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Major Themes

• The three R’s – revenue, 
restriction, reciprocity

• Trade policy – always a divisive 
political issue

• Yet trade policy also shows 
continuity (status quo bias)



The three “R’s” of trade policy

1. Revenue

2. Restriction

3. Reciprocity



Three eras of U.S. trade policy

Period Objective Voting Party Region

1790-1860 Revenue Tariff schedule Democrats South

1861-1933 Restriction Tariff schedule Republicans North

1934-1993 Reciprocity Negotiating authority &
trade agreements

Democrats Mixed



Revenue, restriction, and reciprocity!



Average tariff on imports
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House of Representatives votes on the 1828 Tariff (a) and 1929 Smoot-Hawley Act (b)

Map courtesy Citrin GIS/Applied Spatial Analysis Lab, Dartmouth College

(a) (b)

Stable political geography



Transitions

• Civil War

• Shifts political power to Republicans in North
• Introduction of high protective tariffs
• Shift from revenue to restriction

• Great Depression

• Shifts political power to Democrats (South)
• Delegation of negotiating authority from Congress to president 
• Shift from restriction to reciprocity
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Partisan switch
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Republicans – protection & reciprocity



Mr. Protection & Mr. Reciprocity
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RTAA

• Delegated negotiating power to 
the president

• Changed US political economy of 
trade







4/10/1986



July 1945, from Genesis of the GATT





Palais des Nations
April-October 1947





ITO 1948 Havana Charter

• 106 articles
• Employment
• Economic development
• Restrictive business practices
• Commodity agreements
• Foreign investment



“The conference opened with a chorus of 
denunciation in which the representatives of 
thirty under-developed nations presented 
variations on a single theme: the Geneva 
draft was one-sided; it served the interests 
of the great industrial powers; it held out no 
hope for the development of backward 
states. Some eight hundred amendments 
were presented, among them as many as 
two hundred that would have destroyed the 
very foundations of the enterprise. Almost 
every specific commitment in the document 
was challenged.”
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The Multilateral moment - 2001-2017

• GATT System (1947-1994)

• Largely US-EEC-Japan
• Limited to tariffs
• GATT a la carte 
• Diplomatic settlement

• WTO System (1995-present)

• Global reach
• Tariffs & more
• Single undertaking
• Dispute settlement



1. Too many countries

2. US-EU leadership less meaningful

3. Regulatory issues

4. Waning interest of multinationals

5. Regionals as substitutes for 

multilaterals



WTO Trilemma

• Consensus

• Uniform rules

• Strict enforcement

Consensus

Strict 
enforcement

Uniform 
Rules





Anti-US discrimination as motivating force 

• Small accession rounds in 1950s
• OTC fails to launch in 1955-56

• Formation of EEC in 1958 sparks Kennedy Round (1964-67)
• NTBs, EEC expansion sparks Tokyo Round (1974-79)
• Agriculture, services spark Uruguay Round (1986-93)

• What sparked Doha Round?



How different is the Trump administration?

• “Trade is Bad” / “Tariff Man” / “Trade Wars good & easy to win”

• Likes tariffs for revenue, restriction, and reciprocity

• Imposes tariffs at peak of the business cycle

• Doesn’t like rules, wants to mandate outcomes









Revenue, restriction, and reciprocity!

















Trump’s trade legacy

• No Big Deal

• Steel tariffs
• NAFTA → USMCA
• Trade deficit worries

• Big Deal

• “Trade is Bad” rhetoric
• WTO, allies (EU, NAFTA)
• Trans-Pacific Partnership (TPP)

• CHINA



Average tariff on imports



Imports as share of GDP

0

0.5

1

1.5

2

2.5

3

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

pe
rc

en
t o

f G
DP

Japan

Mexico

China





Ronald Reagan 1988

• “Part of the difficulty in accepting the good 
news about trade is in our words. We too 
often talk about trade while using the 
vocabulary of war. In war, for one side to 
win, the other must lose. But commerce is 
not warfare. Trade is an economic alliance 
that benefits both countries. There are no 
losers, only winners. And trade helps 
strengthen the free world.”


