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THE INSTITUTIONAL ROOTS OF
AMERICAN TRADE POLICY

Politics, Coalitions, and International Trade

By MICHAEL A. BAILEY, JUDITH GOLDSTEIN, and
BARRY R. WEINGAST

WHILE economists are unanimous in their agreement that free
tr

ade yields significant welfare gains, no consensus exists on the
political conditions that will support such a policy. According to con-
ventional views, even if politicians recognize that society gains from
trade, they are constrained because of an organizational bias in society:
those who lose from increased trade have a greater incentive to orga-
nize than those who benefit from the policy. The outcome is an over-
representation of protectionist interests and constant pressure on
governments to close markets. Although logically consistent, the con-
ventional view suffers from the empirical problem that democracies
have and continue to support free-trade policies. We argue that politi-
cal institutions, by structuring conflict over trade policy, provide an ex-
planation for the divergence between analyses that predict economic
closure and the empirical reality of relatively free trade.
The importance of institutional rules is no more apparent than in the
case of the creation and sustenance of a liberal trade policy in the

United States. For most of the nineteenth century, protectionist inter-

ests successfully pressured Congress to maintain high barriers to trade.
Although the interest of manufacturers in cheap raw materials period-
ically led Congress to enact a “free list” for such products, the interests
of consumers and exporters were largely ignored. This situation
changed dramatically with the passage of the Reciprocal Trade Agree-
ments Act (RTAA) in 1934, which changed the way trade policy was de-

. termined and set the stage for American leadership in efforts to expand

international trade.
Trade liberalization in the United States was neither inevitable nor
irrevocable; the structure of American politics in the middle of the

twenticth century made trade policy still vulnerable to protectionist
impulses that were difficult to contain. Hence, any explanation of

American trade policy must account not only for the passage of the
World Politics 49 (April 1997), 309-38
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RTAA but also for how and why Congress sustained the trade liberaliza-
tion program in the ensuing decades. o .

This essay offers an explanation for the timing, form, and. efficacy o
this institutional innovation. The argument has two parts. First, we ask
what explains the choice of the rules and procedures that characterized
the 1934 foundational legislation. Two rule changes dlstmgms_hcd the
Reciprocal Trade Agreements Act from its‘predcccssors.: (1) it man-
dated reciprocal, not unilateral, tarif.f rcducno.nst and (2). it authox;z;:ld
trade agreements on the basis of a simple majority vote instead of the
supermajority mandated in the Constitution. We argue that thc:;dc
changes in trade rules reflected efforts by the Democratic Parry.to ?m
support for free trade within the party and to insulate trade policy from
a future Republican Congress. o

Second, the essay demonstrates how these two institutional c}}angcs
shifted American policy to a more liberal equlhbnurx}. The real signifi-
cance of the RTAA was not just that it was passed; had it been overturned
a few years later, after all, it would be nothing but a footnotg to Ameri-
can trade hustory. Rather, the RTAA had an impact because it crc.atcd. a
dynamic of political support for free trade. In contrast to perspectives in
which Congress is seen to have abdicated control of trade policy, we
focus on how presidential agreements affchcd congressional prefer-
ences. The president’s “bundling” of international and domestic tariffs

made low tariffs politically durable. The ensuing increases in world
trade made members of Congress more willing to trade off the political

risk of reducing U.S. tariffs for the political benefits of gaining access to
forcign markets. This change in preference cnabled Prcsxdcnt§ to ask
for and receive ever broader authority to negotiate tariff reductions.
We divide this essay into three sections. Section I begins with the
empirical observation of the breakdown of partisan di\(isions on trade
and the emergence of a free-trade coalition, a puzzling occurrence
given the previous decades of trade closure and continued congressional
involvement in trade policy. Section II explains the origins of .thc RTAA
and shows how political factors changed the institutional environment
of trade policy. We offer a model in which members of Congress, the
president, and a generic foreign government interact on trade policy.
Section III examines the dynamic effects of the RTAA and shows how
its institutional structure changed the political cnvironmc.n.t of trade
policy. Not only did the RTAA dramatically increase Fh.c pohnca} du.ra-
bility of low tariffs, but, as we show through an empirical eXamination
of congressional voting in 1953 and 1962, the rise in exports that it

