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AUTHOR’S NOTE.

————

In the following pages an attempt is made
to present a concise historical statement
of the origin and growth of the Protective
System in America; the underlying philo-
sophic motives that an;mated thefirst Pro-
tectionists in America ;ithe reason Pl rotection
has commanded the adherence of a majority
of the American people ; and the social and
economic effects of Protection.

Limitation of space makes this volume a
sketch rather than a detailed plan; and a
subject so comprehensive—in view of that
limitation—must necessarily deal with broad
principles rather than minute details. Even
so, frequent references to the words of the
great exponents of the American principle
of Protection will enable the student, if he
desires to pursue‘the subject further, to find
a wealth of elaboration and argument that
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will either convince him or more firmly
buttress his preconceived opinions—for that,
after all, is the fate of every writer on a con-
troversial subject who cannot demonstrate
the faith that is in him by mathematical
proof.

The investigator of Protection in America
is confronted by more difficulties than the
investigator in any other country. So many
causes complicate the problem — natural
resources, area of the country, population,
political institutions, and many others—
causes exercising less influence elsewhere,
that it is not easy to give to each element
in a complex social system its proper weight ;
to determine narrowly, in some cases, cause
and effect, and to reach an exact conclusion
as to the precise good wrought by Protec-
tion, or the greater good that would have
followed had the system of Protection not
been adopted. The impartial historian can
do no more than state facts. From these
facts every reader will draw his own con-
clusions according to his prejudices or
predilections.

I avail myself of this opportunity to express
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my thanks to the Hon. O. P. Austin, Chief
of the Bureau of Statistics of the United
States Government, for his co-operation in
furnishing me with much valuable historical
and statistical data, which I have freely used;
and to the Hon. Carroll D. Wright, LL.D.,
Chief of the Bureau of Labour of the United
States Government, for his always helpful
suggestions and wise counsel.

A. M. L.

WASHINGTON,
June, 1904.
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PROTECTION IN THE
UNITED STATES.

CHAPTER L

THE FIRST TARIFFS OF THE UNITED
STATES.

THE tariff history of the United States is a
peculiar one. When the young nation began its
existence, with thirteen States, an area of 827,000
square miles, and a population of 4,000,000, it
experienced several years of Free Trade in its most
absolute sense. Even this short experience, with
this comparatively small area and population, con-
vinced the thoughtful men of the young republic
that it nceded Protection to develop its manufac-
turing industries, and thus crcate a home market
for its agricultural products; and the first Tariff
Act declared itself, and those who framed and
passed it, in favour of that principle. As the nation
grew the protectionist sentiment developed greater
strength. In 1803, the great Louisiana Purchase
doubled the area of the country; the following
year saw the tariff increased, and every year the

P.U.S. B



2 PROTECTION IN THE UNITED STATES.

country was brought step by step to what it believed
to be a definitely protective state. In 1819 Florida
was added, and soon a still higher thoroughly pro-
tective tariff was passed, bringing with it great
prosperity. In 1845, 1846, and 1848 came the
great additions of Texas, Oregon, and the Mexican
cession, and after a dozen years of experiment with
low tariffs following these increases in territory, a
territory with all varieties of climate and power
of production, the people again decided in favour
of Protection, and have maintained it as a fixed
principle of governmental policy from that time to
this, with a single exception of less than four years.

Thus, as the country grew and added new areas
with new varieties of climate and production, the
protectionist sentiment grew. The area occupied
by the bulk of the people who fought the Revolu-
tionary War was not exclusively an agricultural
area, but was much of it better adapted to manu-
facturing. When at the close of that war the tide
of emigration poured over the Alleghanies into the
great agricultural area of the West, the importance
of being able to manufacture for such a prosperous
population, and of supplying to that agricultural
population a home market for its products, im-
pressed itself upon the minds of the statesmen of
the nation. When that other great agricultural
area, the Louisiana Purchase, was added, and the
producing power of agriculture and mining greatly
increased, the importance of the manufacturing
interest became more and more apparent. When
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Texas, Oregon, and California were added, the
country was in control of a party whose leaders
believed in a low tariff, and they maintained that
tariff until the people grew tired of the business
conditions which accompanied it, and removed
them from power so effectually that a quarter of a
century passed before they were again entrusted
with office, even for a single presidential term.
The area of the United States, an area practically
equal to that of all Europe, gives it such a variety
of climate, soil and production, agricultural, mineral
and forest wealth, that cach added section, with its
new climate and power of production, offered a new
reason for Protection as a means to develop manu-
facturing and enlarge the great home market. The
development and retention of the home market has
always been regarded as of equal importance with
the development of a great manufacturing industry
in the minds of the supporters of the protective
tariff policy.

The first tariff experience of the United States
was during that period after the close of the Revo-
lution in which the new Union existed as a mere
confederation. It had no President or other execu-
tive officers, and the Congress had no power to
enact and enforce tariffs for the whole country.
It could recommend to the States what they should
do, but each State was at liberty to determine for
itself whether it should adopt or reject the measure
or general plan recommended by Congress. Some
of the States indicated a willingness that Congress
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should enact a general tariff law, but others refused
to give their consent. Congress, on the other hand,
urged upon the States a uniform rate of duty, but
without success. The result was that each State
framed a tariff to suit itself, making the rates of
duty apply not only to merchandise from foreign
countries, but also to that from the other States
of the confederation. The result was, first, the
destruction of the principle of developing a great
internal exchange among the States, and of thus
building up a great home market; and, second,
the admission by smuggling of goods from abroad
without payment of duties.

Even where tariffs were imposed they were in
most instances so low as to prove no barrier to
merchandise from abroad. The tariff rate named
by the great State of Pennsylvania, now the most
persistent supporter of a high protective tariff, was
but 23 per cent., which, of course, was not in the
slightest degree protective; but even this was
nullified by the fact that New Jersey established a
free port just across the river from Philadelphia,
into which goods were imported without payment
of duties and quietly smuggled into Philadelphia.
The same thing was done at the northern end of
New Jersey, a free port being established opposite
New York, from which goods were smuggled into
that city. As a result a large part of the merchan-
dise coming into the United States during the
period of the confederation, from 1783 to 1789,
was admitted free of any duty, and that which paid
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duty was so lightly taxed that the impost had no
effect upon the volume of importations. Conse-
quently, it may be said that the United States
during the period of the confederation, from 1783
to 1789, had a nearer approach to Free Trade than
has been known to the present generation. The
effect is told by that well-known and generally
accepted historian Hildreth, who says (Vol. III,,

P- 446) :—

“The large importation of foreign goods subject to
little or no duty and sold at low prices was proving
ruinous to all those domestic manufactures and
mcchanical employments which the non-consumption
agreements and the sar had created and fostered.
The country had been flooded with goods, and debts
had been unwarily contracted for which there were no
means to pay. ‘The importations from Great Britain
in 1784 and 1785 had amounted to 30 millions of
dollars, while the exports thither had not exceeded

9 millions. . . . The community was fast becoming
divided mto two embittered factions of creditors and
debtors. . . . The excessive importation of foreign

goods had draincd the country of its specie, and the
circulating medium consisted principally of treasury
orders on the State tax collectors and depreciated
certificates of State and federal debt.”

The result of this experiment with Free Trade
was a growing feeling in favour of giving Congress
power to create and enforce a tariff, and the condi-
tions above described were among the principal
causes which led to the adoption of the Constitu-
tion which not only required Congress to establish
and enforce tariff laws, but at the same time
abolish all tariff lines between the States.’
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Those two articles of the Constitution have con-
tributed in no small measure to the industrial
success and prosperity of the United States, a
success which, it will be admitted, is phenomenal.
The Constitution gives to Congress the power to
create and enforce such tariff as the conditions of
the country require, and it requires that “all duties,
imports, and excises shall be uniform throughout
the United States.” In other words, it prohibits
any tariff between the States and permits the pro-
ducts and manufactures of one section to pass
freely and uninterruptedly to any other section of
the country. This gives an opportunity to build up
as high a tariff wall around the outside of the
country as may bc desired and yet permits an
absolutely free interchange among the people of the
entire Union. This in a country of the area of the
United States, with its diversified climates and soils
and its varied productive capacity, has preserved the
home market, a market recently characterised by
the Hon., O. P. Austin, Chief of the Bureau of
Statistics, as “equal in value to the entire inter-
national commerce of the world.”

The first work of Congress under the new Con-
stitution was to pass a tariff measure which declared
in its preamble that “itisnecessary for the support
of the Government, for the discharge of the debt
of the United States, and jfor the encouragement
and protection of manufactures, that duties be laid on
imported goods.” It does not follow, however, that
this declaration, coupled with the intention of the
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framers of the Act, did in effect make it a suffi-
ciently protective measure to accomplish the desire
for the development of manufacturing. The
framers of the Act had little experience in eco-
nomic legislation, and the rates of duty levied
were extremely low, as compared with what is now
considered Protection by any of the countries which
adopt that system for the maintenance of home
industries and home markets. It soon became
apparent that the rates of the first tariff, although
intended to be protective in their operation, were
too low, the actual workings of the law showing that
the average rates on all importations were only
about 74 per cent. The next year another Bill was
passed slightly increasing the duties, and in the
following years there were more advances, until
about 1800 thc average rates were about 13 per
cent. ad valorem: on all imports. In 1808 a much
more protective tariff was enacted, which placed a
duty upon 175 articles and admitted 30 articles free
of duty, the average rate of duty on all imports
being about 28} per cent. About the same time
was passed the famous Embargo ‘Act, prohibiting
all imports from England and France, and while it
was not intended as a protective measure its effect
during thc one and a-half years of its existence was,
of course, to stimulate greatly home production.
The effect of these protective duties, even at
rates which at the present time would be con-
sidered low, was strongly marked. Manufacturing
developed so rapidly that the census of 1810 showed
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the value of manufactures in the United States to
be over £25,000,000, a very large sum in the stage
of manufacturing which had been reached, and
especially so for a young nation of 7,000,000,
in a new country, hampered for capital, with crude
and insufficient machinery, and the production of
raw materials but little developed. The manufac-
turing industry had its effect upon agriculture,
which was prosperous. Commenting upon the
conditions of this period, Adam Seybert, a distin-
guished member of the House of Representatives,
from Pennsylvania, in his well-known and often-
quoted work, “ Statistical Annals of the United
States,” published in 1818 and probably written in
1816 and 1817, says :—

“The population of the United States in the twenty
years from 1790 to 1810 acquircd an augmentation of
84 per cent. When an increase so great is accompanied
with the happiness of the people, when a moderate
share of industry will secure to every individual the
comforts and many of the superfluities and banish
mendicity, there can no doubt remain of the pros-
perity of the community. It has been acknowledged
in Beaujour’s ‘Sketch of the United States’ (1814)
that ‘the poorest individual in the United States,
even the simple labourer, is there better fed and
clothed than in any other country.” The many large
cities, towns, and villages that have been cstablished
are monuments of the industry of the people.

“Our agriculture has not only furnished an abun-
dance for the inhabitants of the United States, but
has in addition contributed an enormous surplus for
other nations. In 1791 the exports were valued in
the aggregate at $19,000,000; in 1817 the exports of
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domestic merchandise had swelled to the enormous
amount of $61,000,000.

“It is not long since the manufacturers of the
United States have gained the public attention; now
they are respectable from their number, as well as
from the number of persons to whom they have given
employment, and in the capital which has been
invested. Abroad these establishments have excited
the fears of competitors, much anxiety has been
exhibited on account of their progress, and the success
with which our artists have executed many of the
most difficult processes. These workshops have been
extensively diffused in our own country, they are
numerous on the seaboard, and there arc many of
them west of the mountains.”

A part of the prosperity which Seybert describes
was doubtless due to the causes existing betwcen
1812 and 1816. During the war of 1812, the tariff
rates were doubled, giving an average rate of about
33 per cent, and this coupled with the small
importations during that period and the great
demand, of course, stimulated home production
and general activity.

But a cloud, only a speck on the horizon when
Seybert wrote, soon spread over the country. The
prosperity of the manufacturers, which, he says,
“has excited the fears of compctitors abroad,”
soon led to a definite plan of attack by the manu-
facturers of England. The policy of “dumping,”
of flooding the country with manufactures at low
prices, was entered upon with a deliberate purpose,
and although the tariffs adopted in 1816 and 1818
were doubtless intended to be protective, their
rates ranging about 26 per cent. on all imports,
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they were insufficient to prevent large imports,
which averaged more than £20,000,000 a year up
to 1819. During that period there was great
distress among the American manufacturers, and
a consequent reduction in the demand for agricul-
tural products, and this continued until 1824, when
a thoroughly protective Tariff Act was passed.

While the average tariff rates during the period
from 1816 to 1824 were higher than those prior to
the war of 1812, they were not sufficient to keep
out a flood of foreign merchandise, which came
with such volume and persistence as to close many
of the factories and throw thousands out of employ-
ment, so that Henry Clay declares that the values
of property fell off one-half and there was general
distress. Horace Greeley, the distinguished editor
and owner of the New York 77ibune, says of this
period :—

“At the close of the second war with Lngland,
peace found the country dotted with factories which
had sprung up under the precarious shelter of embargo
and war. Those not yet firmly established found
themselves suddenly exposed to a relentless and deter-
mined foreign competition. Great Britain poured her
fabrics far below cost upon our markets in a perfect
deluge. Our manufactures went down like grass
before the mower, and agriculture and the wages of
labour speedily followed. Iinancial prostration was
general, and the presence of debt was universal. In
New England, fully one-fourth of the property went

through the sherift’s mill, and the prostration was
scarcely less general then elsewhere.”

Of this period, George B. Curtiss, an American
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writer on tariff questions, whose work was highly
commended by the late President McKinley, says
(“ Progress and Prosperity,” p. 577 et seq.) :—

“Though a protective tariff law, intended as such,
had been enacted, yet it was really aI'ree Trade statute,
and brought about a Free Trade period. It matters
not how high an import duty may be; if it is not
sufficiently high to keep out foreign goods it is not
protective. No duty is protective if the foreign
manufacturer is willing to pay this duty, sacrificing
his own product, and sclling his goods cheaper than
he can make them, in order to destroy our industries
and then step in and control the market. . .. A
tariff, however high, is still a low tanfl when it will
not prevent the importation of manuflactures that
should be made at home. In 1816, young as were
our industrics and small as was our population,
70,000 persons were discharged and made idle or
driven to the farms. The agriculturist, thereby, not
only lost his market, but had to divide his profits, so
that his products hardly paid for the marketing.”

So it came about that a rcally protective tariff
was enacted by Congress in 1824. It advanced
the rates of duty on a large number of articles,
bringing the average ad valorem duties up to 37
per cent. on all imports. This was followed by
improved conditions and proved so satisfactory
that a still further advance of duties was made in
1828, bringing the average rate on all imports up
to about 45 per cent. ad valorem. This tariff was
characterised by Greeley as “the most protective
tariff ever adopted,” though this characterisation
was made prior to the adoption of the thoroughly
protective tariffs of 1890 and 1897, under which
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the United States has experienced its greatest
prosperity. That there was great prosperity under
this high and thoroughly protective tariff of 1824
cannot be doubted. It is generally admitted by
all.  President Jackson, in his annual mcssage in
1829, said :—

“Qur country presents the most cheering evidence
of general welfare and progressive improvement. . . .
The public prosperity is evinced in increased revenue
from the sale of public lands, and in the steady main-
tenance of that produced from imposts and tonnage.
There will have been paid on the public debt, during
the present year, the sum of $12,000,000. This state
of the finances exhibits the resources of the nation
in an aspect highlv flattering to its industry and
auspicious of the ability ol the Government, in a very
short time, to extinguish its debt.”

