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Once upon a time, Promethues, the Greek god of foresight was reflecting on the wretched state of 

human beings on Earth. He realised that humans lacked the knowledge of fire and decided to steal fire 

from the gods and share it with humans. After all, it was fire that made the life of g ods so blissful. A 

powerful force like fire dramatically altered the living condition of humans; however, it also became 

an agent of destruction.1 The advent of free trade in the 21st century is a modern-day reconstruction 

of the ancient Greek myth of the Theft of Fire.  

 

Historically, it is not a coincidence that the most prosperous nations are also champions of free trade. 

In the colonial era, for example, Britain used money and muscle power to forcibly bring down barriers 

to free trade in targeted countries. The integration of vast markets and resource-rich areas into the 

British Empire was at the heart of colonialism. It enabled Britain to leverage comparative advantage 

across its empire and also to expand the market for its goods. Furthermore, countries like Japan which 

were able to resist colonialism, (and went on to become colonial powers themselves) could do so only 

by following a policy of refusing any offer of a free trade treaty. Christened as ‘Sakoku’ by the 

Shogunate, it was successful in discouraging European colonial powers from colonising Japan.2 

 

When international leaders decided to fix the hostility and misery that had been caused by the two 

World Wars and the Great Depression, the Bretton Woods Conference was convened. Much like 

Prometheus, the global political conscience decided to share the benefits of free trade with all those 

deprived of it. Not only colonial powers but also erstwhile colonies, war scourged nations, new nation 

states and indeed, all nations of the world were invited to enjoy a slice of the free trade pie. The trinity 

of the International Monetary Fund, the International Bank for Reconstruction and Development and 

the General Agreement on Trade and Tariffs (later evolved into the World Trade Organisation) built 

on the rubble of the two World Wars and the Great Depression ushered the era of free trade for all.  
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The Theory of Comparative Advantage proposed by David Ricardo is the raison d’etre of international 

trade. Conceived in 1817, this theory is the apogee of the classical school of economics.3 The classical 

school believes that economies work best with minimal or no government interference. As long as the 

government is not involved, free market forces will bring the economy to an equilibrium in a way that 

is profitable to all interested parties. Today, the classical school is just a reminder of a simpler time. 

A lot has changed since 1817. Assertion of personal liberty, democratic thought and autonomy has 

heralded the era of Individualism. Individualism, eponymously, puts individuals at the front and 

centre of all affairs placing a high value on autonomous, self -determined motivation or 

action. 4   Mirroring this development in her sister sciences, economics has graduated from the 

classical school to the neoclassical school. The neoclassical school is built on the success of social 

and political movements which have emerged as champions of the rights of an individual. There is a 

very thin line between minimal government interference and individual autonomy but to the economist, 

it has snowballed into a whole new school of economic thought.  

 

Putting the individual in the forefront, in sync with society and politics, any theory in neoclassical 

economics hinges on three assumptions. They are5: 

1. People have rational preferences among outcomes. 

2. Individuals maximize utility and firms maximize profits.  

3. People act independently on the basis of full and relevant information.  

 

However, when any neoclassical theory in economics is actually applied to facts, results thus 

obtained are distorted and inaccurate. In fact, the subprime crisis has been blamed on the 

failure of neoclassical economics.6 Does that mean that the neoclassical school is wrong? The 

answer is a resounding ‘No’. While popular movements have succeeded in achieving 

individual rights in the social and political sphere, a great disservice is being done to 

individuals in the economic sphere where the success of these movements hasn’t fully 
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penetrated. In a closed economy, there are gatekeepers whi ch severely restrict individual 

autonomy and choice in the economic sphere. This has eroded the efficacy of the 

aforementioned assumptions thus: 

 

1. The second assumption talks about maximisation of profit and utility. 

Maximisation is only possible when there is a range, a spectrum of choices 

which are surveyed and the item on the farthest end of the spectrum is the 

maximum that the second assumption expects “people” to choose. If “people” 

do not have access to all the options that need to be evaluated and sor ted, 

how will they maximise profits? This misrepresentation falsifies the 

assumption as the true maxima are never reached by consumers and 

producers.  

2. The third assumption refers to “full and relevant information” as being the 

basis of choices made. This, too, is a wrong assumption as consumers and 

producers do not in fact have full information because there are “forbidden” 

options outside national boundaries which are inaccessible due to 

protectionist measures. Further, demand specifications may be met mor e 

fully and accurately by options available to people outside the domestic 

market but in a closed economy, such options are inaccessible as they are 

foreign. 

