
The stranger 
 

Excerpted with permission from Evans, A.J., 2020, Economics: A Complete Guide for 
Business, London Publishing Partnership, pp. 329-330 

 

One day a stranger arrives in a town.1 Amidst much fanfare he declares that he has 
made a discovery – a remarkable discovery – and that he can make televisions, and mobile 
phones, and refrigerators, and cars and all sorts of other goods much more cheaply than 
existing companies. People are dubious, but watch as he buys up a large plot of remote, 
coastal land and erects a gigantic factory. He hires 5000 people, who all sign a contract to 
promise never to reveal his secret, and none of them do. Each day, they go through the gates 
in silence, and each day they go home again. Interested bystanders watch them, and try to talk 
to them, but nothing.  

It isn’t only people who turn up each morning, as trucks full of grain and coal also 
arrive. Then, one day, the mysterious entrepreneur announces that they’re ready. And with 
that, truckloads of televisions, mobile phones, refrigerators, cars and all sorts of other goods 
start rolling out of the factory and into shops all over the country. People can’t get enough – 
the products are better quality and cheaper than what they are used to, and everyone wants to 
know his secret. What sort of machine is capable of producing such a large amount of 
valuable items, for such little raw materials? He is hailed as a hero, a modern Edison or Bell. 
His employees are well paid and content. His customers delighted. Investors rush to invest. 
Politicians court and praise him. But not everyone is happy: his competitors are livid, and go 
to extreme lengths to learn how he does it. They call him a ‘monopolist’, and lobby 
government to intervene. ‘His technology is ruining us!’ they claim. But their cries are 
exposed as the hollow whimper of special interests, unable to keep up with technological 
progress.  

Then, a little while later, a journalist manages to get a job in the factory. He brings in 
a secret camera, and sees something incredible. There are no machines! There is no factory! 
The property simply leads down to the seafront and a large dock. The grain and coal are being 
loaded up onto container ships that take them overseas. And from the other direction more 
boats arrive with televisions, mobile phones, refrigerators and cars. The entrepreneur doesn’t 
produce anything at all. His discovery is trade. 

The journalist exposes the secret and there is a public outcry. Politicians lament 
foreign competition, and announce public spending to boost domestic manufacturing industry. 
Consumer groups boycott the products because of cheap foreign labour. The factory closes. 
The workers lose their jobs. Domestic prices go up. Quality goes down. And the entrepreneur 
is reviled.2    

                                                
1 This story is a retelling of an allegory that I believe was first made by James Ingram in Ingram, J. (1970) International 
Economic Problems, John Wiley & Sons, but the version here is based on one written by Robert Schenk, and is available 
online [http://ingrimayne.saintjoe.edu/econ/International/InternTrade.html, accessed 16 September 2013]. 
2 As similar allegory is known as the “Iowa Car Crop”, and can be found in Landsburg, S., The Armchair Economist. He 
says, “there are two technologies for producing automobiles in American. One is to manufacture them in Detroit, and the 
other is to grow them in Iowa”. How do you “grow” a car? Iowan farmers plant seeds, harvest the wheat, and exchange it for 
cars from Japan. As Landsburg says, “A tax or ban on “imported” automobiles is a tax or ban on Iowa-grown automobiles. If 
you protect Detroit carmakers from competition, then you must damage Iowa farmers, because Iowa farmers are the 
competition”. Moreover “protection for Detroit does more than just transfer income from farmers to auto workers. It also 
raises the total cost of providing Americans with a given number of automobiles.” In other words, (i) you can only protect 
one domestic industry by damaging another domestic industry; and (ii) any protection creates a net welfare loss.  