AMERICAN TRADE POLICY
I. BIPARTISAN SUPPORT FOR TRADE PoLicy

One of the anomalies in the history of U.S. politics involves the rela-
tively rapid change in the political salience of trade policy. Where trade
policy was a defining issue of partisan politics in the late nineteenth and
carly twentieth centuries, it all but disappeared from the political arena
by the 1950s. Indicative of the charged political climate of carly tariff
policy-making were policy shifts that followed changes in control of
government. As shown in Table 1, trade policy through 1934 shows
tremendous predictability. In general, when Democrats took office,
they lowered tariffs; when Republicans held office, they did the oppo-
site. This ability to predict policy based on party control disappears in
muidcentury. After World War II the parties look increasingly similar in
their voting behavior. (See F igures 1 and 2.) What explains this change
in congressional preferences?

There is an impressive body of literature suggesting thar change oc-
curred because Congress abdicated its control over trade policy when
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one account, the work associated with tariff legislation had become so

onerous that members of Congress chose to remove themselves from

the process.! While revision of tariff schedules had never been a simple
matter, the process had degenerated into a frenzy of special-interest

TABLE 1
PARTISAN PATTERNS OF MAJOR TARIFF LECISLATION
(1846-1934)

Control of Congress
Year and Presidency Legislation General Effect
1846 Democrat Walker reduced tariffs
1861 Republican Morrill increased tariffs
1890 Republican McKinley increased tariffs
1894 Democrat Wilson-Gorman reduced tariffs
1897 Republican Dingley increased tariffs
1909 Republican Payne-Aldrich reduced tariffs
1913 Democrar Underwood reduced tariffs
1922 Republican Fordney-McCumber increased tariffs
1930 Republican Smoot-Hawley increased tariffs
1934 Democrat RTAA reduced tariffs

' Raymond Bauer, Ithiel de Sola
{Chicago: Aldine-Atherton, 1972)

Trade

Policy: Liberal Structure and

Pool, and Lewis Dexter, American Business and Public Policy, 2d ed.
» 14; Douglas Nelson, *“Domestic Political Preconditions of U.§.

Protectionist Denamice ™ fane o o7
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FIGURE 1

VOTING IN SENATE ON PASSAGE OF MAJOR TRADE
LEGISLATION BY PARTY
(1913-62)

SOURCES: The votes included in the figures are as follows: 1913 Underwood Tariff, 1922 Fordney-
McCumber Tariff, 1930 Smoot-Hawley Tariff, 1934 RTAA, 1937 RTAA Renewal, 1940 RTAA Renewal,
1943 RTAA Renewal, 1945 RTAA Renewal (HR3240), 1951 RTAA Renewal in Senate (HR1612)
(House vote was voice vote), 1953 RTAA Renewal (HRS5495), 1954 RTAA Renewal (HR9474), 1955
RTAA Renewal (HR1), 1958 RTAA Renewal (HR12591), 1962 Trade Expansion Act (HR 11970),
Votes in favor of the Underwood Turiff, the KTAA , all RTAA renewals, and the Trade Expansion Act are
coded as votes for liberalization. Votes against the Fordney-McCumber and Smoot-Hawley Tariff bills
are coded as votes for liberalization. The 1948 vote on RTAA renewal (HR6556) has been omitted, as

it was particularly idiosyncratic. Most Democrats opposed renewal because of the inclusion of protec-
tionist “peril point” provisions. Obviously, their votes were not votes against liberalization,

lobbying and deal making with the Smoot-Hawley Tariff Bill of 1930.
Schattschneider wrote of the “truly Sisyphean labor” to which the leg-
islation condemned Congress—eleven thousand pages of testimony
and briefs collected over forty-three days and five nights of hearings.?
Many therefore viewed the congressional move to delegate authority to
change tariffs as a means of avoiding months of tedious hearings and

negotiations.
Several factors make it difficult to accept that the fundamental mo-

tivation for the RTAA was a desire to reduce workload. First, the easiest
way to reduce workload is to do nothing. Clearly this was not the
choice of Congress.’ Second, there were many other ways to streamline