 

Failure in policy-making and economic governance is bound to happen when we don’t adhere 

to assumptions we make. Free trade needs to be given a chance. But, due to the democratic 

nature of the civilised world and indeed of free trade itself, protectionists are heard and their 

concerns addressed by the selective adoption of free trade by countries.  

  

The protectionist movement is born out of many concerns. These concerns are often dictated by the 

stage of development a country is at. Firstly, for a developing economy, it is essential to protect and 

nurture nascent industries before they can face the wrath of international competition. Employment 

of domestic labour in domestic industries is another advantage of protectionism. It is indeed unfair 

for nascent industries to be thrust into a competitive market but it also deprives them of foreign 

technology, raw material, human resource, and most importantly, the diverse market of goods that can 

be accessed only in a free trade situation.  

 

To fully unleash the potential of free trade and to maximise gains from trade, we need to unlearn the 

concept of an industry as a monolith where all operations exist at one location and also understand 

that trade operations go beyond just buying and selling. Today, terms of incorporation, tax structure, 

logistics, environmental concerns, and mercantile laws are all metrics of comparative advantage. They 

play a crucial role in deciding business strategy for profit maximisation. Entrepreneurs seek to reap 



comparative advantage across all these factors and that decides how far a firm’s net of operations is 

cast, globally. A bigger firm would employ more people, generate more revenue and positively affect 

more lives than a localised, compact firm that has to settle for domestic terms of trade. Needless to 

mention, the firm’s efficiency as well as revenue suffer due to the myopic outlook of a closed economy. 

Moreover, utilisation of financial tools to mobilise capital is possible only when firms can access 

investors and tap surplus capital that may not exist in their local jurisdiction. Another potent tool that 

cushions a firm against risk and uncertainty is hedging exercises undertaken by financial institutions. 

Hedging is only possible when contrasts between risk perceptions can be capitalised on. The converse 

of this is grim. If firms are unable to raise capital to expand operations and generate revenue, there 

wouldn’t be enough money in an economy to thrive. Bad debts, illiquid markets and low demand 

would smother economic activity and burden social security systems as more people find themselves 

unemployed. Risk exposure due to concentration of business activities in one localised area has the 

potential of destabilising economies completely. A closed economy and its attendant dangers are too 

costly when entities in countries with open borders are prospering due to the wide web of  operations 

they conduct across the globe. It is this deprivation that will lead to polarisation of wealth and the 

colloquial ‘North-South divide’. 

 

Further, each node of such a complex business structure is an economic opportunity in itself. Firms 

offering ancillary services carve a niche for themselves generating both revenue and employment. An 

example of such an ancillary activity is law firms that offer legal services that are required in the 

execution of contracts. The tax that accrues from these niche areas of economic activity fills the 

government’s coffers which form the backbone of a robust social security system and social goods 

infrastructure for those who may still need it. It is true that nascent industries cannot be thrust into 

the international trade arena to compete because they will not be able to keep their head above the 

water. But, if some nations afford to their citizens unfettered foreign market access while oth ers do 

not, then the mere conception of nascent businesses or “start-ups” is unlikely. The deprivation faced 

by those in closed economies coupled with the abundance of opportunities and resources at the 

disposal of firms in free market economies is a formidable force. It will completely offset any 

protection a firm may receive in a protectionist regime. The benefits of free trade spill out to the social 

and political landscape too. 

 

The age-old adage, “if goods don’t cross borders, armies will”7 alludes to the strongly pacifying 

nature of free trade. Reliance on each other for the mutual satisfaction of wants would make any 

disruption in such relationship undesirable. Further, such a disruption will set in motion a domino 

effect replicating the disruption across interconnected economies. This serves as a strong incentive 
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globally to ensure that countries are politically stable and peaceful. Another pillar of the same 

pacifying effect is the use of trade sanctions as a proxy of actual war. Differences and disp utes are 

bound to happen given the diversity of people and ideologies in the global community, one way of 

minimising the humanitarian crisis that results from aggression and war is the use of trade sanctions. 

While such isolation of countries is deplorable, it is clearly the lesser of the two evils when hostilities 

reach a fever pitch. 

 

Protectionists also put forth an argument which is very relevant yet totally unrelated to economics. 

