are -
generally bad, that red tape strangles Qlterprise, that 
taxes on goods in transit will reduce the volume of 
transactions, that wage earners will suffer if the things 
they buy are made artificially dear, that legislation to 
increase the cost of living and production must be 
especially disastrous to a populous manufacturing and 
commercial country like ours-=d so on and so on. 

But not every one who feels all this can explain the 
xi 
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faith that is in him or expose the verbal tricks and sleek 
illusions of a plausible protectionist.· I have therefore 
tried to set out in simple language the philosophy of 
free trade-how men and nations gain by exchanging 
their surplus. products and why tariff barriers are 
impediments to peace and goodwill. ' 

The mischief already done is substantial; the danger 
is great and: pressing. Men and women of public spirit, 
citizens of the world, who see the mischief and recognise 
the danger, should bestir themselves to recover lost 
ground, ere it is too late. 

Not long ago, in a suggestive and scholarly address 
to the Oassical Association, the Prime Minister touched 
on the causes of the fall of the Roman Empire. Among 
them he mentioned the over-taxation of the provinces 
and the decadence of the Ro~ character. When the 
Roman word ceased to be trusted, he remarked, it was 
not surprising that the Roman Empire fell to pieces. 
Nor did he fail to apply the moral. The, British Empire 
has been built up by similar virtues, by the strength of 
the British character, by faith in the British word. 
The· analogy he thought \was near enough to convey a 
lesson. Let us not fall away from the qualities of our 
ancestors, nor fail to take warning from .. the danger 
signals of history." . Perhaps, then, Mr. Baldwin is 
really beginning to feel his financial policy and the 
safeguarding measures are shaking public faith in his 
pledged word. If so, he will prohibit any further 
encroachment on free trade and repair as' soon as may 
be the damage done. 

The substitution of the word "safeguarding" for 
" protective" has been supposed to, exonerate the Prime 
Minister and his supporters from the charge that, in 
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, 

spite of all their assertions to the contrary, they 
are in fact undermining our free trade system. Yet 
it is only a little more than three years since their own 
proposals for a protective tariff were submitted to the 
country and decisively rejected. As for the General 
Election of 1924, we all know that it turned on Com
munism and Socialism. Consequently ~he~-present 
Administration has neither political mandate nor moral 
authority to reverse piecemeal that liberal policy of 
free trade or free exchange which the people of Great 
Britain have consistently supported for the last eighty 
years. 

Of the four new classes of protective duties, which 
were recommended to Parliament in the autumn of 
1925 and, with one exception, carried in December, 
those on cutlery will constitute a pretty heavy tax on 
every household, and especially upon young people 
who are setting up in married life. They impose a new 
burden on the breakfast table and the dinner table. 
The duties on wrapping paper imposed in the budget of 
1926 constitute a burden on every shopkeeper as well 
as upon many wholesale merchants and manufacturers. 
The glove taxes penalise hundreds of thousands of women 
who can ill afford to increase their clothing bills. Finally, 
the tax on gas mantles is a .tax on arti£iciallight, which is 
surely an essential of existence in a civilised community. 

If free traders had required working models of 
protection over and above the duties on clocks and 
watches, silk, motor-cars, etc., imposed by Mr. Churchill 
in his first budget, their needs have been amply supplied 
in his second. 

Every protectionist success sinCe 1914 has been won 
with the assistance of war, waste or public extravagance. 
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It is by this unholy alliance that our tariff reformers 
hope to overthrow the financial system established by 
the constructive genius of Sir Robert Ped and Mr. 
Gladstone under the inspiration of Adam Smith and 
Ric)lard Cobden. That system was marked by strict 
economy, justice and impartiality. The Old practices of 
jobbery and favouritism were swept away. The use 
of public loans, or customs duties, or subsidies, to 
reward the relatives and friends and supporters of a 
ministry or to induce wealthy tradesmen and manu
facturers to contribute to the party funds was put an 
end to. Titles were not sold to the highest bidder. All 

. the servants of the' State were encouraged to be 
economical, and every form of waste and extravagance 
was severdy discountenanced. By these means the 
indirect taxes were reduced far bdow their present 
levd,' so that in respect of taxation the middle and 
working classes of Great Britain- in the 'eighties and 
'nineties of the last century were far better off than they 
are now. Before the J;3oer War the purchasing power 
of the pound was nearly double what it is to-day. 