Lossing, the historian, says of the condition of
this pcriod that President Adams on his retire-
ment from office “left to his successor a legacy of
unexampled national prosperity, a greatly reduced
public debt, and a surplus of more than $35,000,000
in the treasury.”

Mr. McKinley, discussing the conditions of that
time said, during his Congressional lifc, prior to his
election to the Presidency :(—

“None of the awflul prophecies which had been
made by those opposed to the Bill were fulfilled.
None of the dire results ensued. The nation was
not only not palsied, but quickened into new life.
The merchants did not move out of their costly piles
of stores and dwelling-houses ; they remained only to
acquire larger and finer and more costly ones; the
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poorer classes were not driven to cold water as their
only food and drink, but their labour was in greater
demand and their wages advanced in price. The
entire country under the tariff moved on to higher
triumphs in the industrial progress, and to a higher
and better destiny for the people.”

Henry Clay, the distinguished advocate of Pro-
tection, six times Speaker of the House of Repre-
sentatives, member of the Senate, Secretary of State,
and candidate of the Whig party for the Presi-
dency, in a speech delivered in Congress, said :—

“On a general survey we behold cultivation ex-
tended, the arts flourishing, the face of the country
improved, our people [ully and profitably employed,
the public confidence exhibiting tranquillity, content-
ment, and happiness, the public debt of two wars
nearly redeemed, and, to crown all, the public treasury
overflowing. If a term of seven years were to be
selected of the greatest prosperity which this people
has enjoycd since the establishment of their present
Constitution, it would be exactly that period of seven
vears which immediately followed the passage of the
tarft of 1824."”

Curtiss, the historian, adds this testimony
(“ Protection and Prosperity,” p. 586) :—

“The country made wonderful strides during the
operation of the protective tarifls of 1824 and 1828,
From the ruin and distress of 1820 we had again
become a prosperous nation in 1830. The American
system was developed and fostered. The home
market was becoming year by year of greater pro-
portions. Wages had advanced, and the American
labourer was even then enjoying a content unknown
elsewhere.”
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Thus, in little more than the first quarter of a
century of national existence the relative merits
of Free Trade and Protection had been tested,
and the advantages of Protection had been

demonstrated.
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CHAPTER 1L

TARIFF REDUCTION DEMANDED BY THE
SOUTH.

THE people of the South, who were selling their
cotton, and tobacco, and rice, agricultural products,
to Europe, began to fear that if the United States
maintained high tariffs against European manu-
factures, Europe would refusc to buy American
agricultural products, and despite the generally
prosperous condition of the country, in the South
an agitation began for a reduction of the tariff.

As the people of the South were not manu-
facturers, and had no manufactures to sell in the
home market, their sole interest was to prevent
conditions which they believed would be hurtful to
their market for agricultural products. The existing
law was characterised by the South as “the tariff
of abominations,” and its reduction was demanded,
even on the threat that the South would refuse to
pay the duties levied under it. While President
Jackson, himself a Democrat and a Southern man,
quickly silenced this threat, the violent opposition
to the law had its effect, and in 1833 a new tariff
law was passed, providing that all duties in excess
of 20 per cent. should be gradually lowered by
removing 10 per cent. of that excess each alternate
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year during ten years, and the remainder on the
year following, the purpose being by easy stages
to bring the tariff rates down to not more than
20 per cent. ad valorein.

While a reduction of tariff at this slow rate, a
rate which extended the reduction over a full
decade, and at the end of that period still left a
duty of 20 per cent., would not seem to be such a
serious matter, it is a fact that the period of
reduction was full of troubles, financial and com-
mercial. And the friends of Protection assert that
it was largely due to the existing and prospective
tariff conditions. This was not so much from the
mere reduction of dutics by the slow process
described, but by reason of the destruction of the
protective features of the Act. Thomas H. Benton,
a member of the Senate at the time the Bill was
passed, though himself a Democrat and a Southern
man, denounced the measure in the most vigorous
terms. In his work, “ Thirty Years in the Senate,”

he says (Vol. I, pp. 346 and 347) :—

“The Act of 1833 comprises every title necessary to
stamp a vicious and reprehensible Act, bad in the
matter, foul in the manner, full of abuse, and carried
through upon a plea which was an outrage upon
representative government and upon the people of the
States. . . . The overthrow of the old revenue system
that duties were to be levied on luxuries and not on
necessaries, the substitution of universal ad valorem
to the exclusion of all specific duties, the abolition of
all discrimination upon articles in the determination
of duties, the preposterous stipulation against Protec-
tion while giving Protection, all these were flagrant
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vices of the Bill. . . . The year 1842, that fixed for
the completion of the gradual reduction of duties,
was to have been the jubilee of all these inventions
and set them all off in their career of usefulness, but
that year saw all these [ine anticipations fail.”

While it would not be just to attribute to the
tariff of 1833 all of the disasters which came during
the decade following its passage, doubtless a part
of them was chargeable to it. The first reduction
was little felt, but when the second and then the
third came, there was a general reduction of
revenue, a general reduction of business activity,
a great crash financially such as the young country
had never known before. While much of this was
doubtless due to other causes—unsound banking
and finance, rash speculation, and defective business
methods—it is a fact that the people were glad to
return to a protective tariff at the end of the period
fixed for the gradual reduction, and in 1842 a
protective tariff was passed, by which the rates of
duty were placed as high as 50 ger cent. and in
some cases even 75 per cent., the average rate of
duty being about 35 per cent. Commenting upon
this Act and that which preceded it, Lossing

says (p. 477) i—

“By the Act of 1833 duties on foreign goods were
to reach the minimum of reduction at the close of
1842, when the tariff would only provide revenue, not
protection to manufactures, like that of 1828. The
latter object (protection) appeared desirable, and by
an Act passed in 1842 high tariffs were imposed on
many foreign articles.”
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That the Act of 1842 was thoroughly protective
is generally admitted, and that a period of
prosperity existed during most of its operation
is also a fact.

“Its effect,” says Curtiss (“Protection and Pros-
perity,” p. 593), “was instantancous. First came
confidence. Then the fires were lighted, the wheels
began to revolve, and the industries and business of
the country improved daily. Not only that, but the
Treasury gained relief at once. The customs receipts
for the year ending June 3oth, 1843, were $25,234,750,
as against $14,487,216 for the previous year under the
compromise tariff. Under the Free Trade tariff, there
had been a steady decrease of revenue. Under the
protective tariff of 1842, there was a steady increasc
of revenue. And this, too, in the face of the most
decided falling off in certain imports. The com-
mittee which framed the Bill of 1842 showed that the
balance of trade had been $200,000,000 against us
during seven years. ‘All branches of industries are
paralysed,” said the report, ‘but perhaps the most
interesting point made was the difference between our
tariff and the tariffs of foreign countries. On our
products, valued at £91,000,000 in Europe, duties
were levied amounting to $113,000,000, while on
products which were 1mported, to the amount of
$73,000,000, our duties were only $17,000,000."”

Free Trade, or, more propetly speaking, low
tariff, had bcen tried and found wanting. A
reduction of the rates on imports had been
attended with general distress; prosperity had
immediately followed in the train of high duties.
The protectionists pointed to conditions as vindi-
cating their judgment. The South, which believed
that its present and future welfare rested on low
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tariffs, found that its wealth did not increase pro-
portionately with a reduction of duties, although
it still clung to its belief in the wisdom of imposing
the minimum of taxation on imports.

The protectionists of this period, their writers
and speakers, sang their songs of victory.

"

“ Alter four years of real prosperity,” says Henry C.
Carey, the well-known political economist, “under
this tarill of 1842, how great was the change! Labour
was everywhere in demand. Planters had large crops,
and the domestic market was growing with a rapidity
that promised better prices. The produce of the farm
was in demand, and prices had risen; the consump-
tion of coal, iron, wool, and cotton, and woollen
clothing was immense and rapidly increasing, while
prices were falling because of the rapidly improving
character of the machinery of production. Produc-
tion of every kind was in’lIY‘leIlSP, and commerce,
internal and external, was growing with unaccustomed
rapidity.”

That conditions during this period were favour-
able is also shown by an extract from the message
of President Polk in 1846, who said :—

“Labour in all of its branches is receiving an ample
reward, while education, science, and the arts are
rapidly becoming the means of social happiness. The
progress of our country, in her career of greatness, not
only in the vast extent of her territorial domain and
the rapid increase of her population, but in resources
and wealth, and in the happy condition of her people,
is without an example in the history of nations.”

The American people have always been a
mutable people and their love of change has shown
itself in nothing more striking than their frequent
changes in the tariff, often, it would seem, without
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any good reason but merely to gratify the whim
for something new.

Even while the President was extolling the
greatness of the country and the happiness of its
people, and protectionists dilated on what Pro-
tection had accomplished, the pendulum of popular
sentiment swung once again.

In 1846 the most thoroughly Free Trade Act
ever passed in the United States was put upon the
statute books. It reduced the average rate of
duty on all imports to about 23 per cent.  But this
was not its most important feature. It radically
changed the entire system of the tariff. Instead of
placing protective duties on manufactures and
admitting material for manufacturing free, accord-
ing to the principle of the protective measures, it
reduced the duties on manufactures and placed
higher rates on raw materials and foodstuffs.
Edwin Williams, in an article in Fisker's National
Magazine for September, 1846, commenting on
this tariff, says :—

«While the British Parliament are reducing duties
on all articles for the u-e of their manufacturers, the
American Congress have increased the burdens of
the manufacturers by additional duties on the raw
materials for their use; at the same time they have
reduced the protective duties. Was there cver a
parallel case of injustice in the history of legislation
in any other country ?”

This tariff of 1846, popularly known as “the
Walker tariff,” because of the fact that it was
framed by Robert J. Walker, then Secretary of the
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Treasury, was the ideal measure of the free traders,
a “revenue tariff,” with no attempt at Protection
and its duties all laid on the ad valoremn basis.
Daniel Webster, who originally opposed the pro-
tective system, but had by this time become a
supporter of hat doctrine, said of the Bill in a
three days’ speech opposing it :—

“It is not a Bill for the people or the masses. It
is not a Bill to add to the comlort of those in middle
life or the poor. It is not a Bill for employment, it is
a Bill for the relief of the highest and most luxurious
classes of the country, imposing onerous duties on the
masses, and taking away the means of living from
labour throughout the land.”

The effect of this tariff is a matter of dispute
between the protectionists and the free traders,
even to this day. The free traders point to the
great prosperity of the few years immediately
subscquent to its passage, and claim that they
were the results of the tariff. The protectionists
say that the prosperity of that period was due to
the discovery of gold in California, which largely
increased the wealth of the country; to the build-
ing of railroads, which began to develop about that
time ; to the Mexican War, which created a great
demand for home products and a general activity ;
to the famine in Ireland, and to wars in Europe.

Mr. Walker, the author of this tariff, laid down
the following principles as those upon which it was
based :—

1. That no more money should be collected than
is necessary for the wants of the Government.
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2. That no duty should be imposed upon any
article above the lowest rate which will yield a just
amount of revenue.

3. That below such rate discrimination may be
made, descending in the scale of duties, or for
imperative reasons the article may be placed upon
the free list.

4. That the maximum revenue duty should be
imposed upon all luxuries.

5. That all minimum and specific duties should
be abolished and ad valoresn duties substituted in
their place.

The Bill arranged all classes of articles into nine
groups, to pay, respectively, 100, 40, 30, 25, 20, I5,
10, and § per cent. ad valorem, with a list of articles
on which no duty was to be collected. The
100 per cent. class included liquors, brandy, &c.;
the 40 per cent. class, wines, and luxuries of like
character; the 30 per cent. class, manufactures of
iron, wool, cotton, and glass, sugar, coal, soap, and
many other articles.

Its chief characteristics were the abandonment of
a protective system which its author denounced as
discriminating in favour of the manufacturers and
against the agriculturist, the workman and the
merchant, and the substitution of ad valorem for
specific duties.

There was and still is a difference of opinion
among protectionists and free traders as to whether
the Walker Free Trade tariff was responsible for the
conditions which followed it. Certain it is, that
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there was prosperity for a term of years, though
the fact that the gold production at the rate of
£10,000,000 a year soon began, that the war with
Mexico caused unusual demands for supplies, and
that the demands from abroad for foodstuffs were
abnormal beczuse of famine in Ireland and wars,
must have had a material effect in stimulating
business activity in the United States and pro-
ducing prosperity. Equally certain it is, however,
that by 1854 the prosperity ended and a period of
great depression began, continuing until the low
tariff was substituted by one thoroughly protective.
Importations under the low tariff had been large,
and they were of a class produced by home manu-
facturers, and as a result there was idleness among
the manufacturers and their employees. This
reduced the home demand for the products of the
farm, and the farmer in turn was unable to buy.
The New York Z77ibune of January 1sth, 1855,
says of the conditions then prevailing (“ Protection
and Prosperity,” p. 604) :—

“The cry of hard times reaches us from every part
of the country. The making of roads is stopped,
factories are closed, and houses and ships are no
longer being built. Factory hands, road makers,
carpenters, bricklayers, and labourers are idle, and
paralysis is rapidly embracing every pursuit in the
country. The cause of all this stoppage of circula-
tion is to be found in the steady outflow of gold to
pay foreign labourers for the cloth, the shoes, the
iron, and the other things that could be produced by
American labour, but which cannot be so produced
under our present revenue system. The convulsion
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would have come upon us sooner but for the extra-
ordinary demand in Lurope for breadstuffs, growing
out of huge famines and big wars, and but for the
dazzling and magnificent discovery of gold in Cali-
fornia, by which hard money, sufficient to buy an
empire, has been called into existence and exported
to Europe. If we could stop the import of foreign
articles, the gold would cease to flow out to pay for
them, and money would then again become more
abundant, labour would then again be in demand,
shoes, clothing, and other commodities would then
again be in demand, and men would then cease to
starve in the streets of our towns and cities. If it be
not stopped the gold must continue to go abroad,
and employment must become from day to day more
scarce.”

Notwithstanding the depressed conditions, the
low tariff party, in control of Congress, in 1857
adopted a new tariff law, making even lower rates
on some articles, and this remained in force until
1861, when the Republican party elected its first
President, Abraham Lincoln. That conditions
were deplorable during a large share of this Free
Trade period, from 1846 to 1861, cannot be doubted,
and that they existed in the face of the fact that
California was pouring out gold at the rate of
about £10,000,000 a year is also true. During the
period public expenditures exceeded receipts by
nearly £10,000,000, imports exceeded exports by
more than £80,000,000, and the financial condition
of the Government during the closing years of the
period was such that it could borrow money only
by paying high rates of interest. President
Buchanan, in a message to Congress during the
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closing years of that period, said that Government
obligations could not be negotiated at a rate of
less than 12 per cent. interest. Within recent
years the Government of the United States has
placed nearly £100,000,000 of its bonds at 2 per
cent.  That conditions during the period described
were serious and were apparently due in some
degree at least to the low tariff duties is shown by
the following extract from the message of Presi-
dent Buchanan, a Democrat, sent to Congress
December 8th, 1857 :—

“We have possessed all the elements of material
wealth in rich abundance, and yet, notwithstanding
all these advantages, the country in its monetary
interests 1s at the present moment in a deplorable
condition. In the midst of unsurpassed plenty in all
the products of agnculture and in all the elements of
national wealth, we find our manufactures suspended,
our public works retarded, our private enterprises of
different kinds abandoned, and thousands of labourers
thrown out of employment and reduced to want. The
revenue of the Government, which is chiefly derived
from imports from abroad, has been greatly reduced,
whilst the appropriations made by Congress for the
current fiscal year are very large.”