* E. E Schattschneider, Politics, Pressure and the Tari(f: A Study of Free Private Enterprise in Pressure Pol-
ities as Shown in the 19291930 Revision of the Tariff (Hamden, Conn.: Archon Books, 1935), 29, 36.
" Karen Schnietz, “To Delepate or Not to Delepate: Congressional Institutional Chairee in the Ree-
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FIGURE 2

VOTING IN HOUSE ON PASSAGE OF MAJOR
TRADE LEGISLATION BY PARTY
(1913-62)

SOURCES: See sources for F igure 1,

!
\

the process than by delegating to the president: eX1Sting organizations
could have been used differently, new committees and commissions

could have been created, and rules and formulas could have been estab-

lished. There is no specific reason to choose delegation to the president
over these other possibilities.

: : mple, states that members of Congress
chose to delegate in order to protect themselves from the direct one-

1sidc’c’i4 pressure from producer interests that had Jed them to make bad
aw. '

‘I M. Destler, American Trade Politics, 24 ed. (Washing'ron D.C.: Institute for International Eco-

nomics, 1994), 14, See also Rob Baldwi 1 - )
MIT Prr.ss, ]QRQ: and Rahner T’-..c-‘.’i :‘k.jwm' T}”, !:OIJ.J’lfﬂ/E&‘OH?my OfU J Impor! Paj”v (C“mhnd‘""
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Retired People, the National Rifle Association, farmers, oil producers, |

i
i

and almost all other interests as well. Needless to say, this is not gener- |

ally the case; even on trade, Congress has continued to represent pro-

ducer interests on more than a few occasions.’

Second, problems with the process in 1930 do not prove that Con-
gress was incapable of getting the process back under control. A new
set of congressional leaders with different priorities could have orga-
nized procedures differently so as to achieve a better outcome than that
of 1930. Congress had gone through such reorganizations in 1894,
1909, and 1913; and it did it again in 1934, whep the scnatc sicfcatcd
many amendments seeking exemptions for particular industries, pre-
cisely the type of amendments that had spun the process out of control
in 1930.8 . | .

Third, Schnietz provides strong empirical evidence against the les-
son thesis. If congressional learning did in fact occur between 1930 and
1934, one would expect to see a substantial number of members who
voted for the Smoot-Hawley Tariff coming around to support the
RTAA.” To the contrary, however, voting on 4otk the Smoot-Hawley
Tariff and the RTAA was almost wholly partisan: Republicans favored
the former and opposed the latter, whereas Dcmc?crats opposed the for-
mer and favored the latter. Of 225 representatives and senators who
voted on both bills, only nine voted in 2 manner consistent with the les-

son thesis. The remaining 96 percent voted either alc?ng party lines or
in 2 manner inconsistent with the lesson thesis. The difference between

1930 and 1934 is therefore not that protariff members of Congress
learned from their mistake, but rather that there were too few Republi-

cans in 1934 to oppose the Democrats’ initiative.®? |
As well as disagreeing on why Congress would grant new tariff-
setting powers to the president, analyses d1ffc.r over the actual cffect. of
the RTAA on American policy. One view, consistent with the dcﬁccm.)n
and lesson theses, holds that the RTAA allowed Congress to wash its

¥ See, for examnple, Destler (fn. 4), 71. . .

* Stephan Haggard, “The Institutional Foundations of Hegemony: Explaining the Rccxprosai Trade
Agreements Act of 1934, in G. John lkenberry, David Lake, and Michacl Mastanduno, eds., The Stare
and American Foreign Economic Policy (Ithaca, N.Y.: Cornell University Press, 1988), 113.

