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THE RELATION OF THE PROTECTIVE
TO THE TRUSTS.
ALBERT

TARIFF

CLARKE.

In thesmalltownwhereI was raisedlivedan innocent
old farmercalled Pappy Huse. He was such a strong
partisanthathe thoughtall the ills that fleshis heir to
proceededfromthe oppositeparty. When the steamer
"Henry Clay" was burnedon the Hudson and many
liveswerelost,afterhearingthereportreadhe exclaimed,
"Wal, wal, wal! What won't the Whigs do next!" In
thesame spirit,a fewyearssince,nearlyeveryman who
or to believingwithhad becomehabituatedto thinking,
tariff
is a Pandora'sbox
out thinking,
thattheprotective
of evils, readilyindorsedthe statementof Mr. H. O.
Havemeyerthat"the tariffis the motherof trusts". It
is one of the ironiesof fatethatthetrustof whichhe is
the chiefmagnateshouldbe held up on thisoccasionas
and that the partywhich
one of the greatestoffenders
was electedto reformsuch abuses favoredhis company
above all othersin theUnitedStates Senate.
of the opBeforelong,however,the moreintellectual
began to realizethattrustsare not
ponentsof protection
whollyevil and thatif theyweretheycannotbe charged
to protection,
becausetheyexistequallyunderfreetrade.
one of the
ProfessorW. G. Sumner,of Yale University,
mosteminentfreetradewritersin thiscountry,
evidently
came to thisconclusionthreeor fouryearsago, whenhe
said:
"Trusts, departmentstores, railroad consolidations,
in the
bank unions,are cases of a generaldevelopment
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mode of industrialorganization. All branchesof industry
fall into it. . . . It was the discoveries and inventions
of the nineteenthcentury,especially in the fieldsof transportationand the transmissionof intelligence,whichmade
it possible, and then profitable,to organize industryon a
more comprehensivescale."
More recently,in fact this very month,the Honorable
Richard Olney, who was at differenttimes AttorneyGeneral and Secretary of State in Mr. Cleveland's cabinet, has made public his views upon the trusts and the
causes of themas follows:
"We are living in an era of materialism-in which
physicalcomfortand well-being,the acquisition of wealth,
the promotionand expansion of trade and commerce,are
of absorbing interestin all civilized states. The rivalry
between them and their respectivepeoples is intense,and
the United States and the American people join in it with
a keenness and fervor not exceeded in any quarter.
Among the weapons which the industrialcompetitionhas
developed is what is popularly known as the "trust". It
is a weapon of great potency,since in its essence and final
analysis it is such a concentration of capital upon an
industryas minimizes,or tends to minimize,the cost of
production. Its meritsin that respectare indubitable. In
the industrial race for the control of the markets of the
world it is difficultto conceive of any more important
factor than cheapness of production of the commodities
that are the subjects of traffic. The 'trust' has the furthermerit-one of great importanceto the wage earnerthat it tends to make work and wages steadier and less
liable to wide and sudden fluctuationsthan is possible
under any other conditions. It should be added that the
'trust'has earned the rightto be regarded as an economic
evolution. That it is such there could be no stronger
proof than that the 'trust' not only continuesto exist, but
to actually grow and flourish. It has encounteredsuch
a degree of popular prejudice, has been so bitterlycondemned by the press and fromthe platform,has been such
a favorite theme for denunciation by political dema-
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gogues, and has been so unrelentinglyharried by legislatures and by courts, that its unimpaired and even increased vitalitymust be deemed to be another signal instance of the ineffectivenessof artificialrestraintswhen
opposed to the operation of natural laws."
It will be observed that neitherof these illustriousopponents of protectionspeaks of it as bearing any relation
to trtists,except that Professor Sumner says, after the
words quoted, that if a trustbecomes a monopoly,protection may aggravate it, which I am not disposed to deny
while the monopoly continues. But one great object and
effectof protectionis to promote domestic competition.
No sooner does a business become very profitablethan it
invites competition. There are men and capital enough
for opportunitiesthat look promising. Theoretically,free
trade would seem to offermore competitionthan protection, but practicallyit sometimes destroys a domestic industry by giving a foreign combination,which employs
cheaper labor, or is aided by bounties or favored freight
rates on exports,the trade which protectionwould reserve