In his message sent to Congress in December,
1860, President Buchanan again declared against
the low tariff then in existence and adopted
by his own party, saying that the financial diffi-
culties of the Government required a revision of
its schedules, and he recommended a return to
specific duties instead of the ad valorem system
which had been such a marked feature of the
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Walker tariff and its successor then in operation,
saying :—

“Specific duties would secure to the American
manufacturer the incidental protection to which he
is fairly entitled under a revenue tariff, and to this
surely no person should object.”

The message from which the above quotations
are made, admitting the failure of the ideal Free
Trade of Walker and that which followed it, was
the last sent to a Congress by a representative of
the low tariff party for twenty-five years. In the
following year, 1861, a Republican President and
Congress came into power, a protective tariff was
enacted within a few weeks of the meeting of
Congress, and the protective tariff system remained
continuously in operation for thirty-three years.
A Democratic President was elected in 1884, but
his party did not obtain control of both branches
of Congress during his term, and therefore no
change in the tariff system was made. It was not
until the second election of this Democratic
President, Cleveland, in 1892, that a Congress
in sympathy with his tariff views was also elected,
and more than one year of his term had expired
before the protective system fathered by the Re-
publican party in 1861, and continued with many
modifications during thirty-three years, was re-
pealed and a low tariff measure placed upon the
statute books.
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CHAPTER IIL

PROTECTION BECOMLS A REPUBLICAN
DOCTRINE.

WiITH the incoming of the Republican party in
1861, Protection became more distinctively a party
issue than ever before. The chief support for
Protection had been found in the Whig party prior
to the organization and success of the Republican
party, and the Democratic party had been looked
upon as supporting low tariff, but lines were never
so sharply drawn before as after the incoming of the
Republicans. When the Republicans found them-
selves in control of the Congress and the presidency
in 1861, and the necessity existed for raising large
sums of money to carry on the Civil War just
beginning, they naturally turned to the tariff and
increased the rates; they made them so high, in
fact, that there could be no doubt of their “pro-
tective” character. The platform upon which they
gained their first national victory declared for
Protection in the following words :—

“That while providing revenue for the support of
the general government by duties from imports, sound
policy requires such an adjustment of these duties as to
encourage the development of the industrial interests

of the country; and we commend the policy of the
National Exchange which secures to the working men
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liberal wages, to agriculture remunerative prices, to
mechanics and manufacturers an adequate reward for
their skill, labour, and enterprise, and to the nation
commercial prosperity and independence.”

The first tariff Act passed by the Republicans
largely increased duties, and was followed by
sundry other increases from time to time during the
four years of war which followed, which heavily
taxed the revenues. As a result of this demand for
funds, the tariff legislation during the war period
was necessarily crude and unscientific so far as the
question of Protection pure and simple was con-
cerned. Act after Act was passed as the demands
of the war grew, and the demands of the manufac-
turers for more and more protection were generally
complied with when not absolutely unreasonable.
Edward Stanwood, a recent writer on the history
of tariff of the United States, says in his work
“American Tariff Controversies”(Vol. Il page 129):

“The extreme character of these tariffs may be
judged by the fact that the tariff adopted in 1864
made the duty on wool from 3 to 10 cents per
pound, and woollen goods, a ‘compound duty,’ partly
specific and partly ad wvalovem, of 24 cents per
pound and 40 per cent. ad valorem. On beer the rate
was 35 cents per gallon; on brandy, $2.50 per
gallon; and on refined sugar, 5 cents per pound.
In the Bill passed in the following year the com-
pound duty system was applied to cotton goods, the
rate on the cheapest calicoes being 6% cents per yard
and 10 per cent. ad valovem. In this Bill the rate on
rails for railways was advanced to $22.40 per ton, and
this high rate is looked upon by protectionists as the
beginning of the very successful steel rail industry in
the United States, and the generally high rates fixed



A REPUBLICAN DOCTRINE. 29

on articles of this class as the basis of the phenomenal
success which has attended the iron and steel industry
in this country ever since that date.”

How much these extremely high tariffs were
responsible for the great prosperity and business
and manufacturing activity which followed it is, of
course, impossible to say. The check upon imports
and commerce generally due to the war, the with-
drawal of large numbers of men from industrial
operations, fluctations in currency, the great energy
required to furnish the materials of war, foodstuffs
and clothing for the large armies in the field, and
the fact that the Government was a heavy pur-
chaser of all these articles at high prices, made
manufacturing and commerce extremely active and
profitable, and it would not be fair to say that the
tariff was, of itself, the cause of any definite share
of the conditions that existed from 1861 to 1865.
Following the close of the war it was necessary to
maintain high rates of taxation to produce funds
to meet the interest upon and reduce the principal
of the enormous public debt created during the war,
and consequently the high tariff was maintained,
the Republican party, the party of Protection, being
still in power.

From 1865 to 1870 it was possible to determine
in some degree the effect of the tariff upon indus-
tries under normal conditions, and this gave a
favourable view of the results, so much so that
there was no disposition seriously to reduce the
general tariff rates. The census of 1870 showed
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that the value of the products of manufacturing had
grown from £377,000,000 in 1860 to £ 846,000,000
in 1870. When it is remembered that during a
decade of Protection, of which one-half was spent
in war, with a large part of the country absolutely
devastated, the value of manufactures had grown
more than in the entire seventy years under the
irregular tariffs preceding 1860, the advocates of
protection claimed it was a great triumph for their
system. The wealth of the country, as represented
by the census, had increased from £3,200,000,000
in 1860 to £6,000,000,000 in 1870, despite the
great destruction during the war.

The fact that revenues were redundant and the
rates of tariff taxation high upon many articles
which were not produced in the United States and
therefore were non-competitive, led to a material
revision of the tariff in 1870 and again in 1872, a
large number of articles of a non-competitive char-
acter being put on the free list. From 1861 to 1872
about 5 per cent. of the total importations came in
free of duty. After 1872 about 25 per cent. were
admitted free of duty, but they were non-competing
articles. In 1875 occurred another revision and
after that date about 33 per cent. of the importations
were free of duty. Among the articles relieved of
tariff duties were tea and coffee, the principle of the
protectionists being to remove all taxation from
articles which did not compete with domestic pro-
duction, especially those which were required by
the masses, and to maintain high duties on articles
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competing with home production and manufacture.
In 1880 the census showed the value of manufactures
in the United States to be £1,073,800,000 and the
wealth £8,400,000,000. One feature of the Tariff
Act of 1870 may be briefly mentioned in passing.
It placed a duty of $28 (£5 12s.) per ton on steel
rails, with the fixed purposc of developing the home
industry. In the year before the passage of the
Bill placing this high duty on steel rails, the num-
ber of tons produced in the United States was
8,616. By 1875 the manufacture had developed to
259,699 tons; by 1881, it was 1,210,285 tons, and in
1883 the duty was reduced to $17 per ton, and in
1890 to $13 per ton. From $106 a ton in 1870
the price, through domestic competition, fell to
$28 a ton in 1902.

In 1883 another revision of the tariff was made
by the Republicans, in part for the purpose of re-
ducing the revenues and in part in recognition of
the demand of the opposition party for a reduction of
duties on certain articles. The rates of duty were
reduced on cotton and woollen goods, on raw wool,
on some manufactures of iron and steel, and a
limited number of agricultural products. It was
claimed that the rates on wool and woollens were
reduced below the point of safe protection, and that
as a result the sheep industry suffered.  Certain it
is that the number of sheep in the country fell off
several millions in the few years following this
Act.

In 1884 the Democrats, after having been out of
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power since 1860, regained the presidency by the
election of Grover Cleveland. Space will not
permit a detailed examination of the causes that
led to this political reversal, but it is admitted that
a growing feeling in favour of “tariff reform,” that
is, a reduction of duties that were regarded as
oppressive and unjust, and in the interest of
manufacturers as opposed to the best interests of
the people at large, was one of the most potent in-
fluences in breaking nearly a quarter of a century of
Republican rule. But although Mr. Cleveland was
elected his election did not carry with it the control
of both Houses of Congress, as under the American
parliamentary system a Bill must receive the assent
of both Houses of Congress to become a law. The
American President has no power to initiate legis-
lation ; he can act merely in an advisory and recom-
mendatory capacity. Mr. Cleveland strongly urged
upon Congress the passage of a low tariff Bill, and
although a Bill was introduced in response to his
recommendation it did not become a law, and
Mr. Cleveland’s term ended with a protective tariff
law on the statute books.

From 1884 to the second election of Mr.
McKinley in 1900 electoral campaigns were
fought with the tariff subordinating every other
issue. Mr. Cleveland was defeated at the next
election, the tariff being the leading question, and
Mr. Harrison, a Republican, succeeded him. Mr.
Harrison took his seat in 1889, and the following
year the famous McKinley Bill became a law.
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Although the country had set the stamp of its
disapproval on Free Trade, the Republicans could
not ignore the growing demand for tariff reform,
which they recognised by pledging themselves to
revise the tariff if entrusted with the government.
Mr. McKirley’s Bill, which was entitled “ A Bill to
reduce the revenue and equalise duties on im-
ports,” was a bitter disappointment alike to frce
traders and tariff revisionists. It is true that it
made several additions to the free list and
removed the duty on raw sugar, but its general
tendency was to increase duties and to make the
average ad valorem rate as high as had ever been
imposed. The Bill increased the duties on wool
and woollens, placed a high duty on tin-plate to
foster the tin-plate industry in the United States:
imposed equally high duties on farm products to
prevent the importation of agricultural products
from Canada and elsewhere ; reduced the duty on
binding twine for the benefit of the farmers using it
with their self-binding reapers ; levied a high duty
on pear] buttons to aid in building up a pearl button
industry in the United States; removed the duty
on raw sugar, and authorised the payment of a
bounty on sugar produced in the United States,
and was, in fact, in the words of one of its
admirers, “the most thoroughly scientific measure
of Protection ever passed up to that time.” Under
it the tin-plate industry and the pearl button
industry were established and manufacturing
generally was prosperous.
P.U.S. D
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Protectionists hailed the Bill as a triumph for
their principles and the embodiment of all fiscal
wisdom, but the country was not so enthusiastic ;
in fact, it was angry and longed for an opportunity
to display its resentment. It found it in 1892, when
it swept the Republicans out of power (it had already
defeated Mr. McKinley when he offered himself
for re-election to Congress), and for the second
time Mr. Cleveland sat in the White House, while,
to make the triumph complete, there was a Demo-
cratic majority in both Houses of Congress. This
was the first time in thirty-two years that the
Democratic party had a free hand to bring the
tariff back to Iree Trade principles. But, strangely,
it found that there had grown up within itself a
strong Protectionist sentiment. While the party
had in its National Conventions usually declared
for a “revenue tariff” these declarations were in
many cases coupled with a reservation that the
revenue duty should be so adjusted as to give
“incidental Protection.” Almost imperceptibly
there had grown up among the members of the
party a Protection scntiment, due, doubtless, in
some degree to the influence of the manufacturing
industries upon the leaders in their respective
sections of the country. When an attempt was
made to enact a low tariff the party was divided
within itself, and so seriously divided that, despite
the resolute low tariff views of the vigorous
President, he was unable to carry his plan through
Congress without great modification. Nearly a
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year and a-half of his administration passed before
the measure introduced in Congress shortly after
his inauguration became a law, and it emerged from
its final vote in such unrecognizable condition that
President Clevceland refused to be responsible for it
by affixing his signature to the Act, and allowed it
to become a law without his approval.

In the revised and re-revised form in which it
finally became a law, it was not by any means
so radical a “ Free Trade” measure as had been
expected, and not, of itself, capable of so seriously
affecting the manufacturing interests as had been
feared. But much of the harm had already been
done. For nearly two years, from the date of the
election of Cleveland in November, 1892, to the
passage of the Act in August, 1894, the business
men of the country had waited in uncertainty,
unable to determine what changes would be made
in tariff rates and prices of foreign commaodities,
and this uncertainty, coupled with grave financial
complications, due to the fear of continued silver
inflation and the country going on a silver basis,
led to general business depression even before the
Tariff Bill became a law. Following its final enact-
ment there was further depression and suspension
of work among those manufacturers seriously
affected, and the result was the great commercial
stagnation from 1893 to 1896. In those years a
large number of factories were closed, hundreds of
thousands of men were thrown out of employment,
business failures were numerous, many rqilroads

D 2
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went into the hands of receivers, gold was hoarded,
and the money in circulation fell to an unusually
low total. Prices of farm products were low,
wages were low, employment was scarce, and
suffering and hunger were common. “Armies”
of the unemployed paraded from city to city, and
one of the largest marched from far in the interior
to Washington and drew up in front of the Capitol,
where Congress was in session, demanding the
adoption of mecasures for the relief of labour.

It was not surprising, therefore, that in the next
presidential election the Republican party was
returned to power. The protectionists asserted
that much of the depression and losses and suffer-
ing was dircctly chargeable to the low tariff and
injurious foreign competition ; that the fear of an
even more radical tariff and the long period of
uncertainty and general dislocation of business
were equally potent causes in destroying public
confidence and injuring credit. But the truth of
history compels the conclusion, always maintained
by Democratic free traders, that they were made
vicarious victims of Republican folly. Much of
the distress of that time was undoubtedly due to
vicious financial legislation, to the constant dilution
of the currency with silver, which menaced the
power of the Government to maintain the parity
between gold and silver and threatened the country
being forced to a silver basis. Silver coinage
was Republican legislation ; the Republicans were
responsible for it and kept it on the statute books,
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and they resisted its repeal. That finally it was
repealed was duc solely to the courage and
tenacity and wisdom of President Cleveland. To
accomplish this he was forced to fight his own
party as well as his political opponents, but he
never swerved, in the end he won, and earned the
gratitude of men intelligent enough to be able to
appreciate his great services.

But it is idle to attempt a too minute analysis
of national psychology as manifested at a general
election. The country was in no mood to weigh
causes in a delicate balance or to apportion with
exact and discriminating justice the proper meed
of responsibility. Mr. McKinley had been nomi-
nated by the Republicans, Mr. McKinley’s name
was the very synonym of a protective tariff, and
the Republicans promised the electorate that if
they were successful peace and plenty would once
more come upon the land. Mr. McKinley was
elected in November, 1896, and his election was
immediately accepted as an assurance that the
breaches in the ramparts of Protection would be
repaired and the walls would be made so high
that they would be invulnerable to assault. The
fear of silver no longer existed. Heeding the
lesson taught them by Mr. Cleveland, the Repub-
licans stood irrevocably committed to the gold
standard.

With Mr. McKinley Protection was more than
a belicf, it was almost an immanent conviction.
A new tariff law, he held, was vital, and if a thing
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were to be done the sooner it was done the better.
A few days after his inauguration the new Presi-
dent called Congress together in extra session,
and in July, 1897, the “Dingley Act,” the existing
tariff law of the United States, was placed on
the statute books. It was a radically protective
measure, the only tariff law since the first one
enacted in 1789 that had declared itself as having
for one of its objects the encouragement of manu-
facturing. Its title was “An Act to provide
revenue for the Government, and encourage the
industries of the United States.”

