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“ * * The band of commerce was design’d
To associate all the branches of mankind ;
And if a boundless plenty be the robe,
Trade is the golden girdle of the globe.
Wise to promote whatever end he means,
God opens fruitful nature's various scenes :
Each climate needs what other climes produce,
And offers something to the general use ;
No land but listens to the common call,
And in return receives supply from all.
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* * * * A rt thrives most
W here commerce has enrich'd the busy coast ;
He catches all improvements in his flight,
Spreads foreign wonders in his country’s sight, 
Im ports what others have invented well,
And stirs his own to match them, or excel.
’Tis thus reciprocating, each with each,
Alternately the nations learn and teach ;
While Providence enjoins to every soul 
A union with the vast terraqueous whole.
Heaven speed the canvass, gallantly unfurl'd 
To furnish and accommodate a world,
To give the pole the produce of the sun,
And knit the unsocial climates into one."

— C o w p e r .



F R E E  T R A D E

V EM SUS

L I M I T E D  P R O T E C T I O N

I t used to be said formerly that after a bad harvest there was 
sure to be a change of Ministry. In  recent times, whenever, 
through over-speculation or over-trading, the demand for banking 
accommodation has out-run the supply of banking capital, and 
money has consequently become scarce and dear, and the Bank 
Rate of interest has risen to 8 or 10 per cent., there has been a 
cry that the Bank Act is a failure, the cause of ruin, and that 
it must be repealed or amended. At the present time, trade being 
seriously depressed, the cry is raised that it is all owing to Free 
Trade !—that other countries are underselling us, and that our 
only chance of safety is in what people call “ Reciprocity or, 
“  Limited Protection/'

Lord Bateman, a Herefordshire nobleman, has come forward in 
defence of British commerce, and in a letter addressed to the 
Times last November, which he has since published as a pamphlet, 
he announces the grand discovery, that for thirty years we have 
been the victims of a mistaken policy ; that free trade has been a 
failure, that, commercially speaking, we are on the road to ruin, 
and that our only hope is in an immediate change of policy, and 
the adoption of what he calls “ Limited Protection.”
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Let me state his views in liis own words, and I  quote at 
considerable length in order to do them full justice :—

“ Sir, we cannot shut our eyes to  the universal collapse of trade  and its 
accompanying distress, be i t  the mineral, the shipping, the carrying, the 
agricultural, or the general m anufacturing trade. Throughout the country 
the cry of depression and distress and ru in  is the  same. W e have to  compete 
on unequal term s w ith other foreign countries, who are robbing us of our 
profits, paying nothing to our exchequer, and underselling us a t the  same 
time. W hen  the capitalist finds th a t his trade  is leaving him, and th a t his 
profits are reduced to a minimum, it follows th a t the  workm en depending 
upon him  m ust suffer in  like proportion, and, as a  consequence, the rate of 
wages m ust come down, or employment m ust cease—strikes, lock-outs, and 
painful and undeserved distress are the inevitable results. G ranted th a t the 
theory of free and unrestricted  commerce w ith all quarters of the  universe 
is as bold as i t  is magnificent, granted th a t the  idea, by whomsoever 
originated (and advocated by no one more consistently than  by our good and 
wise Prince Consort) is both  grand and glorious in  its conception, granted 
th a t to give effect to i t  has been the aim as it has been the  long-accepted policy 
of successive Governm ents, it  cannot be denied th a t the sting of ‘w ant of reci
procity’ has, from the  first, checkmated our philanthropic efforts, and obliged 
us now to confess, after 30 years of trial, th a t in practice our free trade is at 
best b u t one-sided ; and th a t while we are opening our ports to the  commerce 
and m anufactures of the  world, free and unrestricted , o ther countries, 
w ithout conferring upon us any reciprocal benefit, are tak ing  advantage, 
w ithout scruple, of our magnanimous, b u t disastrous (because one-sided), 
liberality.

% % ^ * * >jc *
“ W e have tried  Free Trade, and i t  has been found wanting. We have 

done our best to impress other countries w ith the reasonableness of our policy, 
and in re tu rn  they scoff a t our blindness, and tu rn  a deaf ear to our rem on
strances. I n  the meantime partia l ru in  and wholesale depression and 
distress are staring us in the face. O ur local burdens are increasing, our 
exports diminishing. O ur working classes, unsettled , are waging open war 
in  the cause of labour against capital ; discontented, because unable to 
find the real cause of th e ir discontent ; clam ouring for th e ir  partic ipation in 
profits which can hardly  be said to exist, and yet unable to account for the 
hesitation and inability  of th e ir employers to accede to  w hat they consider 
are only th e ir  ju s t demands.

“  W hy  should we persist in  such a U topian crusade ? W h y  have we cut 
adrift from our old anchorage to  launch our good ship upon a treacherous 
to rren t, which is hurling us helplessly to  im m inent shipwreck ? In  H eaven’s 
name, if we are on the wrong tack, le t us arrest our downward course. 
D on’t  let us, for the sake of a Quixotic theory, b lind our eyes to  the fact 
th a t our trade is ruinously slipping from us, and th a t we are sacrificing our 
best and  dearest interests to an unacceptable idea.
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“ There are indications th a t the tide of public opinion is undergoing a 
gradual and, therefore a more convincing change. I  hail it with satisfaction. 
A fter all, the argum ent th a t comes home to every one’s pocket is the most 
cogent, and is worth all the theories and all the lectures of all the  political 
economists in the world.

