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1: Editions of Depression and Protectionism by Forrest Capie
Shortly after the Trump administration said it would slap tariffs on metals from the European Union, Canada and Mexico,
Sen. Ben Sasse, R-Neb., released a tersely worded statement on the looming.

See Article History Protectionism, policy of protecting domestic industries against foreign competition by
means of tariffs , subsidies , import quotas , or other restrictions or handicaps placed on the imports of foreign
competitors. Protectionist policies have been implemented by many countries despite the fact that virtually all
mainstream economists agree that the world economy generally benefits from free trade. Government-levied
tariffs are the chief protectionist measures. They raise the price of imported articles, making them more
expensive and therefore less attractive than domestic products. Protective tariffs have historically been
employed to stimulate industries in countries beset by recession or depression. Protectionism may be helpful
to emergent industries in developing nations. It can also serve as a means of fostering self-sufficiency in
defense industries. Import quotas offer another means of protectionism. These quotas set an absolute limit on
the amount of certain goods that can be imported into a country and tend to be more effective than protective
tariffs, which do not always dissuade consumers who are willing to pay a higher price for an imported good.
Throughout history wars and economic depressions or recessions have led to increases in protectionism, while
peace and prosperity have tended to encourage free trade. The European monarchies favoured protectionist
policies in the 17th and 18th centuries in an attempt to increase trade and build their domestic economies at
the expense of other nations; these policies, now discredited, became known as mercantilism. Great Britain
began to abandon its protective tariffs in the first half of the 19th century after it had achieved industrial
preeminence in Europe. Protectionist policies in Europe were relatively mild in the second half of the 19th
century, although France, Germany , and several other countries were compelled at times to impose customs
duties as a means of sheltering their growing industrial sectors from British competition. By , however,
customs duties were low throughout the Western world, and import quotas were hardly ever used. It was the
damage and dislocation caused by World War I that inspired a continual raising of customs barriers in Europe
in the s. During the Great Depression of the s, record levels of unemployment engendered an epidemic of
protectionist measures. World trade shrank drastically as a result. The United States had a long history as a
protectionist country, with its tariffs reaching their high points in the s and during the Great Depression. Under
the Smoot-Hawley Tariff Act , the average tariff on imported goods was raised by roughly 20 percent.
LC-DIG-npcc The reciprocal trade agreements typically limit protectionist measures instead of eliminating
them entirely, however, and calls for protectionism are still heard when industries in various countries suffer
economic hardship or job losses believed to be aggravated by foreign competition.
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2: The American protectionism bill that made the Great Depression worse
The Great Depression was a breeding ground for protectionism. Output fell, prices declined, and unemployment rose,
pressuring governments to do something to revive their economies, even if that meant limiting imports.

One that keeps resurfacing again and again, no matter how many times it is discredited, is the idea that
protectionism caused the Great Depression. One occasionally even hears that the same protectionism -specifically the Smoot-Hawley tariff of -- was responsible in significant part for World War Two! This is
nonsense dreamed up for propaganda purposes by free traders, and can easily be debunked. The Federal
Reserve had allowed the money supply to balloon excessively during the late s, piling up in the stock market
as a bubble. The Fed then panicked, miscalculated, and let the money supply collapse by a third by , depriving
the economy of the liquidity it needed to breathe. Trade had nothing to do with it. The Smoot-Hawley tariff
was simply too small a policy change to have so large an effect as triggering a Depression. One point three
percent! Our tariffs went up in , , , and without producing global depressions, and the great recessions of and
spread worldwide without needing the help of any tariff increases. If Smoot-Hawley had caused a global trade
disaster, it would necessarily have been by triggering a sharp decline in American imports of goods subject to
the increased tariff. The data say no. In the words of economic historian, former member of the U.