This Act was essentially protective. Raw sugar,
which had been put on the free list under the
McKinley tariff, and had been made dutiable by
the Democratic tariff of 1894, was also made
dutiable by the Dingley Act, but apart from this,
the free list was not materially reduced as com-
pared with the McKinley Act, but was somewhat
increased. Under the Dingley law about 4.4 per cent.
of the imports came in frec of duty. In thecalendar
year 1903 the value of merchandise imported free
of duty was £85,400,000, and of merchandise
subject to duty £111,600,000. Of the free imports
over £ 60,000,000 represent the value of materials
for use in manufacturing, and nearly £271,000,000
foodstuffs.  Of the dutiable imports, £ 57,000,000
were manufactures and luxuries, £ 17,600,000 partly
manufactured articles for use in manufacturing,
£21,200,000 foodstuffs, and £15,800,000 manu-
facturers’ materials.
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During the period in which the Dingley tariff
law has been in existence the prosperity of the
United States has been very great, probably
greater than in any preceding period, and the
exportation of manufactures has begun to be an
important feature in the industries and commerce
of the country. Exports of manufactures, which
in 1896 were £ 45,600,000, were in 1903 £ 86,600,000,
and have continued about £ 80,000,000 since that
time, despite the unusual home demand due to
general prosperity. The money in circulation has
increased more than 50 per cent. since 1896,
and the deposits in the banks of the country
have doubled. The census of 1900 showed the
value of the manufactures of the country to be
£2,600,000,000, or more than twice as much as in
1880, and the wealth of the country £ 18,800,000,000,
also twice as much as that of 1830.

This prosperity protectionists ascribe solely to
the bencficent effect of the high protection secured
by the Dingley Act; to the preservation of the
home market from foreign invasion, and the conse-
quent stcady employment at high wages of
American labour. Free Traders do not deny the
existence of prosperity—it is so palpably obvious
that its denial is impossible—but they contend that
the high tariff has cnabled manufacturers to charge
excessive prices for commodities, and thus lay an
oppressive burden upon the country.
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CHAPTER IV.
THE PHILOSOPHY OF PROTECTION.

THE philosophy of Protection, the objects sought
to be attained by protecting and fostering American
industries, and the underlying motives that ani-
mated the fathers of Protection in America can be
briefly stated in three sentences.

First: The full development of the industrial
resources of the country through an interchange of
its natural products for manufacturcs produced by
its own workmen ;

Second: The greatest good to the greatest
number by providing means of employment for all
classes engaged in gainful occupations ;

Third: To establish a standard of living and
wages that should enable the labourer to receive
proper remuneration and protect him from the
competition of lower paid foreign labour.

This philosophy, therefore, was based on economic
as well as humanitarian motives ; and the more
closely one examines the writings of the early
protectionists the more sensibly one is impressed
with the conviction that they had a definite pur-
pose in view, and love of humanity influenced them
no less than a desire to evolve an economic system
that should enable a new, untried, and sparsely-
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populated country to compete with countries rich
in all that they werc poor in. Theirs was no
chance system, the offspring of greed and ignor-
ance. Intuitively or instinctively they knew that
national happiness and national strength cannot
exist when the masses are in hopeless poverty ;
when the few are prosperous and the many are
poor. Whatever the consequences of Protection
may be to-day—and those results are still a matter
of opinion—in fostering monopoly or creating dis-
proportionate wealth, certain it is that the idea of
helping a favoured few, or setting up an aristocracy
of wealth, was not in the minds of the originators
of Protection. If as a result of Protection the
multitude was prosperous, many men were made
rich, and a few became possessed of great wealth,
that was inevitable and not to be deplored, because
prosperity rested on the solid foundation of the
welfare of the multitude.

The purpose of Protection, as an acknowledged
authority on the subject has pointed out, is an
endeavour to keep society dynamic and progres-
sive and to prevent it from becoming static. Pro-
tection, Patten says, “ceases to be an isolated
exception to the general passive policy which it
has been popular to advocate, and becomes a part
of the fixed national policy to increase the value of
labour with the increase of productive power, and
to aid in the spread of knowledge and skill and an
adjustment of its people to its environments.”
Protection, therefore, does for the individual what



42 PROTECTION IN THE UNITED STATES.

the individual is incapable of doing for himself
unaided, not for the benefit of the individual but
for the good of the mass, in which the individual,
of course, shares.

Given a great country with great variety of
soil and climate, and such wealth of mines and
forests that within its boundaries are produced
most of the requirements of man, and to this add
a population large enough to furnish the necessary
labour to convert those products into a condition
for man’s use, the supporters of Protection urge
that manufacturing may be, by their plan of opera-
tion, developed to its highest stage and through
the interchange of manufactures for the products
of the field and forest and mine, crcate a great
international market which shall so diversify
industry as to give full and varied employment to
its great population. By this plan, it is urged, the
faculties of the individual may be more highly
advanced through the opportunity afforded to
adapt himself to such employment and industry
as is best fitted to his tastes and abilities, and the
producing power of the nation is increased.

This was the theory upon which the early pro-
tectionists, from the time of Alexander Hamilton,
who has been termed the “father of Protection,”
have based their argument and their work in
behalf of that doctrine and of diversified industries
in the United States. In a word, it may be
said that the theory of Protection is the highest
development of man—of the citizen—and the
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combination of the several tastes and talents to
be found among a great mass of people in such
manner that the interchange of their products shall
supply their common wants and offer to the
markets of the world a surplus which their
industry and skill, stimulated through domestic
competition, creates. Whether this theory has
been sustained each must judge for himself, but it
is an undoubted fact, a fact admitted by all, that
under the system thus developed there has grown
up the greatest manufacturing industry that the
world has known, and simultaneously, and as a
part of it, the greatest industry in agriculture, in
mining, and in international transportation which
the world affords to-day

The agricultural products of the United States
exceed those of any other country ; its mines and
mining industries are the greatest of the world and
the most highly developed; its manufactures which,
according to Michael G. Mulhall, were in 1860
less than those of Germany, France, or the United
Kingdom, were, according to the same authority,
in 1894 more than those of any two of the nations
named, and it may be safely said that they now
exceed in value those of the three nations com-
bined. In 1860 Mr. Mulhall estimated the value
of the manufactures of the United States to be
£381,400,000 ; those of Germany £399,000,000;
France £418,400,000; and those of the United
Kingdom £561,000,000. In 1883 he again esti-
mated the valuc of the manufactures of the four
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countries, putting those of the United States at
£1,404,400,000; Germany £567,400,000; France
£472,000,000,and the United Kingdom £798,000,000.
Thus, in the short period from 1860 to 1888, a period
of continuous Protection in the United States, the
United States, according to this authority, ad-
vanced from the foot to the hecad of the list of
the world’s great manufacturing nations. In 1894
he again estimated the value of the manufactures
of the four nations, giving the United States
£1,899,600,000 ; Germany £671,400,000 ; France
£580,000,000,and theUnited Kingdom £852,600,000.
Thus, according to Mulhall, the manufactures of
France from 1860 to 1894 increased a little over
40 per cent. in value ; those of the United Kingdom
slightly in excess of 50 per cent. ; those of Germany
about 70 per cent., and those of the United States
nearly 400 per cent.

Taking the official figures of manufactures in the
United States which are collected by the decennial
census, the gross value of the manufactures was
put by the census of 1850 at £203,800,000 in
round terms; in 1860 at £377,000,000 ; in 1870
at £846,400,000; in 1880 at £1,073,800,000; in
18g0 at £1,874,400,000, and in 1900 at
£2,607,800,000.

Another factor in the industrial development of
the people of the United States is found in the
absolute freedom of interchange among its people.
While a high tariff wall, the highest which the
world knows, is erected at its border for the
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admitted purpose of excluding, or at least dis-
couraging, competitive manufactures or products,
the most perfect freedom of interchange exists
between the States and between the great climatic
and productive sections. Thus, the cotton of the
South passes freely to the manufacturing centres
of New England, whose manufactures are sold in
the producing regions of the South; the agricul-
tural products of the Mississippi valley are freely
exchanged for the manufactures of the East; the
iron and copper of the lake region are sent to the
manufacturing sections and there exchanged for
manufactures and coal and other commoditics.
The wool and the products of the soil of the
country west of the Mississippi find a market
North as well as South; the fruits and grain and
minerals of the Pacific coast make their way into
every section of the land and are exchanged for the
manufactures, the foodstuffs and even for consider-
able quantities of manufacturers’ materials which
are now being utilised by the newly developed
manufacturing industries of the Pacific coast.
Coincident with this great interchange have steadily
grown up new manufacturing industries in all parts
of the country. The development of coal mines in
the South in the immediate vicinity of the cotton
fields suggested the wisdom of manufacturing
where the raw material and the power could be
brought together with the minimum of transporta-
tion. In western Pennsylvania, Ohio, and Illinois
the proximity of coal and iron created great iron
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manufacturing industries ; still further west and
north the abundant supply of coal and timber
lying side by side make possible the development
of industries for the production of agricultural
implements, furniture and lumber, and on the
Pacific coast various manufacturing industries are
now being developed with great success, the power
being in part supplied by electricity generated in
the mountain streams scores of miles distant from
the factory, and by the use of petroleum, which is
found in abundance, as a substitute for coal.

This theory of Protection, the stimulation of all
classes of domestic industries and the development
of man to his highest stage of production through
interchange, has been that proclaimed by the sup-
porters of the protective doctrine from the earliest
period down to the present time. While the first
Tariff Act declared in its preamble, as one of its
principles, “the encouragement and protection of
manufactures,” the theory of Protection was first
distinctly and definitely started by Alexander
Hamilton, the first Secretary of the Treasury, who,
in 1790, was directed by Congress to *prepare and
report to this House a proper plan or plans con-
formable to the recommendations of the President
of the United States in his speech to both Houses
of Congress for the encouragement and promotion
of such manufactories as will tend to render the
United States independent of other nations.” In
that report, which is still regarded by protectionists
as an unanswerable presentation of the theory of
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Protection, Hamilton, after calling attention to the
rapid extension of settlement in the United States
and the uncertainty of relying upon foreign markets
for the surplus of agricultural products, says :—

“'T'o secure such a market there is no other expe-
dient than to promote manufacturing establishments.
This idea of an extensive domestic market for the
surplus produce of the soil is of the first consequence.
Itisof all things that which most effectually conduces
to a flourishing state of agriculture. By their tendency
to secure a more certain market for the surplus
produce of the soil they would at the same time
cause lands which were under cultivation to be better
improved and more attractive. And while by their
influence the condition of each individual farmer would
beameliorated, the total massof agricultural production
would probably be increased. The multiplication
of manulactories not only furnishes the market for
those articles which have been accustomed to be pro-
duced 1 abundance m the country, but it likewise
creates a demand for such as were either unknown or
produced in considerably small quantities. The
bowels as well as the surface of the earth are to be
ransacked for articles which were before neglected.”

This theory of Hamilton, proclaimed more than
a century ago, has, according to the belief of the
supporters of Protection, been thoroughly justified
by the experience of the century, and especially
of the forty years since Protection became prac-
tically a permanent part of the economic system of
the country. The value of manufactures during
the sixty years from 1800 to the date at which
Protection was definitely adopted had grown to
only £377,000,000 ; in the forty years from 1860
to 1900 it grew to £ 2,607,800,000. In proof that he
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was justified in the belief that agriculture would
be rapidly developed under Protection, pro-
tectionists point to the fact that the value of farms
and farm property, which had reached only
£1,600,000,000 in 1860 was, in 1900, forty years
later, £4,000,000,000. In proof that his prediction
that the “bowels of the earth as well as the surface
of the earth” would be “ransacked for articles which
were before neglected ” was justified, they refer to
the pig-iron production of the United States, which
from 821,000 tons in 1860 increased to 18,000,000
tons in 1903 ; to the fact that in 1860 the copper
production was 7,500 tons, and in 1902 286,000,000
tons, and that the coal production had increased
from 8,513 tons in 1860 to 265,000,000 tons in
1902, or more than the coal production of any
other country, while pig-iron and copper also
exceeded that of any other country.

Another distinguished advocate of Protection,
Henry Clay, in an address in the House of Repre-
sentatives, in 1824, thus stated the philosophy of
Protection :—

“The greatest want of civilised society is a market
for the sale and exchange of the surplus of the pro-
duce of its members. This market may exist at home
or abroad, or both ; it must exist somewhere if society
prospers; and wherever it does exist it should be
competent to the absorption of the entire surplus of
production. It is most desitable that there should be
both a home and foreign market. But with respect
to their relative superiority I cannot entertain a doubt.
The home market is first in order and paramount in
importance.
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“Qur agricultural is our greatest interest. We
have seen that an exclusive dependence upon a
foreign market must lead to still severer distress, to
impoverishment, to ruin. We must then change
somewhat our course. We must give a new direction
to some portion of our industry. We must speedily
adopt a general American policy. Still cherishing
the foreign market, let us create a home market to
give [urther scope to the consumption of the produce
of American industry. Let us counteract the policy
of foreigners and withdraw the support which we now
give to their industry and stimulate that of our own
country.

“The creation of a home market is not only
necessary to procure [or our agriculture a just reward
of its labours, but it is indispensable to obtain a
supply of our nccessary wants. It is in vain to
tantalise us with the greater cheapness of foreign
fabrics ; there must be the ability to purchase if an
article is to be obtained whatever may be the price at
which it is sold. The superiority of the home market
results, first, from its steadiness and comparative
certainty at all times; secondly, from the certainty of
reciprocal interest ; thirdly, from its greater security,
and, lastly, from an ultimate and not distant aug-
mentation of consumption from increased quantity
and reduced prices.”

A vital and fundamental difference between the
American protectionist and the American free
trader has been until the last few years a difference
of opinion as to the relative merits of the home and
foreign market. “The home market is first in
order and paramount in importance,” says Clay,
and that was the feeling of every protectionist who
remained indifferent to an export trade in manu-
factures so long as the home market was protected
from foreign competition. The free trader, on the

P.U.S. E



50 PROTECTION IN THE UNITED STATES.

other hand, always appreciated the value of the
foreign market and held that it would be to the
material advantage of the United States to sur-
render a fraction of the home market for the sake
of gaining the foreign market. “If we trade only
among ourselves,” was the homely illustration used
by a stump orator, “it is like a couple of boys
trading jack-knives. What we want are the jack-
knives of England and France and Germany.”
During the last five years the American pro-
tectionist has become as keen to possess the foreign
market as the free trader, but this desire has not
changed his belief in the wisdom of Protection.
He still adheres to this conviction that the home
market must be preserved for the home manu-
facturer, and that by retaining the home market he
can better compete with the foreigner on his own
ground, the reasons for which are more fully
explained in subscquent chapters. The free trader
always retorted that foreign nations would not buy
from America unless America bought from them,
to which the protectionist points to the increase of
exports of manufactures under the high tariff rates
of the Dingley law as a fact which can afford to
defy all the theories of Free Trade doctrinaires.
Daniel Webster, one of the foremost American
statesmen, a member of the House of Representa-
tives, a member of the United States Senate, and
twice Secretary of State, was originally an oppo-
nent of Protection, but in 1828 he supported the
views expressed by Mr. Clay, and from that time
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forward was an earnest advocate of Protection.
In a speech made in the Senate in 1846 he said :—

“The interest of every labouring community
requires diversity of occupations, pursuits and objects
of industry. ‘The more that diversity is multiphed
or extended the better.  To diversify employment is
to increase employment and enhance wages. And,
Sir, take this great truth; place it on the title page
ol every book of political cconomy intended for the
use of the Government; put it in every farmer’s
almanac; let it be the heading of the column of
every mechanic’s magazine ; proclaim it everywhere
and make it a proverb—that where there is work for
the hands of man there will be work [or the teeth;
where there is employment there will be bread. It is
a great blessing to the poor to have cheap [ood, but
gieater than that, prior to that, and of still greater
value is the blessing of being able to buy food by
honest and respectable employment. Employment
feeds and clothes, and instructs. Employnient gives
health, sobriety and morals. Constant employment
and well paid labour produce, in a country like ours,
general prosperity, contentment and cheerfulness.”