“  I  appeal to the common sense and to the patriotism  of my countrym en, 
and if they are convinced how great has been the fallacy of our Free Trade 
policy w ithout reciprocity, i t  is for them to say, as I  believe sincerely they 
will say, whether a re tu rn  to a policy of Limited Protection, so far from being 
impossible or undesirable, is not the true and simple solution of our present 
difficulties, and will tend, in a more simple and natural way than  any other, 
to retrieve our losses, increase our revenue, lighten our burdens, bring peace, 
contentm ent, and employment to our working classes, and teach them  and 
us to bless the day which restored the old policy and the old watchword of 
‘ Protection to native British industry .’ ”

I t  will be observed that this eloquent appeal is rather declama
tion than argument—assertion rather than statement of fact. But 
Lord Bateman appears to think that the people he is addressing 
are more likely to be convinced by strong language addressed to 
their feelings than by solid argument addressed to their reason. 
W hether this can be considered complimentary to those whom he 
addresses I  shall leave to them to decide.

He appears, however, to feel that some cavillers at his new 
gospel of prosperity may object to it on the ground of its being 
unsupported by figures. Accordingly, he deals with such objectors 
in his preface, and defends himself from their attacks, by attacking 
them in advance, in the following sentence :—

u The absence of statistics may be remarked. Seldom read, more often 
confusing, never infallible, these are usually the outcome of a contracted 
vision, and the stale stock-in-trade and never-failing resource of anonymous 
scribblers, and of heaven-born political economists. They will suggest them- 
selves w ithout difficulty to each m anufacturing and exporting in terest.”

Having given the unbelieving political economists and statisti
cians this knock-down blow, he feels that he is strong enough to 
be merciful to their weakness, and so he affords them this ono 
big fact, to satisfy their craving :—

“  L et this one fact suffice. A simple inspection of the Board of Trade 
returns will show the alarm ing deficit in our exports as compared with our 
imports from foreign countries paying no duty  whatever, and which la tter 
unfortunately exceed the former a t the rate of upwards of a hundred millions 
in value per annum  !”

5



Undoubtedly, the Board of Trade valuation of our imports is 
largely in excess of the valuation of our exports. But this has 
always been the case. The startling fact as to the present 
condition of our commerce is, that this excess of imports over 
exports having remained comparatively stationary up to 1872, 
when our exports reached their maximum, has rapidly increased 
since, and was last year about 140 millions, as compared with an 
average of 55 millions for the ten years ending in 1872.

But how does this startling fact prove that Free Trade is a 
failure, and that we are being ruined by the competition of coun
tries whose manufactures are protected ? W hy, it does not prove 
it at all, and Lord Bateman does not attem pt to show by argu
ment that it does prove it.

Is the United Kingdom the only country in the world where trade 
is bad and manufactures declining ? Look at the United States of 
America, and what do we see and hear of ? A greater degree of 
commercial depression than we have to contend with. Coal and 
iron mines stopped working, blast furnaces blown out, factories 
standing, hundreds of thousands of workpeople idle, wages rapidly 
falling, rents falling, railway traffics declining, and a general and 
wide-spread mercantile stringency continuing now for several 
years. Yet what has been and is the fiscal policy of the United 
States ? Is she, too, being ruined by Free Trade, and a conse
quent excess of imports over exports ? Not at all. She has the 
most thoroughly protective tariff in the universe, and is in the 
full enjoyment of that fool's paradise of Protectionists—she has 
the balance of trade, so they call it, in her favour. Her exports 
largely exceed her imports, and the excess has been much greater 
in recent years than formerly.

Here, then, we have a state of commercial depression even 
worse than our own, and, at the same time, a fiscal system and a 
condition of imports as compared with exports, the exact converse 
of what we have.

Is Free Trade the cause in our case of what results from Pro
tection in the United States ?

W hat is the condition of France ? France enjoys the advantage 
if it be an advantage, of import duties, sufficient, our manufac
turers think, for the protection of French industries against the 
competition of other countries. But the trade of France, like 
our own trade, is suffering from severe depression. A committee
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of the French Senate has been appointed to enquire into the causes 
of this mercantile depression. The party who advocated the 
appointment of this committee of enquiry expected to make 
political capital out of the enquiry. They expected the witnesses 
to declare that it was all owing to Marshal MacMahon’s mis
conduct in turning out the Jules Simon Ministry in May last, and 
handing over the Government to the Legitimist-Bonapartist 
Ministry, who met with such a crushing defeat at the elections in 
October last, and who have since had to make room for a Re
publican Cabinet. But the representatives of French manufactures 
examined by this committee do not lay the blame on Marshal Mac- 
Mahon, they do not think that their misfortunes are due to the 
De Broglie-Fourtou Cabinet, and they do not expect to be better 
off under the Republican régime of M. Dufaure, unless something 
is done to protect them from the ruinous competition of tho 
manufacturers of England, who are flooding France with their 
goods. England, which according to Lord Bateman and our 
protectionists, is being undersold at home by goods imported from 
protectionist countries, is declared by French manufacturers to 
be underselling them in France, notwithstanding their present 
import duties ; and their only hope of safety lies in higher duties, 
and more protection. A t present thousands of silk looms are idle 
at Lyons, and the linen manufacture of Lille and its neighbour
hood is said to be dying out.