International Trade Commission, and avowed free trader Prof. Eckes, Official data show that higher U. From
to , imports of dutiable and duty-free goods fell almost the same percentage, suggesting that higher tariffs had
little impact on most trading partners The sharpest drop in exports involved commodity-exporting countries,
including some like Brazil, largely unaffected by higher U. World trade did indeed decline, but this was due to
the Depression itself, not higher American tariffs. In light of the facts noted above, it is, in fact, true that just
about every serious economist or economic historian -- as opposed to the ideologues of the editorial pages or
the think tanks -- who has examined this question in detail has come to the same conclusion. This is not a
liberal vs. Had all international trade been eliminated, and had no domestic use for the previously exported
goods been found, world GDP would have fallen by the same amount -- 9 percent. Between and , worldwide
trade volume fell off by one-third to one-half. Depending on how the falloff is measured, this computes to 3 to
5 percent of world GDP, and these losses were partially made up by more expensive domestic goods. Thus,
the damage done could not possibly have exceeded 1 or 2 percent of world GDP -- nowhere near the 17
percent falloff seen during the Great Depression The oft-bandied idea that Smoot-Hawley started a global
trade war of endless cycles of tit-for-tat retaliation is also mythical. According to the official State Department
report on this very question in With the exception of discriminations in France, the extent of discrimination
against American commerce is very slight By far the largest number of countries do not discriminate against
the commerce of the United States in any way. That is to say, foreign nations did indeed raise their tariffs after
the passage of Smoot, but this was a broad-brush response to the Depression itself, aimed at all other foreign
nations without distinction, not a retaliation against the U. The doom-loop of spiraling tit-for-tat retaliation
between trading partners that paralyses free traders with fear today simply did not happen. The myth of
Smoot-Hawley continues to poison U. But hopefully, the present controversy over free trade will eventually
provoke enough public debate that this hoary myth can finally be put to bed forever. What Should Replace It
and Why. Business and Industry Council , a Washington think tank founded in , he was previously an
economist in private practice, mostly serving hedge funds and private equity firms. He may be contacted at
ian.
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3: Is protectionism a big part of the Great Depression, as Ben Sasse said? | PolitiFact
Protectionism was a result of the Depression, not a cause. Rising tariffs didn't even play a large role in the initial trade
contraction; like the spectacular trade contraction in the current crisis, the decline in trade in the early 30s was
overwhelmingly the result of the overall economic implosion.

Protection of technologies, patents, technical and scientific knowledge [12] [13] [14] Prevent foreign investors
from taking control of domestic firms [15] [16] Tariffs: Typically, tariffs or taxes are imposed on imported
goods. Tariff rates usually vary according to the type of goods imported. Import tariffs will increase the cost to
importers, and increase the price of imported goods in the local markets, thus lowering the quantity of goods
imported, to favour local producers. Tariffs may also be imposed on exports, and in an economy with floating
exchange rates , export tariffs have similar effects as import tariffs. However, since export tariffs are often
perceived as "hurting" local industries, while import tariffs are perceived as "helping" local industries, export
tariffs are seldom implemented. To reduce the quantity and therefore increase the market price of imported
goods. The economic effects of an import quota is similar to that of a tariff, except that the tax revenue gain
from a tariff will instead be distributed to those who receive import licenses. Economists often suggest that
import licenses be auctioned to the highest bidder, or that import quotas be replaced by an equivalent tariff.
Countries are sometimes accused of using their various administrative rules e. Supporters of anti-dumping
laws argue that they prevent import of cheaper foreign goods that would cause local firms to close down.
However, in practice, anti-dumping laws are usually used to impose trade tariffs on foreign exporters.
Government subsidies in the form of lump-sum payments or cheap loans are sometimes given to local firms
that cannot compete well against imports. These subsidies are purported to "protect" local jobs, and to help
local firms adjust to the world markets. Export subsidies are often used by governments to increase exports.