The exponents of Protection, especially those of
half a century ago, when the country rapidly
veered from high to low tariff and appeared to
have no settled economic convictions, always felt
it necessary to dwell upon the importance of diver-
sified industries and the folly of the United States
being dependent upon foreign countries for its
manufactures.

“A nation which would be prosperous,” Horace
Greeley said in an address delivered in New York in
1843, ‘“must prosecute various branches of industry
and supply its vital wants mostly by the labour of its

E2
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own hands. Second, there is a natural tendency in a
comparatively new country to become and continue
an exporter of grain and other raw staples, and an
importer of manufactures. Third, it is injurious to
the new country to thus continue dependent for its
supplies of clothing and manufactured [abrics on the
old country. Fourth, that equilibrium between agri-
culture, manufactures, and commerce which we need,
can only be maintained by means of protective
duties. Fifth, protection is necessary and proper as
well to create a beneficent adjustment of our national
industry.”

In the same address Mr. Greeley advanced an
opinion that of recent years has been relied upon
by protectionists as one of the chief virtucs of
Protection. “I am equally confident,” said Mr.
Greeley, “that the shutting out of forcign com-
petition from our markets for their articles of
general necessity and liberal consumption which
can be made here with as little labour as anywhere,
would be followed by a corresponding result—a
reduction of the price to the consumer at the same
time with increased employment and reward to our
producing sections.” The tariff, protectionists say,
reduces prices to the consumer through competi-
tion. I deal with that phase of the subjcct more
in detail in another chapter.

The nearer we come to the present day the
greater the insistence of protectionists upon the
effect of Protection in reducing the cost of all
commodities to the consumer. In his “Twenty
Years of Congress” (published in 1884 and 1886),
James G. Blaine, who was the unsuccessful
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Republican candidate for the presidency when Mr.
Cleveland was elected for the first time, says :—

“The essential question which has grown up
between political parties in the United States
respecting our foreign trade, is whether the duty
should be laid upon any import for the direct object
to protect and encourage the manufacture of the same
article at home. . . . The Protectionist starts with
the proposition that whatever is manufactured at
home gives work and wages to our own people, and
that il the duty is cven put so high as to prohibit
the import of the foreign article, the competition of
home producers will, according to the doctrine of Mr.
Hamilton, rapidly reduce the price to the consumer.
He (the Protectionist) gives numerous illustrations of
articles which, under the influence of home competi-
tion, have fallen in price below the price at which
the foreign article was furnished when there was no
Protection ; that the reduction was made to compete
with the American product, and that the former price
would probably have been maintained so long as the
importer had the monopoly of our market. Thus our
protective tariff reduced the price in both countries.
This has notably been the case with steel rails, the
production of which in America has reached a magni-
tude surpassing that of England. Meanwhile rails
have largely fallen in price to the consumer; the
home manufacturer has disbursed countless millions
of money among labourers, and has added largely to
our industrial independence and to the wealth of the
world. . . . Protection in the perfection of its design
does not invite competition from abroad, but is based
on the contrary principle that competition at home
will always prevent monopoly on the part of the
capitalist, assure good wages to the labourer, and
defend the consumer against the evils of extortion.”

The late President McKinley, whose ardent and
consistent advocacy of Protection was largely
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responsible for his great reputation and popularity
with the people of his country, in an introduction
to a work entitled “Protection and Reciprocity
Ilustrated,” written in 1892, stated the purposes
of Protection as contrasted with low or revenue
tariffs, in this language :—

“The revenue tariff accomplishes but a single
purpose—that of raising revenue; it has no other
mission, while a protective tariff accomplishes this
and morc : it brings revenue to the American treasury
and discriminates in favour of the American citizen.
The revenue tariff invites the product of foreign
labour and foreign capital to occupyv our market free
“om any restriction, in competition with our own
labour and capital. ‘The protective tarill invites the
foreign labour and foreign capital which are neces-
cavy to the wants of the people and which we cannot
produce in the United States to occupy our markets
and go untaxed to the people, but insists that every
foreign product, the like of which is produced at home
or can be produced successfully in quantities capable
of supplying the domestic consumption, shall, when-
ever necessary to maintain suitable rewards to our
labour, bear a duty which shall not be so high as to pro-
hibit importations, but at such a rate as will produce
the necessary revenues and at the same time not destroy
but encourage American production.”

In an address at Atlanta, Georgia, in 1888, Mr.
McKinley said :—

“The chiel obstruction in the way of a revenue
(low) tariff is the wages paid American workmen,
and any return to that policy involves a reduction of
the cost of labour. We cannot afford to have cheap
labour in the United States. Cheap labour means
cheap men and dear money. . . . Few men before me
but have found in the course of their lives that that
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which was cheapest, when measured by the mere
price, was dearest when they were without money or
employment or when their products could find no
market, or, finding it, commanded no price commen-
surate with the labour required to produce them.
Primarily it is labour that is interested most in this
question of Protection. The man with money can
seek other avenues of profit or investment, or wait
for his dividends, but the labourer cannot wait for
his dinner, and the United States do not want citizens
who make Presidents, Senators and Representatives,
to be in a condition of dependence and destitution.”

The supporters of Mr. McKinley’s theory of
Protection and of the amelioration of labour and
the prosperity of the masses through Protection,
base their argument on the historical fact that under
Protection labour was prosperous, wages high and
employment easy to procure; that during the
period of low tariff, from 1894 to Mr. McKinley’s
election as President in 1897, wages were low,
employment scarce, destitution and want prevalent
among the labouring classes, and a general depres-
sion existed throughout the country ; following the
re-enactment of the protective tariff, immediately
after the inauguration of President McKinley,
manufacturing activities were resumed, wages again
advanced, employment of labour was general, and
prosperity has continued throughout the United
States down to the present time.

The present tariff law of the United States is
known as the Dingley Tariff Act by reason of the
fact that Mr. Dingley, a member of Congress from
Maine, was chairman of the committee which
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framed the Act and its most active and ardent
advocate in the House of Representatives. In his
speech in support of the Act Mr. Dingley defined
the protective system in brief terms as follows :—

“Qur problem is to provide adequate revenues from
duties on imports to carry on the Government, and in
imposing duties to secure this result to so adjust them
as to secure to our own people the production and
manufacture of such articles as we can produce or
make for ourselves without natural disadvantages,
and thus provide more abundant opportunities for
our labour. For rest assured that no economic policy
will prove a success unless it shall in some manner
contribute to opening up employment to the masses
of our people at good wages. When this shall be
accomplished, and thus the purchasing power of the
masses is restored, then and not until then will prices
cease to feel the depressing effect of under-consump-
tion and the prosperity of our people rise to the
standard of 1892. The secret of the prosperity of the
United States up to 1893 was the fact that our people
were at work at good wages and thus had large
purchasing power. It was this large consuming and
purchasing power that made our markets the best
in the world—that maintained prices. By our tariff
rates, in short, we made this country the envy and
admiration of the world.”

The Tariff Act which Mr. Dingley framed and
supported in the address above alluded to, is the
highest protective tariff the United States has ever
known, and was the first Tariff Act subsequent to
that of 1789 which specifically stated as one of its
purposes “to encourage the industries of the United
States.” In support of the arguments which Mr.
Dingley advanced when his Bill was under con-
sideration, protectionists cite the production of
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pig-iron, that barometer of business conditions,
which increased from 8,623,000 tons in 1896, the
ycar preceding the enactment of the Dingley law,
to 18,000,000 tons in 1903 ; that coal production,
another measurce of business and manufacturing
activity, increased from 171,416,000 tons in 1896 to
260,081,000 tons in 1902 ; that copper production
grew from 203,384,000 tons in 1896 to 294,423,000
in 1902 ; the value of farm animals from £ 345,600,000
in 1896 to £597,800,000 in 1902 ; exports of manu-
factures from the United States increased from
445,714,200 in 1896 to £81,505,200 in 1903, and
the total exports of all classes of merchandise from
£174,640,000 in 1896 to £278,446,000 in 1903.
Commenting upon the growth of prosperity in
the United States since 1870, a period of almost
continuous Protection, Mr. O. P. Austin, Chief of
the Bureau of Statistics, said in a recent address
before the New York Chamber of Commerce :—

“The market of our own country, the home market
in which you can transport your goods from the door
of the factory to the door of the consumer without
breaking bulk a second time, is equal to the entire
international commerce of the world. Not only is
this true, that our home market is equal to that
offered l)y the international commerce of the world,
but it is evidently growing far more rapidly than
international commerce, for the internal commerce of
the United States has grown {rom £1,400,000,000 in
1870 to £4,400,000,000 in 1903, while the xnternatlonal
commerce has grown from £2,200,000,000 in 1870 to
£4,400,000,000 1n 1903. Or in other words while the
international commerce of the world is now twice as
great as in 1870, the internal commerce of the
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United States is now three times as great as in
that year and equals the entire commerce between

all nations.”

In this and the preceding chapters we have con-
sidered the origin and deeply rooted growth of the
protective system in America, and the philosophy of
Protection has been explained in the words of the
men who created the school. We shall now see the
fruits of that philosophy.
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CHAPTER V.
LABOUR AND WAGES.

ACCORDING to the theory of Protection, Pro-
tection, in so far as wages are concerned, is both
cause and effect. The effect of Protection is to
increase wages, and the increase of wages, that is,
the higher scale of wages resulting as the effect of
Protection, increases the wealth of the country, puts
into circulation a larger volume of money, and
enables the wage worker to become a larger
consumer, thus creating a larger demand for all
commodities, and is one of the reasons (but not the
only one) why the manufacturer is able to pay high
wages. It is an endless chain, beginning in
Protection and ending in Protection.

It seems unnecessary to waste time in the discus-
sion of what no one disputes. It is a fact conceded
by economists, statisticians, manufacturers and work-
ing men, by protectionists as well as free traders,
that wages are higher in the United States than
in any other country in the world ; higher than
in England, the country, next to the United
States where labour is most liberally remunerated ;
in some trades in America wages are more than
twice as large as those paid in England. The
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Blue Book laid before Parliament, August, 1903,
contains the following table of wages :—

AVERAGE OF RATES OF WAGES CURRENT IN SOME RECENT YEARS,
CORRECTED WHERE NECESSARY, SO AS TO MAKE THE FIGURES
RELATE TO THE SAME “ STANDARD YEAR.”

OCCUPATIONS. IX{(?::;d % s‘i?fé:dl ng%‘;_ France,

i
s.odol s do| s do| s d
Masons {gﬁp(:tgler towns ?;3 gil 1§2 35 2? g ‘Zt ;
Carpenters and jomners Allpott‘};l(,r cowii gg g ' g; Z ';’-;’ ;i g‘; ‘g
Plumbers... : {gﬁgfﬁlﬂ towns §§ ; 3§ 53) oo gf ;}
Plasterers {gﬁpc;!t;er towns gg Ig 1(8)? g 2‘; g 2(1) 3
Painters ... {klalp;:ﬁler towns g? g?’ % g o 0| 31 ;
Turners ... {Alll é:?xlcr'towns §§ g gg Ig ;g g :gi g
Fitters {glal ;:;er towns g? o gi !g 2 g gf g
Smiths .{ﬁﬁpﬁipr towns 32 3‘ ?3 g :i 3 gz g
Pattern makers ... {kﬁp;:;ler towns g; 3 gf; g Z; g 33 ‘§
Brass moulders. . {gﬂ ;tti;ler towns §2 3 Zg g ?g IZ 3 3
Compositors {Xﬁ (l):l:’ilel‘ towns gg g g(gi ; gg Z gi g
Lithographic printcrs... { %ﬁ ét%er towns gj g 13; ; Z; (; :; ?
Cabinetmakers ... {gﬁpc::i’,)er towns gg g} §§ Z ;z g :Z g
Upholsterers }gﬁp&;‘er towns g% Ig gg g i? 1‘1‘ ;g g
Coopers ... glal é:ahler towns gg g g: ; :g ;5 g g&
All of above fiftcen {C'lpual . .| 42 o] 75 o] 24 ol 36 o
trades ... All other towns | 36 o] 69 4| 22 6| 2210

1 New York 1s taken as the capital of the United States.

While it is no longer disputable that wages are

higher in America than clsewhere, the assertion is
frequently made that these earnings are more
nominal than real, as the cost of living in the
United States is so great as to absorb the difference
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between the European wage and the American. In
other words, that the purchasing power of a shilling
in America is no greater than sixpence in England,
and while the American workman is paid a shilling
for the same amount of work which brings only six-
pence in England, after both men have paid for the
necessaries of life, the money remaining in the hands
of both would balance. That phase of the subject
will be considered later ; for the present an attempt
will be made to show what the effect of Protec-
tion has been on wages, and the reason why wages
are higher in America than elsewhere.

One of the definite and most important results
protectionists hoped Protection would accomplish
was to raise the general scale, to bring about a
higher standard—a higher standard of living, of
wages, of intelligence, of initiative, of the physical
strength of thenation.  These things, protectionists
frankly admit, cannot be had for nothing, they must
be paid for, and though the cost of living in America
as compared with the cost in Free Trade countries
may be a trifle higher, the difference is more than
met by the advantages derived. Moreover, the cost
of living in America compared with that in England
is not the difference betwcen the wages paid in
America and those paid for like labour in England.

Cost is only a relative term. The price of an
article or a service may be high or low compared
with a similar article or service elsewhere or at some
other time ; the price of an article is high or low as
measured bythe amount of labour that will purchase
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the desired commodity. If in one country a
man must work, for the sake of illustration, twelve
hours before his labour enables him to purchase a
loaf of bread, the price of bread would be high and
the price of labour would be low. If, on the other
hand, a man need work only six hours to purchase a
loaf of bread, even if the loaf of the same weight
should sell in the market at twice the price of the
loaf in the first country, the workman would still be
twice as well off. Tt is true that simply comparing
the prices of the two loaves one is higher than the
other, but compared relatively to the earning
capacity of the two men it is the first and not the
second loaf that is the more expensive. In the one
case the workman mustgive twelve hours of labour—
which is his maximum capacity—to obtain a single
loaf, and has therefore expended all of his resources
for that one purpose. He has made a draft upon all
his vital energies and has no further stock to be
converted into labour and exchanged for some other
commodity. In the other case the workman has
expended for his loaf of bread only one half of his
raw material or his capital (according as one may
choose to call the pent up energy of a labourer
before it has been transformed into service, the
labourer’s raw material or his capital ; the terms
being interchangeable and, in this case,synonymous)
and has still remaining a stock of cnergy which
may be converted into other articles of diet, clothing,
means of amusement, anything, in fact, for which he
has a desire.
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It must be obvious that the man whose day’s
labour yields a loaf and a pound of meat is better
off than the man whose day’s labour is the equivalent
of only a loaf of bread. The question of actual
cost in England or Amecrica is of only minor
importance, and the comparative cost is of still
less consequence. The only practical considera-
tion is the ease with which the article can be
procured or, conversely, the labour which must be
expended to earn the required amount of money
to pay for the article in question.