Let us turn, then, to Germany. She levies considerable duties 
on imports. Is  she prosperous ? By no means. She has 
the same story to tell as to the condition of her trade. The 
depression with her is worse than in either France or England, 
and she, too, thinks to improve her condition by raising her 
tariff. Yet it is to protect ourselves from the competition 
with suffering nations like France, and Germany, and the United 
States, that we are asked to reverse our commercial policy. A 
commercial policy under which, during thirty years, our foreign 
trade has trebled, and our trade profits have quadrupled. We 
are gravely asked to reverse this policy; because, after thirty 
years of unexampled prosperity, we are suffering, in common with 
all Europe, from a temporary depression, and because our imports 
are £100,000,000 in excess of our exports. And Lord Bateman, 
the apostle of this “ new departure ” in our fiscal policy, having 
based his case on this one fact, the real significance of which he
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fails to understand, with the dexterity of a man who knows in
stinctively that the facts and figures are against him, declares 
that he has avoided quoting statistics, because “ seldom read, 
more often confusing, never infallible, they are usually the out
come of a contracted vision.”

Now, why do our imports exceed our exports, and is the excess 
a cause for alarm, and a proof of misfortune ?

Let me answer the last question first. Does it not
appear to be quite a fortunate thing for this country to
be in the position of being able to import one hundred
million pounds worth of goods, without having to send 
away goods to pay for them ? The United States, for instance, 
sent us £75,000,000 worth of its productions in 1876, and 
was satisfied with only £20,000,000 worth of our productions 
in exchange. Does not that appear to have been a very good 
bargain for us ? But it may be said we paid the difference 
in gold instead of in goods. Such was not the case, however ; 
for the United States sent us in 1876, £7,000,000 worth of 
bullion, and we sent the United States only £3,000,000 in bullion. 
The fact is that neither individuals nor countries can be enriched 
by sending away their property. I t  is what they acquire, and 
not what they part with, that enriches them. This really appears 
so simple that why it is ever misunderstood is strange. Never
theless, there seems to be no delusion which Protectionists hug 
with so much affection as the delusion—that the way for a nation 
to grow rich is to export as much and to import as little as 
possible. This was a favourite idea of the late President of the 
United States, and always put forward by him in his messages 
to Congress. In  the recent message of the present President it 
was again put forward as a m atter for congratulation that the 
balance of trade continued in favour of the United States, their 
exports being largely in excess of their imports.*

* My rem arks in  th is  p a ra g ra p h  respecting  the “ B alance of T rade” appear to have been 
som ew hat m isunderstood ; I  therefore w ish to say, th a t w hile I  consider it  a  delusion to suppose 
th a t an  excess of exports over im ports is  a  proof of p rosperity , I  do no t m ean to im ply  th a t the 
converse m ust necessarily  be true. The “  Balance of T rade”  affords only presum ptive evidence 
as to th e  condition of the country , bu t it  appears to me, th a t the  presum ption  is, th a t it is a  better 
b a rg a in  for the country  to  send out sm all exports in  re tu rn  for la rge  im ports, th an  to send out 
la rge  exports in  re tu rn  for small im ports. The fact is, th a t before a ttem p tin g  to found an  arg u m en t 
on the “ Balance of Trade,” as shown by  th e  Board of T rade R eturns, we ough t first to find out 
the cause of its being on e ither one side or th e  .other, and th is  is w hat I  have endeavoured to do 
in  th is  paper.



As to the first part of the question, how does it come to pass that 
year after year foreign countries send us goods of their production 
to a much greater value than the value of the goods that we send 
them in return ? The difference is not arranged by our remitting 
bullion. We import more bullion almost always than we export, 
and in 1876 our imports of bullion exceeded our exports of bul
lion by over £7,600,000, which, added to the excess of imports 
of goods, makes the total excess of imports in 1876, £126,000,000. 
The difference is due to several causes :—Firstly—The freight on 
goods exported should be added to the exports, and the freight 
on goods imported should be deducted from the imports, when
ever the goods are carried in British ships, and two-thirds of our 
foreign trade is carried on in British ships. The figures supplied 
by our merchants to the Board of Trade represent the value of 
the goods exported at the port o f shipment, but our customers 
abroad have to pay the freight in addition to the value of the 
goods, and this freight is paid to us in goods imported 
when it is due to a British shipowner. Again, the figures 
as to imports represent the value of the goods imported at the 
port where they are received after the freight has been paid. 
If the freight be due to a British shipowner, we export no goods 
to pay him. Secondly—Part of the difference is accounted for by 
interest due to us on money invested abroad, whether invested in 
foreign government loans, or railways, or other undertakings. 
Thirdly—It is partly accounted for by profits made by us on 
business carried on abroad, and payments due to us for services 
rendered to foreigners. I t  is impossible to estimate what amount of 
income is derived by inhabitants of the United Kingdom from 
abroad, but the total sum must be very large. Now, this income 
comes to us in the form of goods imported. From none but gold or 
silver producing countries, such as North and South America, 
Australia, Russia, &c., do we habitually import gold or silver in 
payment of debts due to us. Transporting bullion from place 
to place, or country to country, in payment of debts is an ex
pensive and unprofitable proceeding, only resorted to by mer
chants under the pressure of an abnormal rate of exchange.