British credit was in such esteem that in 1897 our 
zl per cents. rose to no--of late they have been bdow 
s s I Our re"enue system, the envy and admiration 
of the world, was based on the four practical maxims 

• 0. 

or canons 'of ta.'Cation formulated by Adam Smith :-, 
(I) The subjects of every State sbould contribute in proportion 

to their respective abilities. 
(z) A tax should be certain, and not arbitrary. 
(3) A tax should be levied at the time and in the way most 

convenient to. the taxpayer. 
(4) Every tax ought to be so contrived as both to take out 

and to keep out of the pockets of the people as little as possible 
over and above what it brings into the public treasury. 
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A Government which applies the fourth maxim to its 
customs tariff is bound to eliminate the protective 
clement from every duty. It was a new idea to the 
contemporaries of Adam Smith. But it was obviously 
true and right. There was soon a general agreement 
among economists that the sole purpose of a tax should 
be to bring in revenue; but it was left for Sir Robert 
Peel and Mr. Gladstone between 1842. and 1860 to 
achieve that purpose by repealing protective Customs 
duties or by adding a corresponding excise duty upon 
the same article produced at home, as in the case of beer 
and spirits. Bounties and subsidies were abandoned. 
They have been revived-with what mischievous results 
I. have tried to set forth in Chapter VII. The result 
of the financial measures taken by Peel, Gladstone and 
their successors was to reduce enonnously the burdens 
upon our people, to free commerce from a multitude 
of vexatious restrictions, and to raise by means of 
a dozen indirect taxes a far larger revenue than had 
previously been raised from thousands. It is a sad 
commentary on our supposed progress in the art of 
government that a financial system so scientific and 
so perfect as ours should be sinking back,. degraded 
and debased, into the wasteful inefficient1 and corrup
tion from ·which it was purged by the heroic labours 
of Peel and Gladstone. 
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OVERSEAS TRADE OF GREAT BRITAIN.* 

T HE overseas trade returns for January, '9'7, supplied the 
usual statistics showing imports, exports and re-exports for 
the past year. In the Board of Traa. JOll17lfll these figures are 

supplemented by an analysis showing the proportions of our trade 
with various parts of the world to our total trade. For purposes 
of comparison with earlier years, trade with the Irish Free State 
has been excluded. In '9.6 imports from that country represented 
3 "9 per cent. of our total trade, exports 5.33 per cent., and re-exports 
8"9 per cent. The following table shows the proportions of our 
trade with the rest of the British Empire and with foreign countries 
in '9'3, '9'4, '9'5 and '9.6:-

. Imports from Exports to Re-exports to 

Foreign British Foreign British Foreign British 
Countries. Empire. Countries. Empire. Countries. Empire. 

% % % % % % 
1913 ... 75.13 24.87 62.82 37.18 87.58 12.42 
1924 ... 73.00 27.00 62.22 37.78 88.22 11. 78 
1925 ... 70.37 29.63 60.82 39.18 89.40 10.60 
1926 ... 72.73 27.27 55.21 44.79 88.71 11.29 

The increase in the proportion of imports from foreign countries 
in '9.6, in comparison with '9'5. is chiefly due to the coal stoppage, 

. as emergency supplies of fuel and iron and steel came mainly from 
f6reign countries. Excluding coal, the proportion of imports 
from foreign countri~ was 7'.73 per cent. in '9.6, compared with 
70.37 per cent. in '9'5, and of exports 54.02 per cent., against 
58.50 per cent. In '925 we exported coal to the value of about 
£41,000,000 toforeign countries and £3,000,000 to British countries, 
while in '9.6 the corresponding figures were £'7,000,000 and 
£1,000,000. 

The next table summarises the distribution of our trade by 
Continents, trade with the. Irish Free State again being omitted :-

.. Abbrevia.ted from an article in the Economist of February 19th. 1927. 
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Year & Class North South Austra-
of Trade. Europe. Africa. Asia. Ameri'a Ameri'a lasia,&c. Total. 