It may be well to say that the use of the word
“labour” must not be taken to apply solely to
manual labour. Every man who does not derive
his means of subsistence or his income from rents
or other forms of investment is a labourer, whether
he be a day labourer, a skilled artisan, a clerk, a
writer, a doctor, a lawyer or a preacher. Each has
to contribute a certain portion of his own particular
form of labour to obtain a rcturn in the shape of
wages or salary or income, and his comfort and
happiness are measured by the value which his
labour produces. Protectionists constantly point
out that free traders made the mistake of believing
that Protection is in the interest of a class and that
it is not of equal benefit to the entire community.
This, from the standpoint of Protection, is a funda-
mental fallacy which free traders have long
cherished. American experience has proved the
contrary. A nation in which a wide gulf exists
between prosperity and poverty is not really
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prosperous. The day labourer no less than the
clerk and the professional man profits by Protection
and a high return for labour.

The American workman demands a higher
standard of living than the European workman.
Various reasons for this have been ascribed by
various writers. Levasscur, (“The American
Workman,” p. 365) finds that “the democratic
spirit of the American people has assisted materially
in preserving the custom of high wages,” and de
Tocqueville (“ Democracy in America,” chap. VII,,
p. 230) wrote: “In proportion as social conditions
become more equal, wages rise; and as wages are
higher social conditions become¢ morc equal.”

I shall not go too narrowly into the causes that
make the Amcrican workman insist upon certain
diet and comforts which the European workman
does not deem necessary. Every observer is aware
of the fact, exactly as he admits that wages are
higher in America than elsewhere. The standard
which the American workman has set can be
maintained only by high wages. It may be open
to discussion whether the standard is the cause or
the effect of high wages, and whether it tends to
increase wages or simply acts as a restraining
influence in preventing their decrease, but I think
it must be accepted that the higher the standard
the greater the demands that will be made upon
capital by labour, and the tendency will be to
increase wages. The more wants a man has the
greater his desire to satisfy them.
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The standard of living in the United States
being higher than in any other country, employers
are compelled to pay higher wages. To make
this highly paid labour remunerative the employer
might increase the hours of labour over those
prevailing in other countries and thereby obtain a
larger output per man, or he might by more
scientific methods make his labour more productive.
He could not put in force the first method because
labour in the United States will not allow itself to
be unduly exploited or sweated for the profit of
capital. Consequently, the alternative left to the
manufacturer is to devise a system whereby the
labourer in America, frequently paid double the
wages of the labourer in England for the same
class of work, shall produce an output so much
greater that the actual cost per unit of production
is lower in America.

The experience of the American manufacturer
engaged in every branch of productive industry
has shown that the cheapest labour is not the
labour that commands the lowest price in the
labour market, but, on the contrary, that the
cheapest labour is the labour that is the most
productive irrespective of first cost. Here the
American manufacturer with his practical experi-
ence runs foul of the theories of Adam Smith,
Ricardo, Mill and other economists who believed
that a day’s labour in one country was the equiva-
lent of a day’s labour in any other country, if the
work engaged in was the same in both places,
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and on this theory the so-called “iron law” of
wages was founded, a law which was not a law,
but merely an assumption, which the facts have
routed. The American manufacturer has learned
that “low wages do not mean cheap production,
and that the best instructed and best labour proves
itself to be the most productive, so that the rate
of wages and the cost of production are not
alternative or equivalent expressions, although
so frequently and ignorantly confused.” The
American manufacturer has made the further
discovery that the highest paid labour is usually
the quickest labour, and is capable of turning out
work which commands the highest price in the
market, and produces better workmanship than
labour less highly paid. In fact, so thoroughly is
this now recognized, that one of the best known
American advocates of I'rec Trade was compelled
to use this significant language :—

“In almost every employment of an industrial
nature a very great amount of training is requisite to
make it eflective or make it serviceable at all. Only
in times of very great demand and scarcity ol labour
would any onc employ crude labour in factories
where skill is required. The first question at all
times for an employer to put would be, ¢ What can
you do?’ ‘How skilful are you?’ ‘What are your
earnings?’ Never would he ask, ‘ How cheaply can
you work?’ He would surely take the one offering
his or her services first who had been in the habit of
earning the highest wages, doing the greatest amount
of work, &c. In times of depression or lesser demand,

he would surely dismiss those of his hands who earn
the lowest rate of wages, and keep those who are
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best paid per diem, &c. How, then, can it be that
wages cannot rise beyond the point of mere subsistence
of the worker, when the skill of the worker is so
powerful a factor in determining the rate of wages?”
(J. Schoenhof: “The Iiconomy of High Wages,”

p.- 27.)

Another equally well-known American writer,
who has championed the cause of Free Trade,
finds that “wages . . . must be determined in the
long run by what the product will bring, and not
by what the capitalist may promise or be willing
to pay for a given time. . .. Low wages are not
essential to a low cost of production, but on the
contrary they usually indicate a high cost of pro-
duction” (Edward Atkinson, *“ The Distribution
of Products,” pp. 53 and 63). “Even at piece
work,” says an English author, ‘“ The rapid work-
ing man is cheaper than the slow one in industries
in which costly machinery is required. The cost
of production is less with fast working men because
the cost on capital per unit of product is less”
(Marshall, “Principles of Economics,” p. 628).
Many other equally eminent authorities might be
cited, but cumulative evidence is unnecessary. It
may be accepted as an economic axiom that the
cost of labour is not the determining cost of the
product of labour,and that the highest paid labour,
which is always the most expert labour, produces
the cheapest product.

While American labour commands the highest
price in the world, the product of that labour is
able successfully to compete with labour paid at a

F2
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much lower rate. What is the explanation of this
seeming paradox? Intelligent British working
men find the answer in the enterprise of the
American manufacturer, his readiness to adopt
more improved machine processes,and the substitu-
tion of machine for hand labour; and the British
working man also believes that the American
working man is compelled to work longer hours
and under a greater strain, the Englishman being
satisfied with lower wages and an easier life.
Scientific observers and writers are content to
ascribe it to the greater productive power of the
American working man, without explaining the
secret of the productivity of the American working
man. Thus one writer says, “ American higher
earnings are only in other words an expression of
a higher working capacity,” which is doubtless
true, but it teaches nothing. “The whole product
of a nation,” says another writer, “ depends upon
two factors, its natural advantages and the efficiency
of its labourers,” but the causes which produce
efficiency are not revealed.

The belief entertained by British working men
that the increased productivity of the American
working man is due in part to the more extensive
use of machinery, and especially the latest and
most improved type of machinery, is true ; but the
general substitution of machine for hand labour is
possible only because labour is expensive. It is
only where a high rate of wages prevails that
machinery can be profitably employed. It has
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been pointed out that “in railroad building and
canal work in India it is found that the low day
rate at which labourers can be hired for carrying
the dirt away from the banks makes the employ-
ment of machinery unprofitable and unnecessary.”
In America, on the contrary, railway building,
canal digging, and other like work can be more
profitably done by the use of steam shovels, exca-
vators, and similar machinery, than by an army of
working-men. The relation which the use of
machinery bears to the cost of labour is concisely
expressed by a distinguished French author. “A
manufacturer considering the purchase of a
machine,” he says, “which will cost £2,000 and
displace four labourers, but which must pay for
itself in ten years, will not hesitate to make the
purchase in a country where wages are 4100 per
annum. The machine will affect a saving of £200
per annum. A manufacturer in a country where
wages arc £40 cannot use the machine, however,
because it would cause an annual loss of £40.”
This explains in very few words why the
American manufacturer so quickly disregards an
obsolete machine, and is always willing to substitute
for it a machine that will do its work better and
cheaper. A machine costing £1,000, which in five
years has saved £1,200 in wages, can be sacrificed
at the end of that time without the manufacturer
feeling that he is losing money. He is not losing
money. He has made money by the use of the
machine, and if he can obtain something better,
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something that in the next five years will have paid
for itself, and saved £1,500 in the cost of produc-
tion, he will feel that he has made a good invest-
ment. But it must be understood that it would be
impossible for him to make thesc changes, unless
the money he invested in machinery effected a
saving in the diffcrence between machine and hand
labour, and this is only possible in a country where
high wages prevail.

The economy of machine over hand labour is
now recognised by all writers on economics. One
of the strongest American advocates of Free Trade,
who denounced Protection and the injury which
the McKinley Bill would do to the country, is
forced to recognise the advantages possessed by
the American manufacturer over his European
competitors.  “Our labour,” he says, “being
machine labour, is generally cheaper than Euro-
pean labour, which is to a large extent hand labour,
or inferior machine labour, or unproductive, under-
fed labour, as compared with higher productive
American labour.”

The doctrine of high prices is always preached
by the protectionist; and high prices for labour,
he believes, is a nation’s salvation. “Let no one,”
he says, “manufacturer or workman, be deluded
by the belief that cheapness means prosperity, or
that because things are cheap a man can have
them in abundance. Nothing is cheap to a man
without money ; nothing is expensive if a man can
afford to pay for it.”



[LABOUR AND WAGES. 71

But it will undoubtedly be asserted, and believed,
that while conditions in America result to the advan-
tage of the working-man, in that he obtains higher
wages, they entail an additional and unnecessary
cxpensc upon the manufacturer, and that in the
last analysis this cost is paid by the consumer;
and the working-man, being a consumer as well as
a producer, bears his burden of the cost, and is
no better off than the working-man in foreign
countries. An examination of the cost of living
in America is made in another chapter, and there-
fore will not be discussed here, but so far as the
additional cost entailed on the manufacturer and
the added cost of all products to the consumer
are concerned, the history of American industry
affords convincing proof that the use of the most
improved types of machinery and the most highly
specialised and best paid labour results not in in-
creasing the cost, but, on the contrary, in decreasing
it. A machine can better do that which was formerly
done by hand, and the greater the skill of the hand
which controls the machine the greater the produc-
tion, and consequently the lower its cost. It follows,
therefore, that the use of machinery in charge of
intelligent and highly trained men is of advantage
to the employer, because his profits are increased ;
to the advantage of the consumer, because cost is
decreased ; to the advantage of the labourer, because
the employer can afford to pay higher wages in
proportion as the cost of manufacture decreases
and its profits are increased.
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American experience has demonstrated that the
manufacturer who would keep control of his market
and not be crowded out by more enterprising rivals
must keep pace with the march of scientific or
mechanical improvement or yield to a competitor
with more brains or more capital. Writers fre-
quently deplore the fierceness of competition by
which a manufacturer who has a large amount of
capital invested in plant is compelled to send
expensive machinery to the scrap heap because
it has become obsolete, although it is still in
good condition. No one who studies economics
philosophically and in their broader relations to
the welfare and progress of nations need waste a
single tear over this tragedy. It is immaterial to
the world whether a manufacturer, after having
spent £100,000 to equip his plant, must spend still
another £100,000 or else go out of business. If
he is forced by improvement to replace the first
set of machinery by other machines, it means
simply that inventive genius has succeeded in
producing a machine that will make certain
articles at a lower cost than was possible by the
employment of the machinery then in use. It is
pathetically true that the individual manufacturer
may be compelled to increase his capital by
£100,000 or be forced into bankruptcy, but that
is more than counterbalanced by the advantage
derived by the entire world being able to obtain
a better article at a lower price, and by its in-
creased consumption, for increased consumption
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always accompanies the reduction of the price of an
article of daily use; greater profits also accrue to
the manufacturer, who is able to pay larger wages
to the labourer.

A manufacturer, describing a new loom before
the United States Industrial Commission, said :—

“The cost of the machines per spindle is about $4,
making $60,000,000 invested in spinning frames ; and
these $60,000,000 are doing to-day what $120,000,000
would be required to do under the old method.”

In a report of the chief of the Bureau of Labour
of the State of New York there is testimony as to
the use of machinery in the two principal manu-
facturing countries of the world :—

“'The United States and Great Britain are the
greatest owners and users of machinery. Compare
the general condition of the workers of those two
nations with that of any other country on the face of
the globe where machinery is unknown except in its
most primitive form. Where lies the superiority ? It
seems almost a paradox, but it is true, that machinery
conduces to employment and to betterment ; not only
increasing production, but multiplying the chances
of employment and incidentally the consumption
of products.”

The use of machinery, therefore, in its largest
and most varied forms is a thing that every
protectionist believes that every labourer as well
as every consumer should heartily welcome. The
man who has only one thing to sell, that is, his
labour, can obtain for it more when he is required
intelligently to direct the operations of a machine
than he can when his labour is to be expended in
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the cruder forms of manufacture. The greater the
use of machinery the higher the general rate of
wages, and to repeat what has already been said of
cost, because too much emphasis cannot be laid
upon a fact which some economists ignore, the
labourer, while a consumer, is also a producer, and
the labourer as well as every other person is vitally
concerned in maintaining a high standard of wages
and securing a low labour cost of production. The
more extensively machinery enters into manufac-
turing processes the lower the cost to the consumer.
Therefore, machinery increases wages and cheapens
production, so that the labourer obtains a double
benefit by receiving a greater reward for his labour
and having to spend less for the necessaries of life,
which means a surplus to keep him from the border
line of starvation. Furthermore, the physical and
mental condition of the labourer is immeasurably
improved by the substitution of machine for manual
processes. It is claimed that the effect on a man
placed in charge of a machine is to degrade him,
because his work is so monotonous that it blunts his
faculties and in a short time he becomes practically
an adjunct to the iron and steel of which he is
in charge. But no unprejudiced person who is
familiar with conditions existing in industries
before the use of machinery became general, and
who knows present conditions, will deny that the
general level of intelligence and the general con-
dition of the working-man are higher now than
ever before. It must be obvious that the strain on
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a weaver who has to watch a few automatic looms
is a much less drain on his vital energies and less
dehumanising than the task imposed upon his
grandfather who worked a hand loom. The
automatic loom-tender works about nine hours
a day with less physical discomfort than his
grandfather, when fourteen hours counted as a
day, and the wages of the modern weaver are
as much larger than those of his predecessor as
his hours of toil are fewer.

To the credit side of the use of machinery must
also be added all the other things that have followed
in consequence of its introduction. Compare the
well-kept, well-ventilated shop of to-day with the
miserable cottage at the time when cottage in-
dustries flourished in England, and before the
factory system became universal. In countries
where machinery is extensively employed the
condition of labour is better than in countries
where machinery is only sparsely used, and it
will be found that the more general machine
processes enter into all branches of manufacture
the higher the social condition of the labourer.

One explanation of the greater productivity of
the American working-man, I think it will now
be conceded, is the greater use of machinery, and
it has been shown that only in a country where
the rate of wages is high is it economical to use
machinery. But it is the belief of British working-
men, a belief shared in by many British manu-
facturers as well as British and foreign writers, that



#»6 PROTECTION IN THE UNITED STATES.

the American manufacturer is a hard taskmaster
who, figuratively, stands over his working-men
with lash in hand and compels them to exces-
sive labour, which they can only accomplish at
the expense of their physical well-being. Never
was there a more mistaken idea. The greater pro-
ductivity of the American working-man is not due
to the fact that, like the slave condemned to the
galley, he is pushed to the extreme limit of
exhaustion, but because the American working-
man is the best fed, the best housed, and the
best clothed working-man in the world, which
enables him to do better and more work than
any other working-man. That is the secret of
his efficiency.