The average excess of imports over exports between 1860 
and 1872 was just £55,000,000. Since 1872 the excess has 
rapidly increased, and in 1876 was, as already stated, £118,000,000, 
or, including bullion, £126,000,000. Why has this difference

9
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between imports and exports increased so rapidly ? The Protec
tionists, or as they now call themselves, the Reciprocity Party, 
say that it is owing to Free Trade. There might be some reason 
in this statement if there had been a rapid increase in onr imports, 
owing to home consumers substituting foreign productions for 
home productions, but such has not been the case. Since 1872, 
when our exports reached their maximum, our imports have in
creased very slowly, the rate of increase being about one-third 
of the rate during the previous ten years. The imports ought 
naturally to increase pari passu  with the increase of the population, 
especially the imports of food, because the production of food 
at home from the land can only be extended by bringing waste 
land into cultivation, or by increasing the productive power of 
the land now cultivated, and this must necessarily be a slow pro
cess, limited to the possible and the profitable. Now, as a 
m atter of fact, the total imports are not now increasing so 
rapidly as the population. In  1873, the total value of the 
imports per head of the population was £11 U s. 2d.; in 
1876 the figure had fallen to £11 6s. 8d. per head.* The fault, 
then, does not lie with our imports. There is nothing abnormal 
about them. I t  is our exports that are astray. They have de
clined from a total of £314,000,000 in 1872, to £256,000,000 in 
18/6, being a falling off of £58,000,000. This is a very serious 
matter. W e have had bad times and a falling off in our foreign 
trade before, but the depression has never lasted so long, 
or been so deep, during the past twenty years a t least. 
How comes it, with so large a decline in our exports, that we 
have not merely maintained but increased our imports ? How 
have we paid foreign countries for our imports ? Do the means 
already stated, which satisfactorily explain the mode of pay
ment in normal times, satisfy the present conditions ? I t  is the 
opinion of many persons that they do not, and that we are paying 
out of capital, not out of income. Their view is, that we are pay
ing the foreigner by the sale to him of foreign securities, or of 
goods held by us abroad, and that the articles we are importing 
with the proceeds of these realizations of our foreign investments 
are being consumed by us and not re-invested. There is probably 
some truth  in this, but in my opinion not much, and my reason is 
this : I  do not believe that our exports for some years previous

* See Board of T rade Returns.
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to 1872 were normal in amount. I  believe the demand for our 
productions on the part of foreign countries was for many years 
previous to 1872 abnormally excited by a stimulus supplied by 
ourselves. I t  is estimated roughly, by persons whose opinions 
carry weight, that the savings, or, in other words, the increase in 
the capital of the inhabitants of the United Kingdom, amounts to 
something like £200,000,000 sterling per annum. Now, a large 
proportion of this £200,000,000 it has been our habit to invest 
abroad in various ways, such as in foreign loans, or in public or 
private enterprise. Capital so lent has gone abroad in the form of 
goods exported, while the only return to us in the form of imports 
has been to pay the annual interest on these loans and investments. 
Accordingly, between 1861 and 1872 our exports increased much 
more rapidly than our imports; the exports being doubled, 
whereas the imports were only 60 per cent, more in 1872 than in 
1861, whereas in the six years previous to 1861 the increase in 
imports had been rather more rapid than the increase in exports. 
The more income we derive from foreign investments the more 
ought the disparity between imports and exports to increase. But 
between 1861 and 1872 there was no growth in the disparity 
between imports and exports—all which goes to show that be
tween 1861 and 1872 our exports were abnormally stimulated by 
our making these foreign investments. But within the past few 
years a change has come over the scene. Honduras, Peru, Egypt, 
Turkey, and other States have become defaulters, as well as several 
borrowing railway companies in the United States and elsewhere. 
British capital has been kept at home, and the stimulus to foreign 
demand for our goods withdrawn. These facts account for much of 
the rapid growth and then the rapid decline in our exports, without 
any reference to Free Trade or Protection.

The United Kingdom is not peculiar in this falling off in exports. 
There has been a serious decline in the export trade of our nearest 
neighbour, France, during the past year, and Germany, Austria, 
and Italy have the same tale to tell. In  the review of the commerce 
of 1877, given in the Journal des Débats, in January last,* the state
ments and arguments I  have just put forward in explanation of our 
condition are exactly what the French writer puts forward in 
reference to France. And he shows that the loss is twofold. We

* See the able Revue Economique de l’année 1877, by M. Leroy-Beaulieu in the Journal de» 
Débat», of 4th January , 1878.



have lost much of the capital we foolishly lent, while, at the same 
time, the factitious demand for our productions excited by our 
loans induced us to invest capital at home in forges, workshops, 
and factories, which are now left without customers.

