Free Trade Fallacies, Falsehoods, and
Foolishness: A Deeper Look Ahead to Election
2024

Free trade is often touted as a panacea for economic growth and
prosperity. However, there are a number of fallacies and falsehoods that
surround this issue. These fallacies can lead to foolish policy decisions that
can actually harm the economy.

1. The Fallacy of Comparative Advantage

One of the most common fallacies about free trade is the fallacy of
comparative advantage. This fallacy states that countries should specialize
in producing goods and services that they can produce most efficiently and
then trade with other countries for goods and services that they cannot
produce as efficiently.
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However, this fallacy ignores the fact that trade can also lead to job losses
and other negative economic consequences. For example, if the United
States specializes in producing steel and China specializes in producing
textiles, then U.S. steelworkers will lose their jobs to Chinese workers. This
can lead to a decline in the U.S. economy and a rise in unemployment.

2. The Fallacy of the Level Playing Field

Another common fallacy about free trade is the fallacy of the level playing
field. This fallacy states that all countries should be treated equally under
the rules of free trade.

However, this fallacy ignores the fact that some countries have a natural
advantage over others in certain industries. For example, China has a
natural advantage in the production of textiles because of its large labor
force and low wages. This gives China an unfair advantage over other
countries in the textile industry.

3. The Fallacy of the Invisible Hand

The fallacy of the invisible hand is the belief that the free market will always
lead to the best possible outcome for society. This fallacy states that the
government should not intervene in the economy, even if there are negative
consequences.

However, this fallacy ignores the fact that the free market can sometimes
lead to market failures. Market failures occur when the market does not
produce the socially optimal outcome. For example, the free market can
lead to monopolies, which can result in higher prices and lower quality
goods and services.



4. The Fallacy of the Global Economy

The fallacy of the global economy is the belief that the world is now a
single, interconnected economy. This fallacy states that all countries are
equally affected by economic events in other countries.

However, this fallacy ignores the fact that there are still significant
differences between countries in terms of economic development. For
example, the United States is a developed country, while China is a
developing country. This difference in economic development means that
the same economic event can have very different effects on the two
countries.

5. The Fallacy of the Trade Deficit

The fallacy of the trade deficit is the belief that a trade deficit is always a
bad thing. This fallacy states that a country should always try to export
more goods and services than it imports.

However, this fallacy ignores the fact that a trade deficit can actually be a
sign of a healthy economy. A trade deficit means that a country is importing
more goods and services than it exports. This can be a sign that the
country's economy is growing and that consumers are spending more
money.

6. The Fallacy of the Job Killer

The fallacy of the job killer is the belief that free trade always leads to job
losses. This fallacy states that countries should protect their domestic
industries from foreign competition, even if it means higher prices for
consumers.



However, this fallacy ignores the fact that free trade can also lead to job
creation. For example, free trade can lead to new markets for U.S. goods
and services. This can lead to increased production and job creation in the
United States.

7. The Fallacy of the National Security Threat

The fallacy of the national security threat is the belief that free trade poses
a threat to national security. This fallacy states that countries should protect
their domestic industries from foreign competition, even if it means higher
prices for consumers.

However, this fallacy ignores the fact that free trade can actually strengthen
national security. For example, free trade can lead to closer economic ties
between countries. This can make it less likely that countries will go to war
with each other.

The fallacies about free trade are often used to justify foolish policy
decisions that can actually harm the economy. It is important to be aware of
these fallacies so that you can make informed decisions about trade policy.

Additional Resources
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