Export subsidies have the opposite effect of export tariffs because exporters get payment, which is a
percentage or proportion of the value of exported. Export subsidies increase the amount of trade, and in a
country with floating exchange rates, have effects similar to import subsidies. A government may intervene in
the foreign exchange market to lower the value of its currency by selling its currency in the foreign exchange
market. Doing so will raise the cost of imports and lower the cost of exports, leading to an improvement in its
trade balance. However, such a policy is only effective in the short run, as it will lead to higher inflation in the
country in the long run, which will in turn raise the real cost of exports, and reduce the relative price of
imports. There is an argument for viewing national patent systems as a cloak for protectionist trade policies at
a national level. Two strands of this argument exist: Peter Drahos explains that "States realized that patent
systems could be used to cloak protectionist strategies. There were also reputational advantages for states to be
seen to be sticking to intellectual property systems. One could attend the various revisions of the Paris and
Berne conventions , participate in the cosmopolitan moral dialogue about the need to protect the fruits of
authorial labor and inventive genius Preferential governmental spending, such as the Buy American Act ,
federal legislation which called upon the United States government to prefer US-made products in its
purchases. In the modern trade arena many other initiatives besides tariffs have been called protectionist. For
example, some commentators, such as Jagdish Bhagwati , see developed countries efforts in imposing their
own labor or environmental standards as protectionism. Also, the imposition of restrictive certification
procedures on imports are seen in this light. Further, others point out that free trade agreements often have
protectionist provisions such as intellectual property, copyright , and patent restrictions that benefit large
corporations. These provisions restrict trade in music, movies, pharmaceuticals, software, and other
manufactured items to high cost producers with quotas from low cost producers set to zero. Regional wars also
produce transitory shocks that have little impact on long-run trade policy, while global wars give rise to
extensive government trade restrictions that can be difficult to reverse. A boom would generate enough
revenue for tariffs to fall, and when the bust came pressure would build to raise them again. By the time that
happened, the economy would be recovering, giving the impression that tariff cuts caused the crash and the
reverse generated the recovery. In some industries, they might have sped up development by a few years. But
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American growth during its protectionist period was more to do with its abundant resources and openness to
people and ideas. According to Paul Bairoch, the United States was "the mother country and bastion of
modern protectionism" since the end of the 18th century and until the post-World War II period. The Ottoman
Empire also became increasingly protectionist. Though prices for these foods in Canada exceed global prices,
the farmers and processors have had the security of a stable market to finance their operations. Doubts about
the safety of bovine growth hormone , sometimes used to boost dairy production, led to hearings before the
Senate of Canada , resulting in a ban in Canada. Thus supply management of milk products is consumer
protection of Canadians. In Latin America[ edit ] According to one assessment, tariffs were "far higher" in
Latin America than the rest of the world in the century prior to the Great Depression. Mainstream economists
instead support free trade. According to economist Stephen P. Magee, the benefits of free trade outweigh the
losses by as much as to 1. We have to recognize that erecting trade barriers will help in only a limited set of
circumstances and that trade policies will rarely be the best response to the problems [of globalization]".
However, during the protectionist era of the s and s, GNP growth averaged 2. But correlation is not causation
Protectionists have often pointed to German and American industrialization during this period as evidence in
favour of their position, but economic growth is influenced by many factors other than trade policy, and it is
important to control for these when assessing the links between tariffs and growth. Frankel and David H.
Infant industry argument There is broad consensus among economists that free trade helps workers in
developing countries, even though they are not subject to the stringent health and labour standards of
developed countries. This is because "the growth of manufacturingâ€”and of the myriad other jobs that the
new export sector createsâ€”has a ripple effect throughout the economy" that creates competition among
producers, lifting wages and living conditions. If the protectionist route is followed, newer, more efficient
industries will have less scope to expand, and overall output and economic welfare will suffer. That they
accept low-paying jobs from companies in developed countries shows that their other employment prospects
are worse. A letter reprinted in the May edition of Econ Journal Watch identifies a similar sentiment against
protectionism from 16 British economists at the beginning of the 20th century. Proponents of this theory point
to the constant warfare in the 17th and 18th centuries among European countries whose governments were
predominantly mercantilist and protectionist, the American Revolution , which came about ostensibly due to
British tariffs and taxes, as well as the protective policies preceding both World War I and World War II.