The American workman is the best clothed,
best housed, and best fed workman in the world.
He lives in more comfort than' men of the same
class in Europe ; he has more money to spend
on luxuries and pleasures; as a child he is not
half starved or insufficiently clad ; his mental and
physical development is not stunted; he is not
compelled to work at an age when nature requires
that the growing child shall have much time for
sleep and play, and when good food is essential to
make bone and muscle and brain.

All these things make up the sum total of the
efficiency of the American working man. The
American who comes to the starting line of the
race of life, who must spend all his days at the
forge, the loom, or the lathe, is by reason of the
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higher environment into which he has been born,
the better and more abundant food which he eats,
the greater comforts generally with which he is
surrounded, and the higher standard of living, more
competent to perform work requiring skill and
energy than the workman of a lower vitality or an
inferior physical and mental equipment.

Can anybody question the cause of the American
workman’s efficiency or the effect which that
efficiency must have upon the national welfare
and the productivity of its workers? Apply
the same test to an animal and it would not
be disputable. Will a well-fed horse, kept in a
properly ventilated stable, do better work with
less exertion than a horse insufficiently fed, whose
stable is dark and rank, whose coat has never
known the curry-comb? Where shall we look to
the better stock to perpectuate the strain, and would
any sensible man in purchasing a colt hesitate in
his choice between the colt of the former and that
of the latter ; and would it not be certain that if
the colt was put to work when still immature it
would break down at an earlier age than the colt
which had been allowed to run wild until the time
came when nature intended that it should cancel
its debt by labour ?

“In England,” says Schoenhof, “1 frequently heard
it said that labourers brought from Ireland usually
break down after ‘the first week’s trial; had then,
living with friends, to first get used to the English

standard of life, and feed up in order to do work at
the English rate. Gradually, in keeping with their
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better feeding and living, they became as good and
strong workmen as the linglish. Now, in American
mills the very same holds good.”

And the same author also says :—

““They don’'t eat and don’t work,” said a shoe
manufacturer of Vienna, when we compared notes on
the productiveness of Austrian and German labour
and of American labour. ‘Bread and beer swilling,
and an occasional bit of sausage cannot give strength
sufficient to compete with you.””

The late Mr. Schoenhof, it may be remembered,
was for many years one of the foremost American
free traders.

To sum up : The American working-man has a
productive energy greater than that of any other
working-man, and this higher capacity is due to
his being able to obtain more and a greater variety
of food that is suited to his wants; to his being
better housed and better clothed and having
better surroundings than the working-man in other
countries. Because he is a superior working-man
it is profitable to make a more extensive use of
machinery in America than in other countries, and
this more general use of machinery has made it
profitable to pay high wages, while at the same
time it has reduced the price of commodities.
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CHAPTER VL
THE GENERAL COST OF LIVING.

I¥ producers and consumers dealt directly one
with another, therc would perhaps be less necessity
to discuss the merits of IFree Trade and Protection.
If all labour were hand labour, the more unrestricted
the exchange of commodities the better it would be
both for producer and consumer, If the man who
wanted wheat could barter it for cloth which he
wove on his hand loom, it would be to his benefit
to deal immediately with the wheat grower. In
that case low wages, or expressed in another term,
a low cost of production, would result in low-priced
commodities, for which society would pay by being
kept low in the scale of civilisation. Fortunately
for producers as well as consumers, for the world
at large, modern conditions require a more complex
system. Producers and consumers do not deal
directly with each other. Between the producer
and the consumer there is a wide gap, which is
bridged by the elaborate machinery of modern
distribution, and which involves much waste. It
does not necessarily follow that cheap production
means cheap prices to the consumer ; usually the
reverse.

I have shown that conditions in America enable
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manufacturers to pay their workmen wages in
excess of those paid in other countries, and that
these high wages have stimulated inventive genius
and encouraged the use of machinery, the manu-
facturer finding it more economical to displace
men by machines. That economy, however, is
possible only when a machine, very often costing a
large sum, can be made to do more, better, and
quicker work than had previously been done by
hand. Quantity, workmanship and speed are three
of the greatest factors comprising the sum of the
cost of production. The manufacturer who can
turn out more pairs of boots of better workmanship
in a working day of ten hours than his compctitor
in the same time can afford to sell his boots at a
lower price and still realise a greater profit. That
every manufacturer knows, and his constant effort
is to decrease the cost of his product by increasing
his output.

An illustration used by Adam Smith will show
how the consumer is the gainer by the use of
machinery. Adam Smith calculated that one man
working alone and without machinery could not
possibly make twenty pins a day, while in the small
pin factory, which he selected to illustrate the
advantages of the division of labour, ten men with
a little machinery and specialised work could
together produce 48,000 pins a day. Mr. Schoenhof
takes up the same illustration and cites a Con-
necticut factory in which seventy machines, directed
by one machinist, three operatives, and one boy,
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produced daily 7,500,000 pins, all placed in the
papers and ready for sale. A hundred years ago
they boasted that in one day a single workman
could make 4,800 pins; to-day one man makes
1,500,000. The difference is typical. In a recent
investigation made by the Department of Labour
it was ascertained that one pound of pins which
cost $5.32 (say L1 Is. 4d.) to make by hand, could
now be manufactured for a little less than 26 cents
(13 pence).

One of the results of Protection, its advocates
maintain, is to reduce the price of commodities.
This is not always seen immediately. Perhaps the
first effect of a high tariff is unduly to advance
prices, and another effect equally baneful is to
preserve obsolete methods, which must necessarily
result in high prices, but these evils correct them-
selves by the sharp pressure of competition. That
pressurc may comc cither from within or without.
If the enterprise of home manufacturers is not
great enough to enable them to keep control of the
home market, it will be wrested from them by more
enterprising foreign competitors, but in either case
prices fall to their proper level.

Free traders assert that the consumer always
pays the tariff, and that the rate of duty levied on
an article is simply an added tax on consumption.
This theory is denied by protectionists. It is
really the crux of the whole argument.

It has been asserted that one of the most
important effects of Protection is to raise the
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standard of existence. High wages are the rule
in America, and commodity prices are higher than
in Europe, but the difference in prices is more than
met by the difference in wages. A relatively high
range of commodity prices, due to natural and not
abnormal or artificial causes, such as a shortage of
crops, strikes, corners or other reasons, the protec-
tionist finds, is the expression of high wages ; high
wages indicate high productive power, which means
a high consuming power. Neither workman nor
capitalist, he says, has anything to fear from high
prices, the result of this economic system, but, on
the contrary, both will prosper by it. The Ameri-
can free trader cites the superior wages of the
British workman as compared with the German as
supporting his theory of the advantage of Free
Trade. The protectionist answers that the cost of
living is higher in England than in Germany. Will
the British workman, he asks, or the advocate of
Free Trade, contend that the condition of the
German workman, who enjoys the so-called advan-
tages of low prices, is better than hisown? And
will he not perhaps admit, after he has carefully
studied the question, that the condition of the
American workman, whose cost of living is higher
than that of the British, but whose wages are
proportionately still higher, is an even more
fortunate individual?

England and the United States produce a
competitive article of general consumption. The
price of that article in England is, for the sake of
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illustration, 10s., on which there is a duty of 50 per
cent., so that ignoring, for the sake of convenience,
the cost of freight, insurance and other incidental
charges, the article cannot be sold in the United
States for less than 155. Itcan be produced in the
United States, equal in all respects to British
manufacture, for 105, but inasmuch as the tariff
advances the price to 15s., and there is no danger
of English competition below that price, the
American manufacturer may with safety charge
155, and thus lay a tax of 5s. on every customer.
Theoretically the illustration cannot be refuted.
It is a beautiful and simple example of a consumer
in a protected country paying tribute to the manu-
facturer. Butisit as sound inits practical operation
as it appears to be in theory ?

At 10s. the manufacturer, both in England and
the United States, is making a proper profit on
invested capital. At 15s. the American manu-
facturer is making an excessive profit. Although
there is much loose talk indulged in at the present
time of monopolies, with the exception of patents,
railways, and other similar franchises, there is no
such thing as a trade monopoly, and any man with
capital, technical or professional knowledge, and
the requisite commercial ability can compete with
any other. Capital is always seeking investment,
and capital will naturally flow where the returns
are highest, the security of the investment being
the first consideration. A business which, because
it is protected by an unnaturally high tariff or for

G2
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any other reason, yields excessively high profits is
always the first to invite attack from competition.
If the demand for the 15s. article exceeds the
supply it would be foolish for a rival to reduce the
price, because business is not an altruistic enterprise,
and every man tries to make all that he can ; but
if, as is usually the case, supply and demand keep
level the latest seeker for trade must, to obtain his
share of the trade, be content with smaller profits,
or produce a better article at the same price, or an
article equal to that already on the market at a
lower price. If by economy of management,
superior abilities, or improved processes, he can
lower the cost so that it can be sold for 14s., his
profits are still very large; they may be even
larger than those of his rivals selling at 155, and
he will “monopolise ” the business and obtain the
trade which formerly belonged to them.
According to some economists the cost of an
article is regulated by its cost to produce under the
most unfavourable conditions. It must be obvious
that this is false reasoning, and that the cost is
regulated by the cost required to produce it under
the most favourable conditions. The market price of
the article used for the purpose of illustration is no
longer 15s. but has fallen to 14s., because all other
manufacturers must either meet that price or
abandon their trade to a more enterprising com-
petitor. At 14s. profits are still large enough to
attract new capital, and new capital is invested in
the business, again with the result that either
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profits are rcduced by competition, which is for
the benefit of the consumer, or manufacturing can
be carried on more economically, which is equally
for the advantage of the consumer, and in the
course of time the difference in price between the
American and English article may be less than 2s,
although the duty imposed is 5s.

This is no fanciful or exaggerated illustration.
It is only putting in more convenient terms Ameri-
can experience in the manufacture of steel rails, or
a reduction in price from $106 to $28 a ton, and
scores of other staples might be similarly cited.
The difference in price between the great bulk of
commodities in England and in America is not the
difference which the tariff permits to be levied.
The following prices have been furnished me by
the United States Bureau of Statistics, and are
interesting as showing how slight the variance is
in commodity prices in the two countries :—

COMPARATIVE PRICES IN THE UNITED STATES AND
ENGLAND.
Articles. United States. England.
Dollars. Dollars.
Flour, per 280 pounds ... 700 .. 652
Butter, per 112 pounds ... 2492 ... 2482

Hams, do. cee I344 ... 1265
Bacon, do. .. 1288 ... 1095
Beef, do. wee 924 ... 9oO8
Eggs, per 120 ... e 300 .. 304

Flour, butter, hams and eggs are maximum
prices from the London Public Ledger, and are com-
pared with maximum prices from the New York
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National Provisioner and Journal of Commerce.
English prices for bacon and beef are average
prices of American bacon and beef from the
London Economist. English prices for butter are
for best Danish, and eggs, for best French ; all other
prices are for American commodities of the same
or similar grade so far as ascertainable.

But figures, even although exact, are often mis-
leading. One constantly hears that clothing is
cheaper in England than in America, and as with
all general statements this is true only in part.
Luxuries of all kinds are more expensive in
America than in England, and what by custom
is no longer considered a luxury in England is still
regarded as such in America. Thus, in Amecrica
most men of average means, and many well-to-
do, are satisfied with ready-made clothes, and
“custom clothing "—that is, suits made to order
—is in many places looked upon as extravagance.
A lounge suit for which a man pays five or six
guineas at a Bond Street tailor’s will cost in
America from eight to twelve pounds, according to
the conscience and reputation of his tailor. On the
other hand, a well-made serviceable suit, if bought
ready-made, will cost no more in New York than in
London, and the New York suit will fit better, that
is, according to American ideas of style. It is the
same in regard to boots. A pair of boots made to
order will cost in America from £2 8s. to £4 or
more, but even the most fastidious dresser need
not pay more than £1 for boots rcady made,
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which will look well and give him excellent service.
The workman pays 12s. or less. The shilling
necktie is as common in America as it is in
England, and yet there are men who think nothing
of paying £1 for a scarf. With a knowledge of prices
both in England and America, I am of the opinion
that the necessaries of life are little, if any, higher
in America than in England, but articles of luxury,
especially those hall-marked by fashion, are much
higher in the former country than in the latter.

An incorrect understanding of the difference
between the standards of living in the United
States and in Europe is the cause of much con-
fusion and the generally prevalent belief that for the
same style of living the cost in America greatly
excecds the cost in European countrics.  British
workmen and British investigators who have only
superficially examined into conditions in the United
States are always fond of repeating that it requires
more money for a man to live in America than
elsewhere, and he immediately states it as an
incontrovertible fact that the working-man is no
better off in America than elsewhere, because of
high prices in America. If the foreign working-
man should be raised to the same standard as the
American, it would, perhaps be discovered that the
amount actually required to support a family in the
same comfort and give it the same surroundings
would not vary much.

Testifying before the United States Industrial
Commission, an Englishman, employed at that
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time in the Trenton potteries, who had been
thirty-three ycars in the United States, and who
had also worked in the English potteries, said
that the average wages of jiggermen and dish-
makers in England were 27s. while the American
average was approximately 50s., “but,” he added,
“they do not go at the rapid pace we do. We
turn out a considerably greater number than
they do. We go at a killing pace in this
country.”

“When you say ‘a killing pace,” do you mean
that the pace that you work at here impairs your
strength?” was the question put to him by a
member of the Commission, and his answer was,
“No, I do not know that it does. It seems to me
that we live to about the average of potters in other
countries, but as the custom of the American
citizen is to go ahead in everything, we do the
same. Imitation counts for a great deal in this
country. For instance, if one person gets a
bicycle everybody else wants one. You go to
work at seven o’clock in the morning, Monday
morning, while in England and Scotland that
would be about breakfast time on Monday morn-
ing. Then they quit somewhat earlier than we do.
As a rule we keep at it ten hours a day except
Saturday, and quit on Saturday at four.”

This is one explanation of the apparently higher
cost of living in America, because, as this man says
“imitation counts for a great deal in this country,
and if a person gets a bicycle everybody clse wants,
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one.” In other words, the protectionist says, if the
standard of living requires bicycles for the comfort
or happiness of men working in the Trenton
potteries, they buy them, because they have the
money. In other countries, much as they might
long for bicycles, they would be compelled to
go without.

Another witness, testifying before the same
Commission, put in an even more striking way the
reason why living appears to be higher in America
than elsewhere.

“There is very little difference in the actual cost of
living,” he said, *1f they hive in the same way. But
the LEnglish potter 1s perfectly willing to wear a
flannel shirt and a handkerchiel around his neck from
one week’s end to another. That is the way they
come to this country generally. When they are here
for a few wecks or a few months, they want to do as
their neighbours do, and have a white collar and a
nice necktie and a pair of patent leather shoes, or
something of that kind. They actually spend a good
deal more money here. But if they lived in the same
way that they do over there, I doubt whether living
would cost Dut a very small [raction more than it
does here.”

A Philadelphia manufacturer of worsted and
woollen goods for men’s wear, an American, who
for eight years had carricd on the same business in
England, testifying before the same Commission,
said :—

“My conclusions were that the cost of living is

something lower there [in England] generally, but
among workpeople it is almost as high as it is here.
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The prices of food, if anything, are higher there than
they are here, which is an essential factor in the cost
of living. As I lived over there and kept house that
was a question I looked into somewhat. The only
article that I ever discovered over there that was
cheaper than in this country was potatoes. That in
some sections is a very important item of diet. DBut
they live fairly well over there ; they do not consume
a great deal of meat; their food is more of a character
of cereals—bread and all things of that kind. Over
there instead of living in houses as they do here, they
live in rooms. We have workpeople living in our
town living in houses by themselves that have all the
necessary conveniences, such as bathroom, heater, and
gas. The houses over there have gas in {o a large
extent, but it is very rarely that any of them have
bathrooms. I do not think in any instances heaters
are much used, although they are economical in
household expense. They depend almost entirely on
open fires and live largely out of doors.”