7 Schnietz {fn. 3), 129. .

' IS l::lZl, 1r228(-32. )For a third thesis, see Thomas Ferguson, “From Normalcy to Nc:v Deal: Industrial
Structure, Party Competition, and American Public Policy in the (‘Sr.cat Depression,” International Or-
garization 38 (Winter 1984). He argues that the NCV\'I Deal coalition was not one of workcrs,. poor,
and minorities, but onc of capital-intensive industries, investment banks, und internationally oriented
commercial banks. Haggard offers a persuasive critique. First, Fcrgqson writes that this new coalition
congealed “by 19387, it was not clear that it was a powerful force 1n 1934 when the New Deal was
cleartv hostile to canital, pushing policies such as the NIRA. Second, Ferguson studies the preferences of
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hands of tariffs, leaving the president free to pursue rational liberaliza-
tion of U.S. trade policy unburdoned by members of Congress or the
special interests they represented.

This view is overstated. While congressional activity on tariffs de-
clined dramatically after the RTAA, it still remained substantial; Con-

gress continued to play a central role at every step along the path to
trade liberalization. Congress extended the RTAA ten times between
1934 and 1962, debating and often modifying the legislation.? In 1937,
for example, an amendment to limit reductions on agricultural duties
to whatever level would be necessary to equalize production costs ini-
tially passed the Senate and was only defeated on a revote.'® In 1948,
1951, and 1955, Congress added peril-point provisions that tied duties
to the minimum rates riccessary to protect domestic producers against
imports. In 1953 Republicans in Congress agreed to 2 one-year renewal
only when the president promised not to enter into any new trade ne-
gotiations.' While Congress never overturned the RTAA, members
were clearly always ready to make significant changes if they thought
them necessary.

Another view of the effects of the RTAA focuses on new presidential
agenda-setting power on trade matters, Thus, Haggard argues that the
RTAA allowed executive officials to mold “the agenda and policy process
! bureaucratic and above all, international inter-
ests.”? With this power, the executive could ensure that trade policy
was as liberal as politically possible, given congressional preferences on
trade. This argument, however, is not sufficient to explain the long pat-
tern of trade liberalization. Agenda-setting power allows the agenda
setter to choose its most preferred policy from among those policies ac-
ceptable to the institutionally defined electorate. Once a new status quo
policy is established, however, agenda-setting power is useful only in
keeping bills off the floor. As long as preferences remain constant, no
further policy changes are possible; the agenda setter and the floor
median find no policies preferable to this new status quo. Hence, if a
progression of policy change is observed, agenda-setting power is not a

sufficient cause; something else must have enabled the successive
changes,

* For a more complete review of congressional policy, see Judith Goldstein, Ideas,
tcan Trade Policy (Ithaca, N.Y.: Cornell University Press, 1993); Pastor (fn. 4); John Evans, The Kennedy
Round in American Trade Policy (Cambridge: Harvard University Press, 1971
and I:;'ploman (Washington D.C.: Brookings Institution, 1973),

u

' Yung-Chao Chu, *A History of the Hull Trade Program, 1934-1939" (Ph.D. diss., Columbia
Univcrsity. 19573, 311.

"' Bauer, Pool, and Dexter (fn. 1), 33; Pastor (fn, 4), 101.

2y, e

Interests, and Amer-
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What does explain the passage of the RTAA in 1934 if not that Con- |

gress abdicated control or sought to dcﬁeczt political pressure? Qur an-
swer 1s simple: the Democratic lgadershxp wanted lower tariffs 1that
would pass an increasingly skeptical Congress and would be able to
outlive Democratic control of Congress. The institutions they designed
met this goal. In that the Democrats chose to lower tariffs through re-
ciprocal “bundled” agreements with other nations, some dclcgat‘lon. Eo
the president to negotiate these agreements was necessary. The signifi-
cant change, however, was not delegation to the president per ;c.
Rather, the RTAA marks a turning point in American tra.dc history be-
cause first, it moved Congress away from legislating unilateral tanffs,
2nd second, it granted these bilateral agreements the status of treaties

without a two-thirds supermajority.

