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                                              FREE TRADE

A.
Introduction

1. I feel a bit of a fraud giving this kind of talk amongst so many lifelong disciples of libertarianism.  I have been a libertarian for half my life but was in relative hibernation for the middle half of that.

2. Furthermore David Mac here left me gasping on my only previous visit here with his mastery of the life of J S Mill.  I didn’t do history after the age of 14, although I did learn a few years ago about Mill’s celebrated (then) debate with Carlyle over slavery and I wrote an article about slavery in Economic Affairs as a consequence.

3. In this learned group I decided it would be best to do two things:

Firstly give a short talk and have a long discussion.

Secondly give a couple of thoughts on the consequences of free trade in an area where I do have some professional competence as an actuary.  (Most other actuaries would agree whole-heartedly about my competence but not necessarily with free trade!)

B
The Article

4. Firstly though, I should briefly cover the article on the Mises website that resulted in this invitation.  My reason for writing the article, as given in it, was absolutely true.  I had been discussing at a dinner party my second ever vote (the first being for HW in 1964) and my second had just been cast for UKIP on the grounds that the EU no longer believed in free trade, if it ever had.  I was challenged to deny (i) that the EC had been a force for peace and (ii) that global free trade would be a sell-out to monopoly capitalists.

5. Fortunately, I had just written a two part article on the nonsense of a Right-Left political spectrum, starting with the fact that it originally represented authority (R) versus freedom (L) the latter including free enterprise.  I’d carried out a good deal of historical research for this, part of which concerned the free trade movement and its very clear connection with peace.  BUT NEVER GIVEN THE CREDIT.  (Just like J.S. Mill was clearly connected with the evangelical christians over slavery but is never given the credit.)  At the extreme, international borders become incidental to their citizens.

As evidence, I cited the century of peace which ended in 1914 and argued that the EU record had a long way to go.  And its short history suggests that it is not a force for peace when considered on a global basis; indeed it has promoted or condoned several physical conflicts – and been powerless to stop some of its members doing the same, as we have recently witnessed.

6. NONE OF US KNOWS AT FIRST HAND WHAT IT WAS LIKE IN the first decade of the twentieth century.  DO YOU KNOW WHO WROTE THIS? [Appended].

7. I have yet to find anything else Keynes said that makes any sense, whether it be a diatribe on savings or liquidity traps or capitalism and its consequences for unemployment.  His true aim, prestige and power, is perhaps best expressed by his 

preface to the German Edition of his flawed General Theory – which reads as follows:

“The theory of output as a whole, which is what this book purports to provide, is much more easily adapted to the conditions of a totalitarian state, than is a theory of the production and distribution of a given output, produced under conditions of free competition and a large measure of laissez-faire”.

8. And his perhaps most famous remark about gold being a barbarous relic was made at the height of Germany’s hyperinflation, despite the fact that his original remark on these line in 1913 was that gold was “a relic of a time when governments were less trustworthy than they are now”.  Did he retract that in 1923?  No, he was on the path to power.

9. Which leads me to regret that my article on Europe & Free Trade did not refer to the role played by a common world currency, gold, in facilitating trade.

C.
Global Capitalism

10. The article took issue not only with the EU promotes peace argument (to which I’ll return shortly) but also with the other dinner party criticism about global monopoly capitalism – an incoherent argument which I don’t propose to pursue here unless it is raised by others.

D.
Warfare/Welfare
11. Returning to the links between free markets and peace however, their opposites have similar links.  Their opposites are the Warfare State and the Welfare State (called the Farewell State as long ago as 1975 by someone in our Birmingham group).  I owe those remarks firmly on Warfare & Welfare to Mises who pointed out that National Socialism as its name implied, is a branch of Socialism, and that International Socialism was impossible.

12. “National Socialism” neatly encapsulates the links between War and Welfare.  Any State shunning trade needs to conquer others to even aspire to some of the benefits of the international division of capital and labour.  But in turn, to wage total war it needs to have a level of acquiescence from its citizens – what better than depending on the Welfare State?  Mises argued that the Welfare State was the difference between contained skirmishes and total war.

E.
Further “Professional” Issues  

13. There are two applications (at least) of the theory of free trade to my own profession, that of an actuary, which is heavily involved in the red-hot topic of pensions and ageing populations.  The first relates to the so-called “support ratio” and the second to population migration.  Unfortunately, as I have said, very few actuaries have anything to say on these issues except that most believe the nonsense of the support ratio.

F.
The Support Ratio

14. The “support ratio” is essentially the ratio of the working population to the non-working population – a ratio which is used (nationally not internationally) on the basis that the retired population is “supported” by workers.  The argument goes that the fewer the workers, the harder it is for them to support the retired.  This ratio is almost meaningless.

15. Firstly, to the extent that the retired own, via their prior savings, productive capital (whether in formal pension schemes or not) then they are no more supported than supporting.  Capital and labour are mixed to mutual advantage.  If one argues that the mighty muscles of the young can break the rules, then the elderly can transfer their capital overseas where labour will be only too pleased to strike a deal to operate it.  (In the world as a whole, the shortage is of capital not labour).  Only direct consumer-facing industries like retail and healthcare need be in the same country.  In other words, under free trade, any ageing population problems become a world issue not a national one.  The scope for cooperation via free trade between young and old has barely been touched.

16. My second point concerns immigration and emigration.  I have always upheld the original inscription on the Statue of Liberty:

Give me your tired, your poor

Your huddled masses yearning to be free

The wretched refuse of your teeming shore

Send them, the homeless, tempest-tossed, to me
A few weeks ago, I heard a lecture from a famous academic demographer, a learned and mild mannered man, who set out several cogent arguments against immigration (which despite his mildness demonstrated some clear preference or even prejudice on his part).  He included some arguments about the fiscal effects, again from learned papers.  Yet he didn’t mention one which I could have given him on a plate, which related to the dilution of capital stock caused by an immigrant bringing no assets.  Labour without capital has to be jolly good labour which makes capital really sweat if it is to overcome the dilution of capital per head which much  immigration brings.  After all, capital is probably the major reason for the high living standards we enjoy in the western world.

This point can be put another way; what would happen if everybody in the world moved to America?  There’s no problem of space (demonstrate).  If all these people had a vote then it’s no different from having a world government.  Now, what would happen if we had a world government, today, elected by universal suffrage as we have here?  You and I would lose 90% of our living standards, that’s what.  Because those billions of Chinese would vote for an egalitarian redistribution of production – and hence capital too.

So can one really say “give me your tired, your poor, your huddled masses, your wretched refuse”, and so on?  More accurately, can a Government say this?  In the relatively recent past I have come to believe that the answer to this question is no.  I’m sure you all have your views on this and my two pennyworth is this:

It all depends on who is saying this and whose property rights we’re talking about.  In practice no government of a rich nation could survive by accepting immense numbers from poor nations – unless it was accompanied by capital. 

I doubt if Government even considers the question of capital – and it seems that demographers don’t either.  Nor do actuaries, despite the fact that capital is their lifeblood.     But the problem wouldn’t arise under private property ownership and rights to that ownership.  There would be no public property so where would the immigrants go?  The libertarian answer for me is therefore that immigration is a matter of private sponsorship or invitation – in which the various pros and cons, including the quantity and quality of labour and capital attached.  According to Mises, under free trade and privately sponsored movements, both capital and labour would move to their most productive areas; the problem of “national” migrations would simply disappear.

                       THAT’S IT FOLKS!
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