They contend that indigenous culture and identity is homogenised, at best and completely vanquished, 

at worst when free trade is the order of the day.8 They base this argument on Say’s law that supply 

creates its own demand. As we open our borders to economic goods, cultural goods such as foreign 

literature, movies, attire, and food also flood our markets. Supply indeed creates its own demand as 

people try out offerings from different cultures. Herein lies the fear of loss of cultural identity. There 

is an apprehension that one’s own culture and traditions will take a hit as newer ones will be emulated 

and internalised. What is often forgotten is that free trade is a two-way street, every country can export 

its own culture just as it can import that of others. Further, it can also reinstate one’s faith in their own 

culture if it is being seen as admired and adopted in foreign countries.  

 

Techniques and practices exclusive to some cultures can get validated. For example, practitioners of 

traditional Chinese medicine are regarded with suspicion. They are dismissed as “quacks” or 

“sorcerers”. However, Chinese medicine claims to cure diseases which are declared incurable by 

allopathy. If a demand for Chinese medicine, in spite of the suspicion surrounding it rises, 

governments will be forced to check the efficacy of the same in order  to ban it, if harmful and allow 

it, if effective. This will help in scientific validation and standardisation of indigenous Chinese 

medicine, help those suffering worldwide and give practitioners of Chinese medicine a stamp of 

validation.  A fusion of material culture can also happen. Take the case of “Kajal”, an Indian 

cosmetic used to line the eyes.9 In India, soot obtained from burning an almond is used to line the 

eyes.10 Sensing a demand for the same, the Kajal is now sold in a nifty pencil format by makeup 
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companies such as the French makeup conglomerate Yves Saint Laurent.11 This has eliminated the 

need to resort to a crude and potentially dangerous procedure to obtain Kajal. Free trade can make the 

world a beautiful place, quite literally!  

 

Mere awareness of foreign cultures helps in shedding ethnocentrism among conservatives. This can 

be done by the dissemination of foreign movies, media and literature across borders. It fosters 

sympathy and understanding in the global community further strengthening the peace-building 

tendency of free trade. It is pertinent to comment here that the intellectual property right of 

geographical indicators recognises the plurality of cultures. It also puts to rest all concerns about 

dilution of culture and cultural misappropriation while adding to the novelty attached to foreign goods. 

 

As discussed above, protectionist fears can be outweighed by the benefits of free trade. The success 

of free trade depends on the number of countries that adopt it as gains from free trade depend on 

comparative differences. It is thus obvious that those desirous of free trade will urge more nations to 

open up their borders for free trade. Equity, they say, must come with clean hands. Therefore, free 

trade proponents must negotiate in good faith addressing protectionist concerns if they want their 

movement to succeed. The protectionist movement is two pronged. First, protectionism, as the name 

says, seeks to protect domestic interests against invasion from foreign ones. Second, it attempts to 

insulate nascent industries as they lack the bargaining power to compete internationally. A free trade 

model that can accommodate both the aforementioned concerns is likely to succeed.  

 

The first step towards this accommodative free trade model is expansion of the list of commodities 

that can be exchanged across borders. Data and intellectual property have already been added to this 

list which traditionally only included goods and services. If concerns that come under the umbrella of 

protectionism are listed as a tradeable commodity, protectionism can have the best of both worlds. 

For example, country A has a thriving cottage industry. There is a demand for goods produced by 

potters, weavers and glassblowers in the domestic market of country A. Goods produced cheaply en 

masse in factories of country B are perfect substitutes of the goods produced by the cottage industry 

of country A. Free trade shall allow the cheap substitutes from country B to flood the markets of 

country A. This would kill the cottage industry in country A as the demand for goods produced by 

potters, weavers and glassblowers is being satisfied by imports from country B. Potters, weavers and 

glassblowers of country A would lose their jobs and become a burden for the state to carry. Before 

any of this actually transpires, the government of country A would have imposed a trade quota on the 

cheap substitutes, granted subsidies on raw material required for the cottage industry and allocated a 

part of the annual state budget to credit as basic income for sustenance to these craftsmen or as other 

allied social security measures. Under the current proposition, ‘Protection of Cottage Industry 
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Craftsmen’ would become an exchangeable commodity. Now, the government can outsource this 

function to any firm in the world, say firm K, which specialises in providing protection to skilled 

workmen with threatened livelihoods. If the cost incurred by country A on subsidies, social security, 

reactionary trade quotas exceeds the cost incurred in ‘buying” such protection from firm K then 

country A has capitalised on the comparative advantage that firm K had in protecting skilled workmen. 

Country A has thus, saved money and can invest it in a commodity it has comparative advantage in. 

This system works within the framework of free trade to address protectionist concerns. It can be 

applied to other categories of “social goods” such as universal immunisation programmes for which 

the contentious compulsory licensing regimes are enforced.  