Heads of the G20 meeting in London on 2 April pledged "We will not repeat the historic mistakes of
protectionism of previous eras". Adherence to this pledge is monitored by the Global Trade Alert, [73]
providing up-to-date information and informed commentary to help ensure that the G20 pledge is met by
maintaining confidence in the world trading system, detering beggar-thy-neighbor acts, and preserving the
contribution that exports could play in the future recovery of the world economy. Although they were
reiterating what they had already committed to, last November in Washington , 17 of these 20 countries were
reported by the World Bank as having imposed trade restrictive measures since then. Economists who have
examined the impact of new trade-restrictive measures using detailed bilaterally monthly trade statistics
estimated that new measures taken through late were distorting global merchandise trade by 0.

Page 4

DEPRESSION AND PROTECTIONISM pdf
4: Protectionism Didn't Cause the Great Depression | HuffPost
The debate over free trade is riddled with myth after myth. One that keeps resurfacing again and again, no matter how
many times it is discredited, is the idea that protectionism caused the Great.

Horses and mules had been replaced by motorcars, trucks and tractors. One-sixth to one-quarter of farmland,
previously devoted to feeding horses and mules, was freed up, contributing to a surplus in farm produce.
Although nominal and real wages had increased, they did not keep up with the productivity gains. As a result,
the ability to produce exceeded market demand , a condition that was variously termed overproduction and
underconsumption. Senator Smoot contended that raising the tariff on imports would alleviate the
overproduction problem; however, the US had actually been running a trade account surplus , and although
manufactured goods imports were rising, manufactured exports were rising even faster. Food exports had been
falling and were in trade account deficit; however the value of food imports were a little over half that of
manufactured imports. In his memoirs, Smoot made it abundantly clear: The world is paying for its ruthless
destruction of life and property in the World War and for its failure to adjust purchasing power to productive
capacity during the industrial revolution of the decade following the war. Hoover won, and Republicans
maintained comfortable majorities in the House and the Senate during Hoover then asked Congress for an
increase of tariff rates for agricultural goods and a decrease of rates for industrial goods. The House passed a
version of the act in May , increasing tariffs on agricultural and industrial goods alike. The House bill passed
on a vote of to , with Republicans and 20 Democrats voting in favor of the bill. The Senate bill passed on a
vote of 44 to 42, with 39 Republicans and 5 Democrats voting in favor of the bill. Lamont said he "almost
went down on [his] knees to beg Herbert Hoover to veto the asinine Hawley-Smoot tariff. However, in spite of
his opposition, Hoover yielded to influence from his own party and business leaders and signed the bill.
Canada and other countries raised their own tariffs in retaliation after the bill had become law. Roosevelt
spoke against the act while campaigning for president during Retaliation[ edit ] Threats of retaliation by other
countries began long before the bill was enacted into law in June As it passed the House of Representatives in
May , boycotts broke out and foreign governments moved to increase rates against American products, even
though rates could be increased or decreased by the Senate or by the conference committee. France and Britain
protested and developed new trade partners. Germany developed a system of trade via clearing. The "dutiable
tariff rate" peak of was The "free and dutiable rate" in was Moreover, It had also risen sharply in from After
enactment[ edit ] At first, the tariff seemed to be a success. According to historian Robert Sobel , "Factory
payrolls, construction contracts, and industrial production all increased sharply. When the Creditanstalt of
Austria failed in , the global deficiencies of the Smoot-Hawley Tariff became apparent. Madsen estimated the
effects of increasing tariff and non-tariff trade barriers on worldwide trade during the period â€” Monetarists ,
such as Milton Friedman , who emphasize the central role of the money supply in causing the depression, note
that the Smootâ€”Hawley Act only had a contributory effect on the entire U. This act allowed the President to
negotiate tariff reductions on a bilateral basis, and also treated such a tariff agreement as regular legislation,
requiring a majority, rather than as a treaty requiring a two-thirds vote. This was one of the core components
of the trade negotiating framework that developed after World War II. The tit-for-tat responses of other
countries were understood to have contributed to a sharp reduction of trade in the s. After World War II this
understanding supported a push towards multi-lateral trading agreements that would prevent similar situations
in the future. While the Bretton Woods Agreement of focused on foreign exchange and did not directly
address tariffs, those involved wanted a similar framework for international trade. Adding a multilateral
"most-favored-nation" component to that of reciprocity, the GATT served as a framework for the gradual
reduction of tariffs over the subsequent half century. The American Tariff League Study of compared the free
and dutiable tariff rates of 43 countries. It found that only seven nations had a lower tariff level than the US 5.