But the rapid expansion and sudden collapse of our loans to 
foreign countries does not account for the whole loss of trade- 
Trade is not a one-sided affair. We prosper with the prosperity 
of other nations, and suffer with their sufferings. There can be no 
such thing as international independence, unless we are prepared 
to shut ourselves out from the world, as Japan did until recently. 
There is no nation so sensitive to the condition of other nations as 
we are, because so large a proportion of our people are dependent 
on foreign commerce for their means of living. Can anyone who 
thinks that we are being ruined by Free Trade tell us what 
countries are prospering under Protection ? Look through the 
tables of exports and see with what countries our trade has fallen 
off, and say whether any one of them is prosperous at the present 
time.

First, we have Russia, to whom for years past we have been 
lending money. Need we be surprised at finding a falling 
off in trade with her, now that we have closed our purse 
strings ? Then we have Germany, with which Holland and 
Belgium may be included, for much of our trade with Germany 
passes through Holland and Belgium. Everyone knows that 
after the war the receipt of the indemnity from France led to a 
rapid expansion of German trade on a hollow basis, and 
that she is suffering from a re-action of the severest nature. 
The Times recently published an extract from the Neue Stettiner 
Zeitung, giving a most melancholy picture of the state of 
domestic pressure, consequent on the depressed condition of 
trade. The German newspaper condensed the story in the 
following words :— ■“ Five long years of unexampled depres
sion are the bitter penalty we have had to pay for one intoxicating 
year of joy.” Then, as regards the Spanish W est Indies, can you 
expect trade to improve there while a rebellion is going on in Cuba ? 
Next, you will find a great falling off in trade with Turkey and 
Egypt. Is there anything to surprise you in that ? and would any 
number of reciprocity treaties, have enabled them to pay their debts, 
or have induced British merchants to sell them goods ? Next, we 
have the United States, the worst case of all—a falling off since 1872

12
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of £25,000,000. Was it British Free Trade or American Protection 
that caused the failure of Jay, Cooke and Co., in 1873, and the panic 
and the utter prostration of the trade of the United States ever since? 
The condition of the United States is thus described by the Neiv 
York Journal o f Commerce in its “ review ” of 1877 and “ outlook’’ 
for 1878. “  The existing condition of affairs is the necessary
result of ten years of inflation and extravagant living, and four 
years of consequent exposure and liquidation. * * * I t  is
possible that the roots of the evil have not yet been reached, but 
that every day may bring new revelations until the solid founda
tion is exposed.” Unfortunately, these gloomy forebodings have 
proved true, for 1878 has opened badly, the failures in New 
York in January amounting, according to “ M'Culloch's Financial 
Report,”  to 8,000,000 dois.—being the largest amount in any one 
month since 1873. In  such a state of affairs the falling off in our 
exports to the United States cannot be looked on either as re
markable or as an unmixed misfortune to our merchants and 
manufacturers. The United States is one of the countries whose 
demand for our goods we stimulated by loans. Much of our 
money went to make railways, and, accordingly, now that we have 
ceased lending money for that purpose, our exports of railway 
rails are less than one-tenth of what they were a few years ago. 
This may to some extent be due to the substitution of rails made 
in America, nevertheless the coal mines and iron works in 
the United States are even more depressed than ours are. 
The United States of Colombia, with which our trade has 
fallen off seriously, is a union of small States on the north 
of South America, extending to the Isthmus of Panama. I 
find that it has run up a debt of about £10,000,000, three-fourths 
of which is said to be due to British creditors,* from which 
I  infer that the large exports of former years represent in 
a great measure the money we lent. Our imports from Brazil 
have fallen off much more than our exports to that country. 
Our imports are governed by the Sugar and Cotton Crops, and 
the falling off in Cotton alone represents about £3,000,000. The 
falling off in our imports sufficiently accounts for the falling off 
in our exports to Brazil. W ith Chili, as with Brazil, our trade 
has fallen off on both sides, owing to a deficiency in the produce

* See the S tatesm an’s Y ear Book.



of that country. While the River Plate and Peru are countries 
whose trade demands we stimulated by loans in former years, 
which stimulus we have now withdrawn. W ith China our export 
trade has also fallen off. But in China, there has been for several 
years a famine in some districts of the severest character, very 
much worse than what our Indian Empire has passed through, 
and the starving population is to be reckoned by many millions. 
This fact probably accounts for the falling off in our exports to 
China. As regards our trade with our own possessions, while there 
has been an important increase in our exports to India and to 
Australasia, there has been a considerable falling off in our exports 
to Canada. The condition of Canada is necessarily affected by 
the condition of the United States, and the causes which have 
reduced our exports to the latter country have similarly influenced 
our exports to Canada. A clear proof of the condition of the 
United States and of Canada is given in the figures as to 
emigration and as to mercantile failures. The number of emi
grants* from our shores to those countries was in 1876 only 
one-third of the number in 1872. As regards business failures,f 
the average total liabilities of the firms failing in Canada, in the 
years 1875, 1876, and 1877, was three times the average for the 
years 1872, 1873, and 1874. And in the United States the 
average for 1875, 1876, and 1877 was double the average for 
18/0, 1871, and 1872. These figures need no comment.