 

The benefits of free trade start flowing after a firm is operationalised. Prior to that, new firms are 

exposed to international competition which they cannot weather. 12  This is another protectionist 

concern. Fixed capital to establish a firm can be exorbitant. Due to this reason, establishing a factory 

or any other enterprise is the reserve of those already wealthy. If the scale of the industry isn’t large 

enough, firms go under before the return on investment. If a line of credit needs to be raised, it can be 

costly and onerous as lenders want to secure themselves against any risk of bankruptcy which is 

heightened in the case of new business establishments. Individually, these nascent or small -scale firms 

do not wield enough bargaining power. They have to swallow every bitter pill and hope for the best 

when they start out a new business. However, if these small firms pool their bargaining power and 

diversify the risk they are exposed to, then they may be able to compete in a free trade regime.  

 

A conglomerate firm which has a composite profile of economic activities as envisaged above can 

make this possible. A tried and tested format of such conglomerates is that of the Japanese Shosha 

companies. Historically, the Shosha companies were intermediaries in the market between buyers and 

sellers at all stages of product and trade flows from raw material extract ion to distribution to the end-

user. 13  Today, they have evolved into giant composite organisations which have diversified 

horizontally and integrated vertically. They diversify their business operations horizontally to offer a 

suite of goods and services across the board like logistics, finance and other specialised services. Thus, 

they become a one-stop shop for every need of the consumer. They have integrated themselves 

vertically such that they own and operate each successive step in a supply chain allowi ng them to be 

independent and autonomous in their internal functioning and management. Hence, the author 

proposes a Shosha-like model of firms wherein competitors across the industry and ancillary units of 
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an industry come together as one legal entity. Vertical integration would ensure that raw materials 

don’t need to be bought at each successive step of production as such a company would have its own 

captive feeder units. This would make the final product cheaper as the cascading effect of profit 

margins being added at each level of manufacturing is removed. In this way, domestic competition is 

eliminated as constituent business units within the firm are leaning on each other for the economic 

viability of their own individual businesses. They can now devote their energies on being competitive 

internationally. They can also bargain at their own terms as they have the economic clout to do so. 

Their creditworthiness improves as they diversify their risk across businesses. However, unlike in a 

Shosha company where one parent holding company exists for all business units, a co-operative model 

of ownership can be adopted. A co-operative, as defined by the International Cooperative Alliance, is 

an autonomous association of persons united voluntarily to meet their common economic, social, and 

cultural needs and aspirations through a jointly-owned and democratically-controlled enterprise.14 

This would help in preserving individual autonomy of small business owners and also give them the 

freedom to break away from the Shosha superstructure if they feel economically able to do so. 

 

As discussed above, free trade is an economic tool to achieve various social and political ends. By 

corollary, there are many stakeholders involved in free trade. Considerable political capital was 

expended in building the Bretton Woods system. The torch has been passed on to the World Trade 

Organisation which, today, mediates between governments to ensure free trade is equitable and fair. 

At an international level, politicians and diplomats are working very hard to achieve this. But 

governments need to look inward and foster an atmosphere conducive to the success of free trade in 

their home jurisdictions. A new type of legal entity, the Shosha-Cooperative entity, needs to be 

introduced as a type of business association. However, government intervention should not result in 

economic distortions as that will defeat the principles of free trade entirely. In fact, the government 

should systematically pull back from the economic sphere for trade to actually be “free”. Governments 

should also embrace the idea of commodifying its welfare functions and trading it like a commodity. 

This will help in minimising government while maximising governance. Financial institutions are the 

spine of any economy. They should pump capital into areas of economic activity which can boost free 

trade.  

 

Free trade humanises international trade. It ensures that the widest range of individual wants are 

satisfied at a reasonable cost, it is pacifying in the sense that it disincentivises  war, it recognises 

plurality and fosters democracy. Expanding the definition of free trade and adopting new types of 

business association models are rather adventurous propositions but they can ensure the greatest good 

for the greatest number of people. In the absence of a truly international free trade system, regional 
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free trade agreements are gaining currency. The single market of the European Union is an example 

of this; the ASEAN15 Free Trade Area is another. Failing to ensure that free trade is part o f the 

universal global order is a great disservice to the global citizenry done by our leaders. Nothing 

succeeds like success and there is little doubt that free trade shall find a place in the Universal 

Declaration of Human Rights in the future. The Promethean fire shall burn bright. 
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