
[SCRIPT]

The era of globalization is over. After years of trade deficits 
and watching our jobs go overseas, we’re taking a hard look in 
the mirror. 

Why hold the fate of our economy hostage to other nations? 

Why not make everything we need right here in the United States? 

Why not choose economic independence?

It’s a bold new idea. Except … it’s not that new. In fact, it’s 
been tried before.

And there is one teensy drawback. 

Which is that it tends to totally backfire.

[OPENING SEQUENCE]

IS FREE TRADE WORTH THE COST?

WATCH VIDEO ONLINE

Perhaps the most infamous case of American protectionism 
backfiring was the Smoot-Hawley Tariff Act of 1930, 
widely blamed for compounding the economic problems 
already emerging because of the Great Depression. Even 
back then, expert opinion among economists ran sharply 
in one direction. Over 1,000 economists sent a letter to 
Congress warning of a trade war that would damage the 
economy. Those warnings went unheeded by the likes of 
California Senator Samuel Shortridge, who dismissed it as 
“…the proclamation of college professors who never earned 
a dollar by the sweat of their brow by honest labor.”
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https://www.kiteandkeymedia.com/videos/is-free-trade-good-for-the-economy-benefits 
https://www.marketplace.org/2017/08/24/what-was-one-worst-pieces-us-legislation/
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“International trade.” Two words so interesting that … ok, they 
probably want to make you scream into a pillow.

Totally understandable. Economics can be that way. But here’s the 
thing: If we understand trade, it makes understanding the rest of 
economics a lot easier. Because the principle it makes clear is: 
Most of our natural intuitions about wealth … are wrong.

What do we mean by that? Well, start with this: In the last 70 
years or so, the world has seen an explosion in international 
trade — in goods or services that are made in one country and 
then sold in another.i And during that same time the world has 
become about 10 times wealthier.ii

Now, of course, that doesn’t mean that all that wealth was caused 
by trade. But what it almost certainly means is that trade isn’t 
bad for growth. 

In fact, the World Bank reports that trade has increased incomes 
around the world by nearly 25 percent since just 1990, and by 50 
percent for the poorest parts of the world.iii 

Which poor nations are currently using trade as an 
engine for economic growth? A 2019 report from the 
World Trade Organization identified Ghana and Cambodia 
as the two developing countries leading in exports, 
followed by Mongolia, Guinea, and Laos.

While policy disputes are widespread in the dismal science, the 
Harvard economist Greg Mankiw has identified opposition to 
protectionism as one of five issues on which at least 90% of 
economists agree. The four other positions that commanded 
similar levels of support: (1) Rent control reduces the quality and 
quantity of housing; (2) Floating exchange rates are an effective 
international monetary arrangement; (3) Fiscal policy (tax cuts 
or spending increases) can stimulate economies that aren’t at 
full employment; and (4) Employers shouldn’t be prohibited from 
outsourcing jobs to foreign countries.

In the U.S. about one in every five jobs has some relation to 
international trade.iv And in fact, a poll of more than 80 of 
the country’s leading economists — a group, we should note, that 
disagrees on everything — couldn’t find a single one who said the 
country would be better off without free trade.v
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https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019_e.pdf
http://gregmankiw.blogspot.com/2009/02/news-flash-economists-agree.html
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All of which seems … counterintuitive, right? How exactly does it 
make us wealthier to send a whole bunch of our money overseas? 

If it seems weird, think about it this way: Imagine that you 
decided to be entirely self-sufficient — grow your own food, make 
your own clothes, generate your own power. 

In other words, imagine living in Vermont.

This principle, known as “comparative advantage” 
in economics, can lead to odd specializations. 
Australia leads the world in producing steak … 
made from camel meat. Canada dominates in the 
production of binoculars. Indonesia is the leading 
exporter of frog legs. And Turkey is the world’s 
primary supplier of silkworm cocoons, which are 
used for beauty treatments and jewelry.

Vermont’s reputation as a haven for hippies and back-
to-the-Earth types exploded in the 1970s, a decade in 
which the allure of alternative lifestyles helped attract 
an estimated 40,000 residents to move to the state. 
While those numbers might seem modest, in Vermont (the 
nation’s second least-populated state) they represented 
the biggest population influx since the 1700s. 

Now, you could do this, but chances are that the quality of those 
products would be worse than if you’d just bought them from … you 
know, someone who knew what they were doing. And you’d also be 
missing the opportunity to make more money doing something you’re 
actually good at. 

That’s why most of us don’t live that way in the modern world. 
Because doing the opposite allows us to make more money and get 
higher-quality goods and services.

I mean, remember what it was like to cut your own hair during 
COVID?

This approach also has another benefit, which is that the more 
people are trying to get your business — the more competition 
there is — the lower it tends to keep prices.

And that’s the same principle behind free trade. Let people all 
around the world do what they’re best at and we’ll all benefit 
from lower costs and better products. 
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https://www.investopedia.com/terms/c/comparativeadvantage.asp
https://www.universalcargo.com/the-worlds-most-bizarre-exports/
https://www.sevendaysvt.com/vermont/historical-society-explores-impact-of-back-to-the-landers-on-vermont/Content?oid=3632371
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It’s a win-win! Well … kinda.

Actually, we should think of it as win-win-lose. Because here’s 
the thing: Many of those same economists who are so quick to say 
that trade is good for the country as a whole will also tell you 
that not everyone benefits. 

More foreign competition can drive American companies out of 
business and cost workers their jobs. And particularly, when 
America expanded trade with China, certain parts of the country 
were hit especially hard.vi Some once-vibrant parts of the nation 
now feel like ghost towns. People’s entire livelihoods were lost.

All of which seems like it should be a deal-breaker. Why stick 
with trade if it victimizes the most vulnerable Americans? 

Well, ready for this to get trickier? Because the one thing that 
may be worse for vulnerable Americans than free trade … is the 
lack of free trade.

Research has found not only that restricting trade drives up 
prices for Americans, but that it drives them up the most for 
the least well-off Americans. In fact, it’s estimated that the 
poorest Americans lose more than five times as much of their 
income to tariffs as the wealthiest ones.vii Now, maybe that’s 
worth it to protect jobs, but … about that.

While it might seem like the effects of 
tariffs only add modestly to the price of 
consumer goods, that’s not always true. The 
government’s efforts to protect American 
sugar producers, for instance, have resulted 
in the price of sugar being almost twice as 
high in the U.S. as it is on world markets in 
most years.

When the U.S. put tariffs on foreign steel and aluminum in 2018  
it was estimated to have created 1,000 jobs for people who produce 
steel … but led to 75,000 fewer jobs in industries that use 
steel.viii After all, if you make the prices of raw materials more 
expensive, that’s gonna mean less business … and fewer workers.

All of which brings us to one conclusion: None of this is simple. 
Whatever we do on trade, there are real costs involved. Which 
leaves us with two questions: (1) Which path does the least 
damage? And (2) what can we do to help the people who get caught 
in the crossfire? Because there are no easy options here.
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https://www.aei.org/wp-content/uploads/2011/11/-sweets-for-the-sweet-the-costly-benefits-of-the-us-sugar-program_153001980761.pdf
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Unless we decide to go full Vermont.

But trust us, you never go full Vermont.
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