Looking through the table of our imports, it will be seen that 
the great items are foodj and raw materials. The whole value of 
manufactured articles that we import is comparatively small, and 
the increase unimportant. The value of raw materials imported has 
declined since 18/2, but this is chiefly due to a reduction in price. 
W e imported rather more cotton for £40,000,000 in 1876 than we 
imported in 18/2 for £53,000,000, and 50 per cent, more than we 
imported in 1865 for £66,000,000. Jute, silk, and wool have also 
fallen in price, and part of the falling off in the value of our 
exports is due to this decline in the price of raw materials. The 
Board of Trade Returns, indeed, show that we exported a larger

* See Board of T rade Returns.
t  S ee th e  A nnual R eport fo r 1877, of Messrs. Dun Barlow and  Co.’s M ercantile Agency.
Í  I f  there  should h e reafter be a  la rge  falling  off in  our im ports of food, no t due to  the

abundance of our harvests  a t  home, it  will be a  clear p roof th a t o u r m eans of Hying are
m nm shm g, and  will, in  m y opinion, be a  m uch m ore serious ind ication  of national decline than  

a  ta iling  off in our exports.



quantity of cotton goodsinl877 tlian in any previous year. The great 
increase in our food importations is partly due to the necessities 
of an increasing population, partly, in recent years, to bad harvests, 
and partly to the improved circumstances and increased means of 
living of the working classes. So far as the capital saved by the 
nation has been invested in re-productive works at home, instead of 
being lent to foreigners, or invested abroad, and has thereby in
creased the demand for foreign food supplies to sustain the work
men engaged in these reproductive works, or to purchase raw 
material for their construction, the nation has sustained no loss 
by the increased consumption, and the disparity between the 
imports and the exports caused by such operations means simply 
a safe investment of capital at home. The four years from 1872 
to 1876 were years of great activity in works of this kind at home. 
Railways, tramways, waterworks, gas works, drainage works, and 
large schemes of street improvement have absorbed a large 
proportion of the savings of the nation, and all capital thus in
vested at home instead of abroad, as in some previous years, has 
maintained our imports at the expense of our exports, to the per
manent advantage of the country.

Taking all these matters into consideration, I  do not believe that 
the nation is by any means eating into its capital. But, at the same 
time, I  believe that we have not been accumulating capital so 
rapidly since 1872 as we were during the previous years. To 
whatever extent the working population is, by means of shortened 
hours of labour, or trade combinations, or idleness, producing less 
per man and consuming more, the nation is becoming poorer. This 
is the root of the matter. Over-production, some people say, is what 
ails us ; and the leaders of the working-men propose to improve 
matters by reducing the output of coal and the production of iron 
per workman employed, in order that the rate of wages may be 
maintained. This is the form of protection that will ruin British 
commerce, and which no import duties or reciprocity treaties can 
prevent British commerce from being ruined by. Over-produc
tion in particular trades may reduce the rate of profit or turn 
it into a loss in such trades ; but the way to cure the evil is to 
transfer the labour and capital to some other trade, not to reduce 
the produce per man or per pound of capital ; or, better still, to 
find fresh outlets for the goods, whatever they may be. Enhancing 
the price by artificial means is not the way to attract customers.
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Wealth is not produced by buying and selling; commerce 
is only the transfer of property from person to person, from 
place to place, or from country to country ; it is the exchange 
of commodities between those who have too much and those 
who have too little—the overplus of one supplying the want 
of the other. W ealth is created by the labour of men who turn 
the gifts of Nature to their own uses, by agriculture, mining, or 
manufacture. If the wealth of the world is diminishing, it is either 
because Nature is less bountiful or man less industrious. More 
production is what we want, and not less, if our condition is to 
improve. The seasons in some countries have been unpropitious, 
and we have had bad harvests in Europe and famines in Asia— 
but these alternations we have known before.

In  Europe, in my opinion, men are producing less and consuming 
more, and this is largely the cause of our depression. Trade com
binations of working men are pursuing the false track of demand
ing more money for less production, and the nations of Europe 
have withdrawn millions of men from peaceful industry, who are 
in time of peace consuming, and in time of war both consuming 
and destroying, the fruits of the labour of others. Labour and 
capital are transferred from works of production to works of 
destruction, and the burden is becoming too heavy for Europe to 
bear.

The false idea that manufactures are of more importance than 
agriculture, which is the basis of much of the Protectionist views 
of the day, has taken possession of the United States and other 
new countries. Nature has provided vast tracts of virgin land 
waiting for the plough and the seed, and ready to supply the food 
which millions of men in Europe will gladly give their labour to 
buy ; but in order to build up hives of manufacturing industry, 
which are more consonant with man’s pride than fields of waving 
corn, labour and capital are diverted from the fruitful field of action 
to which nature invites them into unprofitable paths, which are 
kept open only by the artificial means of heavy protective duties.

Now, when we in these countries are feeling the effects 
of the distress of other nations, we are offered, not more 
food and more clothing, but the solace of this new measure of 
Limited Protection. W hat does it mean ? I t  means, I  suppose, 
that we are to go round the nations of the earth and say to each, 
“ If  you won’t buy our goods, neither will we buy your goods.”