Jacob Weidmann, a silk dyer of Patterson, New
Jersey, testified before the Commission that labour
in the United States has a much higher efficiency
than in his Swiss dye-house, that wages are
from 60 to one 100 per cent. more in America
than in Switzerland, and that a man can live
cheaper in the United States than he can in
Switzerland. The statement that living is cheaper
in America than in Switzerland created surprise
and caused a member of the Commission to ask
him if he really meant what he said, and in reply
the witness said, “Yes, he pays a little more for
rent, but he can live here cheaper. Some men
keep a record of it and find that they can live
cheaper here.”
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“And at the same time have meat twice a day ?”
he was asked. “Yes, meat three times a day
over here,” was the reply. “Those are facts.”

It has often been asserted by free traders that
because the tariff shuts out the foreign competitor,
the American consumer is at the mercy of the
American manufacturer, who can put upon the
market shoddy goods and articles of inferior
workmanship, as the consumer must either take
what is offered him or go without, as the price of
a superior foreign made article is prohibitive. It
has also been asscrted that because of high prices
and the large volume of money in circulation
manufacturers are able to charge high prices,
knowing that men who are well paid will not
scrutinise their expenditure as closely as those
among whom the struggle for existence is more
severe, which results in prices being unduly
increased and the consumer being compelled to
take inferior goods.

Here, again, the protectionist joins issue with
his opponent and believes that the facts disprove
the theory. It has already been shown that in
any staple industry where the price and the profits
bear an undue relation to the cost of manufacture,
a direct invitation is extended to capital to obtain
a share of that business, which has the inevitable
result of bringing prices to the proper level. There
is also another rcason why abnormal prices and
excessive profits cannot long prevail. Competition
in America is a fierce struggle, and the man who
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would not be out-distanced must make a cheaper
or better article than his competitor. It is
certainly not true to-day, no matter how true it
was in the past, that the American, whether he is
a mechanic or a man higher in the social scale, is
content with shoddy or inferior goods, and it is
equally untrue that he recklessly throws away his
money. The converse is the truth. Although he
is not niggardly, as a rule, he tries to obtain the
best and the most for the least money.

American boots and shoes, American machinery
and other articles of use and wear have an estab-
lished reputation in Europe because of their artistic
workmanship, the excellence of the materials which
enter into them and their low price. It is the
same with everything else that the American uses,
every article of prime necessity, or comfort, or
luxury. Take, for instance, the roll top desk
which is found in every office. Nearly every year
manufacturers bring out a new style which contains
some small improvement over last ycar’s pattern.
Just as the banker and the merchant demand
greater conveniences and something better than
their fathers did, so does the American insist upon
superior surroundings. In the house of the well-
paid, thrifty mechanic one finds solid furniture of
good workmanship and pleasing design. He is
no longer satisfied with wooden chairs or the
horse-hair-covered abominations which served
when he was a boy. He must have something
that is not only more comfortable but which



THE COST OF LIVING. 93

appeals to his sense of the beautiful, and he obtains
both comfort and beauty at a smaller cost than
his father did because of competition and the
demands made upon the manufacturer not only
by the workman but by all classes; because of
the generally high standard which prevails in
America; a standard, protectionists assert, which
would be impossible were it not for Protection,
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CHAPTER VIL
PROTECTION AND NATIONAL WELFARE.

ONE of the chief arguments of the protectionist
is that Protection is not only economically sound
but morally must command the approval of all
persons to whom humanity is of greater conse-
quence than the saving of a few pence on an article
of necessity. “The man, not the dollar,” was the
epigrammatic expression used by one American
statesman. “ Cheap goods make cheap men,” said
another. This is the keynote of Protection.

The American workman and the American pro-
tectionist claim that the sum of the reasonable and
proper wants of a man in his sphere of life—food;
clothing, housing, recreation, education for his
children, etc.—constitute the ““standard of living "’ ;
to lower that standard degrades the nation, and to
maintain the standard adequate wages must be
paid.

Accepting the Ricardian theory that the tendency
of wages is to sink to the minimum of existence,
they have by every means in their power sought to
prevent the degradation of labour and to make the
workman demand something more than the bare
minimum of existence. The workman, they say in
effect, is entitled to more than a minimum of food
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and clothing ; his labour justly earns him decent
surroundings and some comforts. The principle
for which they contend is set forth in a pamphlet
issued by the American Federation of Labour :—

“As a rule in all countries and in all times the
demand for mgher or more wages is consequent upon
the increased pressure of new wants created. If a
man has learned to read and is surrounded by reading
men, he will want to read, and will demand such
wages as will enable him to satisfy this want. If
there was no such day as the Sabbath or rest-day,
and all wage-workers were employed the seven days
of the week, not only would wages not be advanced,
but they would be reduced because the present wants
of Sunday would be lost. Iovel life gives hovel
wages; tenemeni-house life gives tenement-house
wages; shabby clothes gives shabby wages; good
clothes, good eating, good homes, mean good wages ;
you cannot have the best till you want the best.”

“ What does it matter ?”’ the writer supporting
the argument of Protection always asks, “ that the
workman has to pay more for his commodities if
he can obtain his full share of them?” The
labourer, says one writer, conforms his mode of
living to his income. When the wages of working-
men have once risen and their wants and satisfaction
have become adjusted to a higher plane, it is
exceedingly painful for them, as for other people,
to accommodate themselves to a lower plane ; they
make every effort to avoid the change.

“ It does not matter much,” said a member of
Congress, “that the labourer gets his share of the
price of the finished article if that share is not
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enough for him to live on and to give him a
surplus. If the price of the finished article is low,
the reward of the labour is low.”

In his “Wealth and Progress,” Mr. George
Gunton has clearly cxplained that the price of
labour tends to approach the cost of maintenance,
not of an isolated labourer, but of the most ex-
pensive family whose labour is required in pro-
duction, and that it is those who live best, and
not those who live cheapest, who, by their cost
of maintenance, determine the rate of wages.

The American believes that Americans of all
classes, but especially the working classes, live
better and in greater comfort than persons in the
corresponding ranks of life in any other country,
which to the protectionist is the justification for
Protection, and is met by the free trader with the
assertion that this higher standard, which would be
still higher were it not for Protection, is due to
natural advantages and to living being easier in a
new and partly-developed country than in countries
where life, because of a congested population and a
lack of opportunity, is too often a bare struggle for
existence. It is impossible, of course, to affirm or
deny the truth or falsity of either statement, but
impartial investigators bear testimony to the
higher environment of the American working-man,
and attribute it to the high wages which he earns.
“The more the forces of cultivated intelligence,
conscientiousness, and hopefulness shall infuse
themselves into human industry,” wrote the late
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Ambassador to England, Mr. Bayard, a very stout
free trader, by the bye, “the more abundant and
valuable the results, the greater the sum of human
happiness, and the more stable the political institu-
tions of a country.”

This standard, whatever its cause, produces
certain results which are clearly seen in the daily
life of the nation in its manners, customs, health,
morals and institutions. The effect of high wages
and all that go with them—better food, better
clothing, better houses—is continually to raise the
less fortunate to the higher level, instead of dragging
down a higher class to a lower level. The immi-
grant when he first lands is usually willing to work
at any price, but after he has been in America a
short time and has become sufficiently Americanised
to understand the higher value placed on labour,
he quickly demands a higher wage, and one of the
great efforts of working-men is to prevent the
ruling price of labour from being broken down by
the influx of foreign labour, accustomed to lower
wages and a lower standard of existence, and there-
fore satisfied with lower wages.

This menace of cheap foreign labour is the
constant dread of the working-men and the pro-
tectionist, who believe that nothing could be more
injurious to the welfare and prosperity of the
country than a lowering of the general standard ;
but it is a fear more imaginary than real. Thereis
abundant testimony to show that the energy and
greater productivity of the American working-man

P.U.S. H
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are the results of his superior surroundings, and
that the immigrant must pass through a pro-
bationary period, that is, his physical condition
must be improved ; in other words, that he must be
“fattened up”’ for the market, before he is able to go
the pace of the American, who is, in short, of better
stock. To a witness before the Industrial Commis-
sion (Vol. XIV., p. 647) this question was put :—

“Many employers and many representatives of
labour wunions have testified that the American
workman in any industry turns out a greater amount
of fnished work than the English worker will do,
and they even go so far as to say that is true of the
Englishman transplanted to this country ; that there
is something in the air or the living that induces him
to turn out a greater product. I would like to ask
you if it has been your observation that that is true;
what do you think are the causes that bring it about ?

“Tt is true ; the causes I do not know.”

“Is it a better living—better conditions under
which the people work ?”

“1 will say we live somewhat better than they do
in foreign countries. The opportunities present
themselves. I do not think that even the child has
the opportunity of living in foreign countries as he
does here. He has everything in season and he lives
better. Itis a necessity that he does or he could not
keep this pace up. I have known men to come to this
country and start to work, and found the pace so
rapid that they have retired and gone back. The very
experience of seeing us with our shirts off scared
them into hysterics almost.”

“You think the operative in your line of business
will live as long in this country as he will in the
other?”

“I think longer. I believe if T had stayed in
England I would not have been living.”
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Another witness before the same Commission
testified (Vol. XIV. p. 704) :—

“When I get a new man who comes over here he
1s green, and it takes him some time to get worked
in ; but after he has been here five or ten years he is
just as good as any of them, and he will turn out in
our [actory in PPaterson one-third more work than
when he first came.”

“’The very basis and foundation,” said still another
witness (Vol. XIIL, p. 538), “of the superior energy
of the working people of this country in my judgment
lies in the abundance and adequate supply of food as
compared to every other nation. You can buy the
elements of adequate nutrition in Boston, New York,
and Philadelphia at a certain rate; in Chicago,
St. Louis, and the Middle West at a lessrate. (Go across
the water and in England you will find that the
necessary elements of nutrition cost very much more,
in Germany yet more, in [taly so much more that
they cannot have them. Now, in proportion to the
feeding of the human boiler with adequate fuel is the
development of human energy and power applying it
to mechanism. Mr. Olcott, who has established an
enormous machine shop in Berlin on behall of some
ol the Germans who came out here lately, who import
American machinery in order to make American
machine tools, reported to me that before they could
get their machine tools started they were obliged to
come over lere and hire some high-priced American
workmen to go out and start them. They paid them
extravagant wages, and they found that the Germans
could not do the work. ‘The average nutrition of
Germany will not stand the racket, and those workmen
are trying to come home because they find a higher
cost of subsistence out there.”

In this connection I shall use one more quota-
tion from the evidence adduced before the Com-
mission :—

H 2
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“ I should like to say just here,” a witness testified
(Vol. XIV.,, p. 202), ‘“that this protection of the
standard of life, standard of income, standard of
health, standard of intelligence, for our working
people, is highly important from a patriotic view. A
great deal is said about assimilating recent immi-
grants, and we hope to do that by training them up
in our American institutions, in our public schools;
but 1t is quite as vital, perhaps even more vital, that
they should be held to our American economic
standards.”

Fundamentally the American protective tariff
system is based upon the belief that American
civilisation is upon a higher plane than that of
any other country, and in order to maintain that
high plane the unscrupulous or short-sighted
manufacturer must not be permitted to take ad-
vantage of the temporary necessities of the working
class by compelling them to labour for a minimum
wage. The economic justification of a protective
tariff is that the Government does a thing which
the individual cannot do for himself. This, the
free trader asserts, is paternalism, and paternalism
in its worst form, because it is in the interest of a
class and opposed to the best interests of the
masses.  Protectionists maintain that it is not
paternalism.

“ Paternalism,” as one writer observes, “is giving
something to the individual; Protection is protecting
the opportunities for the individual to do for himself.
Protection in its strictly scientific aspect consists in
preventing, by such non-paternal methods, as can
within governmental authority be devised, any
element of a lower civilisation from being the means
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of industrial success against the element of a higher
civilisation.

“The Government should protect the superior
element against the inferior. The inferior does not
need Protection and is not entitled to it. The test of
civilisation is the dearness of man. A cheap man
never created high civilisation or a strong nation.
When, through social conditions, the average labourer
and citizen becomes expensive, he is a factor in the
economic life of the nation. It is the duty of the
Government to protect that superiority against the
inferiority of any other nation. Competition between
nations should be on the basis of the higher civilisa-
tion. If any one wants the advantage of this country
that person should have it only by nising to our plane
of doing business. We should not be exposed to the
disadvantage of being obliged to drop to his plane.”

Patten, in his “ Economic Basis of High Protec-
tion,” says that an argument often advanced by
free traders is that Protection impairs the moral
independence of the people and causes them to be
less enterprising and independent than otherwise,
and that it creates in them a tendency to rely
upon Government aid instead of self-help. This
argument cannot stand to-day, no matter how true
it might have been in the earlier days of Protection.
“The independcnce of the American working-
man,” is a favourite theme of writers both in
America and in Europe, who agree that the
American working-man is more independent than
the working-man of any other country, but the
American working-man will claim that this is not
so much independence as it is self-respect. No
doubt part of this spirit of self-assertion of the
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rights of the individual, of equality, comes from
democratic institutions and the feeling that class
and caste lines are less rigidly drawn in America
than in other countries, and that civilisation being
still so new and as yet in its formative stage the
traditions of birth and ancestry count for less in
Anmerica than elsewhere. Yet the investigator into
causes must not omit to give due weight to the
moral effect produced by good food and proper
surroundings. It is impossible for a starving man
to retain his self-respect, or for manly independence
to exist where the ordinary decencies of life cannot
be observed. Instead of Protection tending to
break down the moral independence of a people,
it appears, on the contrary, to stimulate that
independence, to infuse into all classes greater
vigour and enterprise, to create a desire for new
wants and to furnish means for satisfying them.
Scientific observers are agreed that any national
condition, Protection or Free Trade, for instance,
diffuses itself and has an influence, immediate or
remote, according to circumstances, on the whole
body politic. The experience of America has
shown that this deduction is sound, and that even
in those industries in which the protection afforded
is less than in the more highly protected industries
the condition of the labourer is better than in Free
Trade countries. The reason is not obscure. The
minimum wage in the United States is determined
to some extent by the maximum. There is a
certain solidarity and community of interest



PROTECTION AND NATIONAL WELFARE. 103

between all men in the ranks of the industrial
army, although the gulf that separates them is
frequently as wide as that between the com-
missioned officer and the private in the military
army. The roller in the steel mills, whose wages
would make many a London professional man
envious, who belongs to the aristocracy of labour,
has little in common with the semi-civilised and
ignorant Slav who works in the iron mines of
Pennsylvania, whose severe and enervating labour
digs out from below the ground the ore which is
converted into steel, which enables the roller to
receive his high wages. The roller and the miner
are not brought into contact ; the former lives on a
much higher plane than the latter; as a rule they
know as little of each other socially as the chair-
man of a board of railway directors knows of a
porter at a station which is merely a dot on the
map, and yet a common cause unites them. The
roller no less than the engineer, the compositor, or
any other skilled workman is in sympathy with
every attempt made by every other workman to
elevate the general condition of labour and inc