The country average was He gave Perot a framed picture of Smoot and Hawley shaking hands after its
passage.
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But the real story of that terrible tariff bill is far from boring. The protagonist is Sen. And throughout his
career, he had something to prove: Decades earlier, Smoot had survived a four-year Senate investigation
questioning his fitness to serve in the U. It was the trial of the era, the Watergate of its day, to many historians.
What was really on trial: Controversial, devout, nativist Smoot was a devout Mormon but also was a devout
protectionist. This was not unusual for the time, an era when protecting domestic industries was the norm.
Smoot-Hawley and the Great Depression. The Mormon church had established sugar beet farming in the
western U. Smoot fought for high tariffs on foreign sugar, often from Cuba, to help the domestic sugar beet
business thrive. The Mormon Church controlled the company in the early 20th century. Reed Smoot tried to
protect American sugar from foreign competition by advocating for high tariffs. Cheap corn syrup eventually
wiped it out. But a few of the abandoned sugar factories still remain. An old beet processing factory still
stands in Spanish Forks, Utah, a small town that hugs the snow-capped Wasatch Mountains, just south of
Provo off Interstate The factory floor where they once sliced the beets and ground them into a pulp is now a
dusty, abandoned space. The light coming in from the window spaces and pigeons flying at the top. But to
think of the power of this place and the industrial might that it represented at the time. When bad economics
happens to good intentions So Smoot, along with his House cohort Hawley, began crafting a tariff bill in
Washington, which made for very good politics and very bad economics. American farmers in were
struggling, but the problem was not foreign competition; it was depressed agriculture prices. Tariffs would not
solve this, yet farmers still wanted relief. But that was considered a new idea. So they came to the tariff as sort
of an indirect way of helping out farmers by stopping imports of farm goods. Congress started holding
hearings on tariffs in , at which point all kinds of lobbyist and industry groups showed up to piggyback on the
farm tariffs. Ball bearings, steel, textiles, shoes, bricks, collapsible tubs, bottle caps, sprinkler tops, you name
it. Even the goldfish industry joined the protectionist exuberance. Our Mormon protagonist wanted to restrict
the import of bawdy books, including D. What are you doing, reading them? Ogden Nash, a noted humorist at
the time, mocked the senator with this poem: A rooty toot toot for Senator Smoot of Ute, And his reverential
occu-poot. Not to be bribed with pelf. He guards our homes with erotic tomes, By reading them all himself. In
fact, 1, economists sent a letter of protest, arguing that protectionism would harm the economy and cause a
trade war. But Congress blew them off, dismissing them as clueless intellectuals. This is a key to why
protectionism is so often a political winner, even today: The masses who stand to pay more for sugar or shoes
or sauerkraut are not in the conversation. Consumers who suffer from protectionism pay a nickel more here, a
nickel more there. Its Fall and Rise in the Twentieth Century. By then, the Great Depression had already
begun. The stock market was in shambles, having crashed in October as the Senate debated its version of the
bill. Smoot-Hawley raised the tariff on a dozen Canadian eggs from 8 cents to 10 cents. This confirmed what
some call the Golden Rule of Protectionism: Tariff unto others as you would have others tariff unto you. We
were in the soup already by And it probably helped deepen the Depression since it shattered world trade. Ill
will among foreign countries. And so it completely flipped. It really did discredit protectionism as a doctrine
in American political life. He thought the bill would be his crowning legacy, but instead voters booted him out
of office the next election cycle. And when his opponents blamed him for worsening the Depression, he took
that very personally and voters of Utah turned him out. He took that very personally and became a shell of his
former self. He was a devout patriot and protectionist to the end. One example of this: He represented the first
district of Oregon, which includes Portland, a city proud of its cultural and commercial independence. It keeps
consumer prices down. The whole point of companies like CCS is to connect with fans around the world,
which only happens in a global economy that stays open. From left to right: So if everyone only bought local
we would never be allowed to sell global. Michael Morrow is founder of Nutcase Helmets. He began with a
crazy prototype: It was a great day. The fans, the reaction to my helmet was huge. Beaver fans cheering,
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Ducks fans booing, of course. And his biggest market was customers in Europe, of all places. But to make the
product affordable, he made them in China, the only feasible option, he said. Become a Marketplace Investor
today â€” in whatever amount is right for you â€” and keep public service journalism strong. Sarah began her
career His stories focus on energy, environment, natural resources and the global economy. Scott served as
Marketplace China bureau chief from and has reported from more than a dozen countries.