“ If  you put a duty on our productions, we will put a duty on your 
productions.”  Is this to be an empty threat, to be proclaimed as a 
“ spirited policy ” if it succeeds, but quietly backed out of if it 
does not, or is it to be acted on ? Did we adopt a Free Trade 
policy because we believed in it as a great political truth, or is its 
truth to be measured by its acceptance by others, instead of by 
its results as regards ourselves ? I t is actually argued that we are 
to surrender our opinions because they are not adopted by others, 
not because they have been proved to be false. If we are isolated 
in our Free Trade policy, it is an isolation based on a fixed 
principle. And where is the proof that our policy has failed ? 
Look at the vast increase of our commerce, of our capital, of 
our income since our Free Trade policy was adopted, see 
the whole world put under contribution to supply our wants— 
our merchant ships on every sea, carrying the produce of 
all the nations of the earth as well as of our own—our 
superabundant wealth lent out in every land to increase its pro
ductive power, and to enable it the better to supply our wants, 
and to repay the labour of our men. Are the great results of thirty 
years of freedom to be jeopardized because the temporary poverty 
of other nations disables them from buying our productions to 
quite so great an extent as in some previous years, and because 
our always small importations of foreign manufactures have some
what increased? No one suggests that we should put a tax on 
food ; but why are our farmers not to be protected just as much 
as our manufacturers ? and how is this plan of reciprocity to be 
carried out unless our food supplies are to be taxed ? The 
greatest offender of all is the United States, so far as taxing our 
productions is concerned. Are we to force her into submission 
by putting a tax on her wheat, her Indian corn, her bacon, 
and her beef ; are wo to tax her cotton or her timber ? 
Take our own colonies. They put import duties—some for 
revenue, some for protection—on our productions. Are we . 
to tax Australian gold and wool, Canadian wheat and 
timber ? Come home to Europe. Are we to say to France, 
which taxes our commodities, “ We want reciprocity, and if you 
won’t agree, we shall force you by taxing your productions.” 
Suppose France says, “ Very well, begin by doing away with 
your import duty on my wine and brandy.” Are you prepared to 
surrender so much revenue ? Can you admit brandy and claret
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free, and still tax port and sherry, beer and whiskey ? Go through 
the whole list of countries and articles, and the moment you begin 
to work out your scheme of enforced reciprocity you will find it 
break down. The more you study any form of Protection, the 
more you will find that you cannot make it work justly. The 
United States taxes everything Farm produce to begin with, 
and so raw wool is taxed, and there is an extra heavy duty put on 
woollen goods to make up to the manufacturers for not being able 
to import Australian or River Plate wool free. Of course, at first 
the woollen manufacture was very prosperous, until too many 
went into it. Now it is so overdone that it is one of the worst 
trades in the United States, and the nation is taxed to maintain a 
number of woollen manufacturers in a state of chronic bankruptcy. 
Shipping is so protected in the United States that its carrying 
trade with foreign countries, which was once almost wholly in 
the hands of American shipowners, has now almost completely 
passed out of their hands, and, for the most part, into the hands 
of British shipowners.

There were in 1840 over 1,000 articles subject to import duty 
in the United Kingdom, and a whole army of custom-house 
officers engaged, at the expense of the nation, in putting friction 
on the wheels of commerce, by collecting the duty on them. 
Now, the number of dutiable articles may be counted on one’s 
fingers. In  the United States there are, now 2,500 articles sub
ject to import duty, and they produce to the United States about 
the same revenue that the few articles do to our Government, but 
at a much greater cost of collection. A t fifty ports the receipts 
are actually less than the expenses.*

This idea of enforced reciprocity is based on the delusion that 
our Free Trade system is one sided in its effects because other 
countries have not followed our example. There can be no such 
thing as one-sided commerce. The very essence of commerce is 
that it is reciprocally advantageous. Trade, like mercy, is twice 
blessed. I t  blesseth him that buys and him that sells. We buy 
nothing from other nations, no m atter what their fiscal arrange
ments may be, that we do not find from experience it is advan
tageous to us to buy from them, and we sell them nothing but 
what they find it to their advantage to buy from us. The exchange

* S ee th e  Anglo-American Times, 25th Jan u a ry , 1878.



being voluntary, is only made on terms that are mutually advan
tageous. The most cunningly devised fiscal system of checks 
and counterpoises, however much it may hamper the operations 
of trade, cannot force people to buy and sell on any other terms. 
W hat we ought to say to other nations is, that we know Free 
Trade is to our advantage, whether it be adopted by them or not, 
and that any country which imposes an import duty for the pur
pose of checking its purchases of our productions, must similarly 
check us in purchasing its productions. This is the true argu
ment to U3e, and the moment we throw it aside in favour of the 
theory of C( Limited Protection/’ we throw aside the only invincible 
weapon—the truth—and attempt to do battle with error, armed 
with a falsehood.

