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as recently interviewed on Fox Business Network about Trump’s policies and the economy, and
the discussion jumped around from issues such as border-adjustable taxation to energy

regulation.

Though the central theme of the discussion was whether Trump had good ideas for American
jobs and business competitiveness.

Given my schizophrenic views on Trump, this meant | was both supportive and critical, and |
hope certain people in the White House paid attention to my comment about there being no need
for the “stick” of protectionism if Trump delivers on the “carrot” of tax cuts and deregulation.

For today, though, | want to elaborate on why protectionism is the wrong approach. | mentioned
in the interview that the long-run outlook for manufacturing employment wasn’t very good, but
that we shouldn’t blame trade. So I decided to find a chart that illustrated this point, which then
gave me the idea of using a Q&A format to share several charts and tables that make very strong
points about trade and protectionism.

Did you know...that manufacturing employment is falling because of productivity growth
rather than trade?

The bad news (at least for certain workers) is that manufacturing employment has fallen. And it
will continue to fall. But as illustrated by this chart from Professor Don Boudreaux,
manufacturing output is at record highs. What’s really happening is that productivity
improvements enable more to be produced while using fewer workers. And this is happening all
over the world.


https://danieljmitchell.wordpress.com/2017/01/17/border-adjustable-destination-based-tax/
https://danieljmitchell.wordpress.com/2012/03/12/a-humorous-look-at-obamas-green-energy-boondoggle/
https://danieljmitchell.wordpress.com/2012/03/12/a-humorous-look-at-obamas-green-energy-boondoggle/
https://danieljmitchell.wordpress.com/2017/01/06/donald-trumps-very-good-and-very-bad-business-policy/
https://danieljmitchell.wordpress.com/2016/03/19/trump-sanders-and-the-snake-oil-economics-of-protectionism/
https://danieljmitchell.wordpress.com/2016/11/19/the-growing-need-for-trumps-proposed-15-percent-corporate-tax-rate/
https://danieljmitchell.wordpress.com/2016/04/21/regulation-nation/
http://cafehayek.com/2017/01/42112.html

US Manufacturing Employment to US Manulacturing Oulput
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Did you know...that there’s a strong relationship between trade openness and national
prosperity?

One of Professor Boudreaux’s students augmented one of his charts to show the link between
pro-trade policies and per-capita economic output.



https://force4good.me/2017/01/28/benefits-to-trade/

Freedom to Trade and GDP Per Capita
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Freedom to Trade Index

Did you know...that you can’t hurt importers without also hurting exporters?

Many of the major multinational firms engage in considerable cross-border trade, meaning that
they are both major importers and major exporters. Here’s a very illuminating chart from the
Peterson Institute of International Economics.

Top 1% of US exporters (2.000 firms) Top 1% of US importers (1,300 firms)

36% 53%
ARE TOP 1% ARE TOP 1%
WPORTERS EXPORTERS
% 96 Y%
90% 0
ARE IMPORTERS ARE EXPORTERS
= Account for 66% of US goods import ® Account for 60% of US goods exports

® Employed 14 million ® Employed 13 million 2007


https://piie.com/blogs/trade-investment-policy-watch/importers-are-exporters-tariffs-would-hurt-our-most-competitive
https://impetusforgood.files.wordpress.com/2017/01/freedom-to-trade.jpg
https://piie.com/sites/default/files/styles/slimmed_natural/public/export-import-jensen2.png

Did you know...that protectionism imposes enormous losses on consumers and therefore is
a net job destroyer?

There has been considerable research on the results of various protectionist policies and the
results shared by Mark Perry of the American Enterprise Institute inevitably show substantial
economic costs, which means that the jobs that are saved (the “seen®) are more than offset by the
jobs that are lost or never created (the “unseen).

Case Studies of Trade Protection in the U.S.

Annual Consumer | Annual Consumer
Consumer Losses Producer Gains
(millions, per year) | (millions, per vear) Isesck pox Jow || Lagses per Jeb Savod
Case Saved (1986 dollars) {2016 dollars)
Manufacturing
Book Manufacturing £500 £305 £100,000 £219.000
Benzenoid Chemicals 52,650 $2.250 S 1,000,000 52,190,000
Glassware £200 $130 £200,000 £438,000
Rubber Footwear 2300 SS90 $30,000 565,700
Ceramic Articles 95 £25 £47,500 £104,025
Ceramie Tiles 116 £62 135,000 205 650
Orange Juice £525 5390 240,000 £525,600
Canned Tuna 591 574 ST8.000 £170,820
Textiles and Apparel £27.000 S22.000 542,000 591,980
Carbon Steel 6,800 £3,800 £750,000 1,642 500
Ball Bearings S45 521 S00,000 S197. 100
Specialty Steel £520 £420 £1.,000,000 82,190,000
Nonrubber Footwear 700 $250 55,000 5120450
Color TVs 5420 5190 S420,000 S919, 500
CB Radios §55 514 $93,000 $203.670
Bolts, Nuts, Large Screws 5110 S60 £555,000 5£1,215450
Prepared Mushrooms £35 513 S117,000 £256.230
Automobiles 55,800 $2.600 105,000 £229.950
Motorcycles 5104 567 £150,000 $328,500
services
Maritime Indusiries £3,000 £2.000 £270,000 £501.300
Agriculiure and Fisheries
Sugar 2930 8550 S60,000 131,400
Dairy Produets £5,500 5,000 220,000 S481. 5300
MhMeat S1,800 £1,600 160,000 350,400
Fish 5560 S200 $21.000 45,990
Mining
Petroleum 56,900 54,800 $160,000 S350,400
Lead and Zinc 567 46 30,000 £6:35,700
564,823 546,957 §235,712 5516208
Total Total Average Average
Seurce: Trade Protection In ihe U.S: 31 Case Siwdies, Instlinie for Infernational Economics, 1986 Carpe Diem £_=|'

Last but not least, did you know....that economists are nearly unanimous in their
recognition that trade barriers undermine prosperity?


https://www.aei.org/publication/yes-protectionism-can-save-some-us-jobs-but-at-what-cost-empirical-evidence-suggests-its-very-very-expensive/
https://www.aei.org/publication/yes-protectionism-can-save-some-us-jobs-but-at-what-cost-empirical-evidence-suggests-its-very-very-expensive/
https://danieljmitchell.wordpress.com/2010/03/31/excellent-video-channeling-bastiat/
https://danieljmitchell.wordpress.com/2016/12/20/creative-destruction-job-losses-technological-change-and-human-progress/

There are plenty of jokes (many well deserved!) about economists, including the stereotype that
economists can’t agree on anything. But there’s near-unanimity in the profession that
protectionism is misguided.

Import Duties

Adding new or higher import duties on products such as air conditioners,
cars, and cookies — to encourage producers to make them in the US —
would be a good idea.
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By the way, if you have protectionist friends, ask them if they have good answer forthese eight
questions. And also direct them to the wise words of Walter Williams.

Daniel J. Mitchell is a senior fellow at the Cato Institute who specializes in fiscal policy,
particularly tax reform, international tax competition, and the economic burden of government
spending. He also serves on the editorial board of the Cayman Financial Review.


https://danieljmitchell.wordpress.com/2016/01/23/are-economists-useless-despicable-and-loathsome-people/
http://www.igmchicago.org/surveys/import-duties
https://danieljmitchell.wordpress.com/2011/09/23/eight-questions-for-protectionists/
https://danieljmitchell.wordpress.com/2011/09/23/eight-questions-for-protectionists/
https://danieljmitchell.wordpress.com/2011/01/01/the-only-fair-trade-is-free-trade/