Imporb- % % % % % % % 
1913 .••••. 40.53 6.10 12.71 23.86 9.06 7.74 100.00 
1924 •••... 33.30 7.76 12.75 27.72 9.70 8.77 100.00 
1925 ••...• 32.73 7.72 13.55 27.39 8.71 9.90 100.00 
1926 ..•... 36.53 6.77 12.68 2~.36 8.62 9.14 100.00 

Britishexprts. 
1913 ..•... 34.64 9.87 25.20 11.99 9.59 8:71 100.00 
1924 .•.•.. 33.49 10.36 24.30 13.02 7.99 10.84 100.00 
1925 .••••• 32.01 11.61 22.83 13.01 9.11 11.43 100.00 
1926 ..•..• 26.29 12.00 25.24 14.18 8.93 13.36 100.00 

Re-exports--
1913 ..•... 56.02 3.31' 2.48 32.26 1.97 3.96 100.00 
1924 .•.•.• 67.36 2.94 1.94 21.67 1.29 4.80 100.00 
1925 ...... 66.21 2.87 1.85 24.45 1.13 3.49 100.00 
1926 ...... 64.45 3.48 2.77 25.17 1.32 02.81 100.00 

As regards imports, the most noticeable feature is the large increase 
in 1916 of imports from Europe. This was mainly due to imports 
of coal, and the large fall in exports to Europe was mainly due to 
decreased exports of coal. 

A detailed analysis of the figures shows how trade with various 
countries has fluctuated. Imports from and British exports to 
the principal European countries measured by sterling prices are 
shown in the following table :-

(000'0 omitted.) 

Imports from Exports to 

1913. 1924. ,1925. 1926. 1913. 1924. 1925. .1926. 

49~498 £ 
7f980 

£ £ £ 
31673 

£ 
France ........ . 72.836 64.753 32.396 50.000 25.213 
Italy .......... 8.131 18.312 19.436 15.776 14.640 17.804 18.979 10.603 
Switzerland .... ll.070 19.434 19.033 13.693 4.212 11.298 9.204 6.195 
Spa.in ......... 15.976 23.635 23.657 20.734 9.728 13.082 12.715 8.951 
Portugal ....... 3.898 6.819 6.299 5.384 6.053 8.582 8.427 7,055 
Belgium ....... 23.426 36.980 36.236 45.214 13.528 23.117 19.662 15.013 
Germany ...... . 80.411 36.897 48.156 72.68' 40.677 42.644 44.206 26.343 
Czecholovakia .. .. 13.491 10.737 10,920 .. 1.376 1.560 1.330 
Jugo·Slavia .... .. 494 369 40 • .. 1.122 1.285 867 
Austria ...... t 7.706 { 2.511 2.598 2.391 } 4.481 { 2.370 2.212 1.806 
Hungary .... 647 476 273 380 586 655 
Greece ........ 2.202 3.883 3.102 2.687 2.537 5.892 6.058 3.398 
Roumania. ..... . 2.037 2.203 2.278 2.672 1.947 2.856 3.071 2.613 
Turkey (Europe) 1.165 1.195 817 952 2.414 3.316 3.574 2.406 
Russia. ........ 40.271 ·29.568 ·32.887 ·S2.425 18.103 ·6.974 ·8.705 ·7.718 
Finland .. 13.812 13.223 13.285 .. 4.559 3.959 2.772 
Poland ......... .. 8.387 5.143 8.525 .. 3.499 3.708 2.471 
Sweden ....... . 14.213 22,486 21.317 21.427 8.220 13.8!~ 11.508 8.052 
Nonvay ....... 7.437 11.573 12.973 12.184 6.147 • 8.726 8.104 6.916 
Denmark ....... 24.053 48.890 49.303 47.960 6.061 13.780 10.987 8.715 
Netherlands .... 27.913 65.990 62,000 65.535 22.794 34.549 36.526 26.754 

Total ..... . 319.407 429.943 442.050 459.780 193.938 269.800 253.709 175.846 

• Includmg Esthonia. Latvia and Lithuania. 
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With the insignificant exception of Hungary no country in the 
above list took a larger value of Btitish exports in 19.6 than in 
19' j, and in most cases the decreases were heavy, particularly in 
the cases of France, Italy and Holland. The value .of British 
exports to Europe in 19.6 was substantially lower than in 1913, 
and allowing for the increase in prices the falling-ojf in volume 
was very heavy. ., 

The next table shows British imports from and exports to the 
United States and other foreign countries outside Europe :-

(OOO'S omitted.) 

