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PRODUCER AND CONSUMER

HE contest between protectionists and free-traders has
been generally looked upon as a struggle between pro-
ducers and consumers. The argument for protection has
always been that the government should restrict the im-
portation of foreign commodities, manufactured at lower cost
than similar domestic commodities, to enable the home pro-
ducer to compete on favorable terms in his own market.
The free-trade argument has been that such protection has
always been at the cost of the consumer who has been
obliged to pay the higher prices, and that this was unfair
class legislation in that it taxed the many for the benefit of
the few, while from the economic point of view it was un-
wise in that it forced the investment of labor and capital
from more profitable to less profitable lines of enterprise.
This argument is clear and familiar. It assumes that each
individual, if entirely free to act, will seek the most pro-
fitable employment for his capital. The fact that a pro-
tective tariff is needed in order to maintain an industry
in a given community shows that that industry is less
adapted to the character of the natural resources, or the
character of the producing population, than an industry
which can support itself without extraneous aid. Protec-
tion, therefore, is supposed to be either useless or harmful
—useless, where the home producer can sell his goods
cheaper than the foreign producer; harmful, where the goods
can be imported more cheaply from abroad, since it brings
investment in less profitable lines.

In the face of this seemingly inevitable logic, the pro-
tectionists have been endeavoring to justify their faith;
and some of their arguments have been profound, while
others have been shallow. While we do not here discuss
these arguments, we must remember that when the tariff
becomes an issue of practical politics, as it is now between
the agricultural and the manufacturing classes of this coun-
try, the necessity of appealing to different classes of people
for support is almost certain to result in an array of in-
consistencies. The most common and obvious inconsistency
of the free-traders is their maintaining at one and the
same time that protection is not needed in order to maintain
a given industry and that the result of protecting such an
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industry is to divert labor and capital into less profitable
undertakings. One charge may be true of one industry
and the other of another, but they cannot both be true of the
same industry at the same time. But the great incon-
sistency has been that of the protectionist party, which
after saying that protection is necessary because of the
inability of the home producer to meet the competition of
foreign cheap goods, and mindful of the fact that the con-
sumer wants his goods as cheap as possible and is willing to
buy them from the foreign manufacturer rather than pay
tribute to the domestic manufacturer, turns about and re-
plies that under a system of protection domestic goods can
be purchased as cheap as foreign goods under a system of
free trade, because the growth of the domestic industry will
lead to competition which will ultimately reduce the home
price to the level of the foreign price. The obvious reply
to this is that if the manufacturer has come to the point
where he can sell as cheap as the foreigner he would not be
injured by a reduction of the tariff.

Now, either the tariff raises prices here or it does not.
If domestic prices are no higher than foreign prices, what
is the good of protection? But if protection does maintain
a higher level of prices for the benefit of the producer, then
is there any way of escaping the conclusion that the con-
sumer pays the price, and that the benefit of one domestic
class is paid out of the pockets of another?

But let us not prejudge the question; for when we talk
of the relation of the tariff to the price of a commodity we
are inclined to talk rather glibly as if there were but one
price for an article at a given time, when in reality there
are various prices. Not only are different producers sell-
ing the same article at different prices, but the same pro-
ducer frequently sells different parts of the same product at
different prices in different markets. It is a common
practice for producers to sell at different prices in different
markets. In other words, the principle adopted in railway
rate making of “charging what the traffic will bear” is now
a common rule of trade. But, apart from these divergences
of price, we must emphasize a much simpler but usually
overlooked fact that at any given time for any standard
article there is a producer’s price, a jobber’s price, Bnd_ a
retailer’s price.  Apart from the tariff entirely, a reduction
of 25 cents in the mill price of a commodity is frequently
accompanied by no change in the consumer’s price; so it is
quite possible that a reduction of a tariff by 25 cents, even

i

\

A

e