for the people of its own country. Thus British agriculture has been sacrificedto British manufactures,and now
manufacturesare sufferingfrom similar foreign aggression. The literatureof the present tariffreformmovement, known as the Chamberlain policy, abounds in
proofs of the destruction of British industries by the
policy of free imports.
On the contrary, the United States, Germany, and
France are conspicuous examples of the preservation,the
growth, and the diversificationof industries under the
policy of protection. When companies began to consolidate the fear of monopoly led many hastily to conclude
that foreigncompetitionwould become necessary to save
the people fromexcessive prices, but the rapid growth of
domestic competition soon relieved their anxiety. A
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prominentillustrationis found in the iron and steel trade.
Not only did numerous large establishmentsfail to join
the United States Steel Corporation, but they have enlarged their works, some of them have formednew combinations for greater strengthand economy, and every
year lengthensthe list of new and independentconcerns.
The representativesof some of themhave appealed to the
Governmentnot to reduce protection,for while the trusts
might possibly endure, the domestic competitorsof the
trustswould be ground to powder. Since the tariffcan,not discriminate between large and small concerns, it
cannot be used as a correctiveof trustswithoutdestroying
the best corrective,domesticcompetition. It is not apparent what consumerswould gain by playing into the hands
of foreign trusts in order to curb or punish or destroy
the trustsat home.
For be it known that there are trusts all over Europe,
some of them longer established than those in this country, and others of an internationalcharacter, formed to
maintain prices and apportion trafficand to share the
losses resultingfrom effortsto capture foreign markets.
In i9oi the Industrial Commission sent Professor Jeremiah W. Jenks, of Cornell University, now the distinguished presidentof this Association, to Europe for the
purpose of making a study of the various industrialcombinations there,and his report,which constitutesvolume
eighteenof the Commission's reports,presentsa mass of
informationnot elsewhere obtainable and which I believe
no economist or statesman can read thoroughlywithout
coming to the conclusion, not only that trusts are not
caused by protection,but that they are liable to destroy
the industriesof any countrywhich does not maintain an
adequate protectivetariff. Among his conclusions were
these:
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"There is littleor no belief that the protectivetariffis
responsiblefor their existence. It is known that they at
times use the tariffto keep theirprices higher than would
otherwise be possible, and that their export prices are
oftenlower than their home prices. The tariffshould be
guarded so as to preventserious abuses, but thereis practically no thoughtof its abolition.
"As in the United States so in Europe complaints are
frequentlyheard that the combinationssell for export at
rates lower than domestic prices. The combinations do
not deny the charge. They claim that they must do so
if theyare to export at all, and that the export business is
necessaryto keep theirworks runningfull time and their
laborers employed. When their governmentsgrant export bounties and the governmentrailroads grant special
low rates on export goods, as appears fullyin the chapters
on Austria and Germany, we might expect that they
would make no effortto conceal their low export prices.
Indeed, some of the combinationsthemselvesgive premiums on theirgoods exported."
What lines of fustiansoldiers go down beforethe light
of this knowledge! No longer can a man who would
enjoy a reputationfor intelligenceand candor claim that
our American tariffs are responsible for trusts. No
longer can protectiveduties be charged with exploiting
home consumers for the benefitof foreign consumers.
No longer can any patriotic citizen wish to leave unguarded the industries,great and small, of his own country, when they are threatened with ruin by powerful
combinationsabroad, aided by theirgovernmentsto make
hostile incursionsinto the markets of nations with which
theyare at peace. No longer can even the occasional but
rare abuses of privilege and power under protectionbe
considered as sufficientcause for its repeal, especially
when other and betterremedies are now being enforced,
and more especially when such repeal would invoke a
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train of greater foreign evils which would be entirely
beyond our control.