Imports from Exports to 

1913. 1924. 1925. 1926. 1913. 1924. 1925. 1926. 

United Sta.tes ... 14i854 24i878 25!-282 23t.532 
l l l £ 

'30.478 54.575 53.451 49.05 
Cuba .......... 3.675 12.420 11.620 4.512 2.214 3.200 2.607 2.06 
Mexico ........ . 1.880 5.935 5.323 6.017 2.333 2.443 3.137 2.76 
Argentina. ...... 42.485 79.100 68.544 67.497 22.641 27.194 29.177 23.00 
Bra.zil ...... ... 10.008 4.794 5.943 4.237 12.465 13.678 16.145 12.61 
Chile ... ....... 5.359 10.911 12.276 7.758 6.010 6,359 6.028 5.66 
Peru . .... ...... 3.178 9.720 8.511 7,4S0 1,488 2.739 2.384 2.35 
Uruguay ...... . 2.749 5.452 4.867 4.546 2.916 3.214 3.168 2.37 
l:.apan ....... .. 4.389 7.454 7.348 7.423 14.783 26.923 16.448 \3.96 

hina. ......... . 4.672 \3.765 \3.739 11.554 14.845 20.354· 14.665 16.42 
Turkey (Asiatic). 4.251 1.963 1.599 2.060 5.291 898 1.026 68 
Egypt ......... 21.396 38.268 34.235 25.014 9.805 15.123 16.441 11.04 
Other countries . 9.917 26.626 26.800 26.886 10.731 17.328 19.892 17.02 

Total ...... 257.8121461.286 451.087 406.522 136.000 193.028 184.457 169.03 

It will be seen that the value of American products bought by 
Great Britain is four or five times that Of British products bought 
by the United States. 

More than half the 19.6 fall in imports is accounted for by the 
United States and Cuba, but heavy declines are also shown by 
Chile (nitrate imports having chopped by over 50 per cent.) and 
Egypt. The lower value of imports from both the United States 
and Egypt was partly due to a fall in the price of raw cotton. 
Imports from China were £.,000,000 lower than in 19'5, but the 
figure of £I1,500,~O compares with only £4,500,000 in 1913. . 

Our last table gives the figures of trade with the various States 
of the British Empire:-
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(000'. omitted.) 

Imports from Exports to 
, 

1913. 1924. 1926. 1926. 1913. 1924. 1925. 1926. 

l l l l l l l l 
Canada ........ 30,488 66,062 70,727 64,193 24,796 28,150 27,662 26,383 
Australia . ...... 38,065 69,234 72,740 61,045 34,470 60,760 60,168 61,206 
New Zealand . .. 20.338 47,020 51,332 46.824 10,838 20,319 23,097 20,593 
India and CeyIen 56.218 92,648 97,034 75,637 74,458 94,921 90,988 87,721 
South Africa .... 12,495 18,049 25,195 18,913 22,185 30,266 30,688 32,164 
West Africa .... 5,174 13,193 13,784 12,539 6,601 10,494 13,942 11,734 
Mauritius ..•.• . 293 3,586 1,421 3,522 536 1,225 881 70p 
Straits Settlemts. ' 15,880 10,583 18,770 19,890 5,836 8,286 I1,IH7 11,516 
Malay States ... 3.574 1,659 5,020 6,363 .. 1,147 1,996 2,513 
West Inmes .... 2,116 4,789 5,929 4,789 2,339 3,766 4,004 3,536 
Irish Free State. .. 51,239 43,394 40,857 .. 42.372' 40.162 34,764 
Other P~essioI1l 6,960 20,554 24,374 21,990 14,249 30,830 29,916 24,187 

Total from 191,516 388,616 429,721 376,562 196,a07 332,536 334,921 317,016 Possessions .. 

Aust1'2lia and South Mrica are the only prominent exceptions to 
the general decline of exports in 19,6 due to the Coal Strike. 
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