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Slide to Protectionism in the Great Depression THE GOLD STANDARD AND THE GREAT DEPRESSION The classical
gold standard that existed from about to

For more information, please see the full notice. Protectionism in the Interwar Period Introduction In the
decade after the end of the First World War, the United States continued to embrace the high tariffs that had
characterized its trade policy since the Civil War. These were enacted, in part, to appease domestic
constituencies, but ultimately they served to hinder international economic cooperation and trade in the late s
and early s. Tarrifs Through the s High tariffs were a means not only of protecting infant industries, but of
generating revenue for the federal government. They were also a mainstay of the Republican Party, which
dominated the Washington political scene after the Civil War. After the Democrats, who supported freer trade,
captured Congress and the White House in the elections of and , the stage was set for a change in tariff policy.
With the Underwood-Simmons Tariff, the United States broke with its tradition of protectionism, enacting
legislation that lowered tariffs and also instituted an income tax. The reversion of Congress to Republican
control during the First World War and the election of Republican Warren Harding to the presidency signaled
an end to the experiment with lower tariffs. To provide protection for American farmers, whose wartime
markets in Europe were disappearing with the recovery of European agricultural production, as well as U. One
unintended consequence of the Fordney-McCumber tariff was that it made it more difficult for European
nations to export to the United States and so earn dollars to service their war debts. The wartime expansion of
non-European agricultural production had led, with the recovery of European producers, to overproduction
during the s. This in turn had led to declining farm prices during the second half of the decade. During the
election campaign, Republican presidential candidate Herbert Hoover pledged to help the beleaguered farmer
by, among other things, raising tariff levels on agricultural products. But once the tariff schedule revision
process got started, it proved impossible to stop. Calls for increased protection flooded in from industrial
sector special interest groups and soon a bill meant to provide relief for farmers became a means to raise tariffs
in all sectors of the economy. When the dust had settled, Congress had produced a piece of legislation, the
Tariff Act of , more commonly known as the Smoot-Hawley tariff, that entrenched the protectionism of the
Fordney-McCumber tariff. Scholars disagree over the extent of protection actually afforded by the
Smoot-Hawley tariff; they also differ over the issue of whether the tariff provoked a wave of foreign
retaliation that plunged the world deeper into the Great Depression. What is certain, however, is that
Smoot-Hawley did nothing to foster cooperation among nations in either the economic or political realm
during a perilous era in international relations. Such policies, which were adopted by many countries during
this time, contributed to a drastic contraction of international trade. Smoot-Hawley marked the end of the line
for high tariffs in 20th century American trade policy. Thereafter, beginning with the Reciprocal Trade
Agreements Act, the United States generally sought trade liberalization through bilateral or multilateral tariff
reductions.
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8: Protectionism is what led to the Great Depression and WWII - The Skeptics Society Forum
The impacts of rising protectionism during the period between and â€” when the impacts of the Great Depression led
economies to turn inwards â€” lasted until at least the s.

9: Smootâ€“Hawley Tariff Act - Wikipedia
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Patriotism and protectionism were "definitely coupled" in American politics in the 19th and early 20th century, And it
probably helped deepen the Depression since it shattered world trade.
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