The practice of selling abroad at lower prices than are
made at home is as old as commerce. A British royal
it to Parliament
commissionreportedupon it and justifiedwithintwo or three years after that countryhad entered
upon full free trade. In the U. S. Consular Reports of
Consul Samuel M. Taylor, writing
September, I904,
from Glasgow, says: "Manufactured steel for export is
sold at from 5 to io per cent. less than for domestic use,
and even at a greater reduction. . . . In Scotland a
combinationat presentexists which fixesthe price of steel
plates for the whole of Scotland, but gives the members
of the combination power to sell in other districtsthan
Scotland at whateverprices theychoose." Consul Rufus
Fleming, stationed at Edinburgh, reports the managing
directorof an English metal working company as saying:
"It is the policy of British manufacturersto maintain
prices in the home marketat the highestpossible level and
to make whatever concessions may be necessary in foreign markets." He also reportsthe British maker of an
importantmachine as saying to him that he "quotes the
machine to customersin Belgium and one or two other
countries on the Continent at i5 per cent. less than the
price made to the British." Moreover, he reportsthat he
has "seen invoices of a British firmof steel wire manufacturers to German buyers, in which the prices were
fully2o0 per cent. lower than the prices quoted to home
consumers". Furthermore,he reportsa well-knownEnglish writer on economic subjects, of the Manchester
school, as saying to him that "the British manufacturer
recognizes the inadvisabilityof floodinghis own markets
with cheap commodities,which they will require time to
digest,thus deferringthe period when he can supplythem
14
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again profitably,and thereforehe sells the surplus to foreign countriesat a loss." He added that "there is scarcely
a tariffwall in existence that the British manufacturer
will not climb over at such times".
The same reports contain much other evidence of the
same purport,but I have no time to quote further. The
conclusion from this evidence that every unprejudiced
mind must draw is thatthe practiceswhich have been held
up to an indignantpublic in this countryas due to protectionare and long have been common under free trade
in Great Britain and are there justifiedby the champions
of that school. If our own teachers of economics will
be a littlemore American they will save many an honest
voter who has less time and opportunityfor profound
study from coming to conclusions which will miss the
true remedies for abuses and endanger their country's
prosperity,by exposing it to the rapacity of "special interests" abroad which are ever on the alert to pluck our
fruits.
In conclusionI would state a few factswhich are often
ignored but cannot be successfullydisputed: (i) It is no
part of the purpose of protectionto promote monopoly,
but one of its greatesteffectsis to promotedomesticcompetition. (2) There is no protected monopoly in this
countryunless it is an internationaltrust,and such a trust
can be brokenor regulatedby the enforcementof the antitrustlaws. (3) High prices are not caused by duties,but
by the law of demand and supply. The presentprices of
lumber have outrun the duties by several hundred per
cent., but repealing the duty would not reduce the price;
it would only take revenue from our treasuryand put it
in the pockets of Canadian mill owners. (4) Protection
existed here a centurybefore any trustswere formed,and
they were firstformed abroad, where two of their chief

The Tariffand the Trusts

2II

objects are to maintain prices at home and to invade foreign countriesand break down theirindustries. (5) Protectionis not responsiblefor inequalities of condition,for
under it our country shows the greatest distributionof
wealth ever seen. There may be abuses of it, but so there
are of everything. Annually some io,ooo people are
killed and 85,060 injured on the railroads, but nobody
thinksof.abolishing the railroads, although in many cases
they are at fault. (6) With every countrybut one protecting its markets against our products, with combinations everywhereseeking to exploit us,with powerfulgovernmentsaiding them by export bounties and low freight
rates, with labor paid here from two to six times the
wages paid in competing countries, with ocean freight
rates now so much reduced that they no longer afford
much protection,and with the same evils of combination
under free trade that are so much complained of under
protection, where is the economist who would advise
throwing down or much reducing our tariffwalls and
exposing our countryto the scrambles of what Thomas
B. Reed called "a beaten world"?