Let us stand by Free Trade, and do all that we can to induce 
other nations to adopt it or to approach it. The hope is not 
forlorn—there is a large Free Trade Party in France and also in 
the United States, and their day is coming. If we falter in our 
allegiance to sound principles, how can we expect them to hold 
their ground, or make progress ? Are you prepared to stultify the 
policy successfully pursued by the nation for the past thirty years, 
by publicly renouncing the principles on which it is based ? 
You have freely exported your men, your money, and your 
machinery. You have been proud of the strength of race that 
has enabled you to found new nations, endowed with your own 
energy and your own enterprising spirit; you have rejoiced in 
the growth of the national wealth that has made you the money
lenders of the world ; you have gloried in the inventive genius 
and mechanical skill of your engineers, who have supplied all 
nations with their productions. Will you now declare all this to 
have been a mistake, because, in the friendly rivalry of peaceful 
commerce, these weapons, supplied from your own armoury, are 
sometimes successfully turned against you ? If the great qualities 
which have made the British nation what it is are insufficient to 
sustain it in the position which it now occupies, no system of 
fiscal restrictions on its commerce can save it from decline. The 
effect of those restrictions will be to make the decline more 
rapid.

Consider what the world has been doing, and what the British 
nation has taken the lead in doing. Building ships and harbours, 
constructing railways, bridging rivers, piercing mountains, and
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encircling the globe with telegraph wires. F  or what ? To facili
tate commerce, to unite nations, to open up new territories. But 
after investing your capital and your labour in providing all 
these means of intercommunication, do you now propose to put 
a check on commercial intercourse by rejecting or taxing the 
goods that are brought to your door? And how are you 
going to carry out the scheme ? The system is not to be one 
of simple universal protection, but an eclectic arrangement, 
based on a study of the tables of imports and exports, the 
balance of trade, the varying fiscal laws of other countries, 
and their relative ability to compete successfully with us. I  
have put a number of tables of figures before you, but they 
are only a drop in the ocean of figures that you must understand 
before you are justified in stepping in to interfere. The fact is, the 
man does not live who is capable of doing what Protectionists 
profess to do—that is, to levy protective duties only where levy
ing them will do more good than harm. Nothing less than 
Omniscient wisdom is capable of performing the task ; and the 
configuration of the earth’s surface, the varied character of its 
climate and of its natural productions, the diversity in the distri
bution of its mineral wealth and in the chemical constituents of 
its soil, were designed to give to each country its own natural 
advantages and natural protection. All attempts, by human 
enactments, to set aside or pervert these circumstances contra
vene the laws of Nature, and bring suffering on humanity. Under 
perfect freedom of exchange between individuals and between 
nations, labour will earn its highest reward, commerce will reap 
its surest results, and man will best fulfil the Divine purpose 
expressed in the words addressed to Noah : “  Be fruitful, and 
multiply, and replenish the earth.”
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A P P E N D I X

The figures in the following Tables have been extracted from 
the “ Statistical A bstracts”  furnished by the Board of Trade, but 
the arrangement of the tables has been adopted specially for the 
purpose of illustrating the Paper and presenting at a glance a 
clear statement of the position of our commerce.

T able  I. shows the value of the Imports and Exports for each 
year, beginning with 1846,* when our Free Trade policy was 
definitively adopted by the abolition of the Corn Laws. The 
last column shows the excess of Imports over Exports, the great 
increase of which, since 1872, is causing uneasiness to many 
persons. I t  will be observed that our Exports reached their 
maximum in 1872, and have since been declining. Therefore, 
for the purpose of comparison, I have put the figures for 1872 
and 1876 alongside each other.

T able  II . shows the value of our Im port and Export trade in 
1876, with the different countries, and the so-called “ Balance of 
T r a d e >} with each.

T able  I I I .  shows the Imports from each country in 1876, as 
compared with 1872, and the Increase or Decrease, as the case 
may be.

T able  IV. gives similar particulars as to our Exports.

T able  V . gives an analysis of the value of the articles Imported 
in 1865, 1872, and 1876, divided roughly under several heads. 
The figures for 1865 have been given in this table because that 
year was considered a very prosperous year.

T able  VI. gives similar particulars as to our Exports.

a n d ^ lS s h p ío d u c ^ o n í^ ^  ° f T rade R °tu rns contaiQed the  figures as to Exports of B ritish
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The following figures will show the commercial progress of the 
country since the definitive adoption of Free Trade by the aboli
tion of the Corn Laws in 1876 :—

Between 1840 and 1876, Customs Duties were repealed to the 
amount of £26, 000, 000.

The total Tonnage of Vessels Registered as belonging to the 
United Kingdom, was :

In  1846—Sailing Ships, 3 ,068,529; Steam, 131,256;— 
Total, 3, 199, 785.

In  1876—Sailing Ships, 4, 257, 986, ; Steam, 2,005, 347 ;— 
Total, 6, 263, 333.

The Total Tonnage of Vessels entered and cleared from Ports in 
the United Kingdom was :

In  1846—British, 8,688, 148; Foreign, 3, 727,438;— 
Total, 12,415,586.

In  1876—British, 33,441, 979 ; Foreign, 17, 342,923 ;— 
Total, 50, 784, 902.

The total Capital invested in Railways in the United Kingdom, 
was ; in 1846,—£126, 300, 000 ; in 1876, £658, 200, 000.

The total Sum invested in Savings Banks was : in 1846, 
£31, 700, 000 ; in 1876, £70, 300, 000.

The Valuation of Profits for Income Tax was: in 1846, 
£253, 000, 000, of which the amount from Trades and Professions 
was: £70,300,000.

The Valuation of Profits for Income Tax was: in 1876, 
£571,000,000, of which the amount from Trades and Professions 
.was : £266, 900,000.
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