I1. THE PoLrmicAL ORIGINS OF THE RTAA

ith its passage of RTAA in 1934, Congress ushered in a new era of
:xiite polilzy. T}gxe legislation amended the 1930 Smoot-Hawley Tariff
Act to allow the president to negotiate reciprocal trade agreements with
foreign governments. In exchange for increased access to foreign mar-
kets, the president was authorized to reduce U.S. duties by up to 50
percent.!? No specific duties were established or changed by the act and

o 14
no congressional approval of agreements was required. o
That such legislation was passed in 1934 is somewhat surprising in

light of the fact that there was no groundswell of support for tariff re-
ductions. Although highly critical of Ioover’s tariff pohcy during t}?c
1932 campaign, Roosevelt was no staunch free tr.adcr. While he associ-
ated himself with the Wilsonian international wing of the Democratic
Party, at times he sounded very much like a .protcctionist..ln the 1“932
presidential campaign he announced that his trade doctrine was “not
widely different from that preached by chubhca.n statesmen 'and
politicians” and that he favored “continuous protection for American

L [ ] - ”15
agriculture as well as American industry.

P Reciprocity in trade legislation had a long history before the RTAA. The first explicitly reciprocal
treaty ;ilspwitht};hc Ccrmarg Zollverein in 1844, (It was rejected by the Senate.) Many of the previous.

measures on trade contained provisions for reciprocal agreements, but none was ncarly as broad as the: they shared the belief with Republicans that tariffs were necessary to protect wages, but disagreed with

|
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In addition, many in the Roosevelt administration, including leading
- members of Roosevelt’s brain trust, such as Rexford Tugwell, Raymond
Moley, and Adolf Berle, placed a low priority on trade liberalization.
They considered America’s problems to be domestic in nature, requir-
ing domestic solutions. Many members of the administration were thus
willing to impose higher duties in the interests of insulating the do-
mestic economy from the world economy. Such sentiment manifested
itself in provisions of the National Industrial Recovery Act (NIRA) and
the Agriculture Assistance Act (AAA), which allowed the government
to limit imports if they were deemed to be interfering with the opera-
tion of the programs. !¢
Rank-and-file Democrats also were not united in favor of lower tar-
iffs. The increase in blue-collar and immuigrant labor in the party
proved a counterweight to southern preferences for lower tariffs.!? [ed
by Al Smith, 1928 presidential nominee and 1932 contender for the
nomination, a major wing of the party supported high tariffs. Indica-
tively, during the debate on the Smoot-Hawley Tariff of 1930, most
Democrats tempered their opposition to high tariffs.!8
The Great Depression did little to enhance the appeal of lower tariffs
for these Democrats. During this period, efforts to cut tariffs unilater-
ally were dismissed as politically foolhardy. In 1931 Democratic repre-

sentative and future speaker Henry Rainey of Illinois argued that such
a unilateral reduction of tariffs would trigger “a flood of imports.”?

During the 1932 presidential campaign, Roosevelt's advisers roundly
criticized Hull's proposal of unilateral reductions, and when Roosevelt
was given a draft of a speech calling for a flat 10 percent reduction in
tariffs, Democratic senators Pittman (Nevada) and Walsh (Montana)
warned him that support for such a measure would be politically
dangerous.? Even after the election, reciprocal cuts were so politically
risky that Roosevelt delayed introducing the RTAA to Congress for a

' See Cordell Hull, Memoirs (New York: Macmillan, 1948), 353, Goldstein (fn. 9), 154-58; and
Haggard (fn. 6), 97. The clash between free traders such as Secretary of State Hull and protectionists

-led Moley to comment that “nothing which we have been dealing with has been subject to such wide

differences of opinion”; Goldatein (fn, 9), 142, By 1935 Moley was an outspoken critic of the admin-
istration's trade policy. See Arthur Schatz, “Cordell Hull and the Struggle for the Reciprocal Trade
Agreements Program, 1932-1940" (Ph.D. diss., University of Oregon, 1965), 240.

" While Southern Democrats favored lower tariffs, they were not necessarily free traders. In general

RTAA, See Goldstein (fn. 9), 93; and Sharyn O'Halloran, Politics, Process, and American Trade Policy. Republicans on the extent and leve] of tariffs. See Goldstein (fn. 9), 92.

Ann Arbor: University of Michigan Press, 1994). .
| " Consistent with section 317 of the 1922 Fordney-McCumber Act, concessions granted any one

country would be generalized to all others receiving most-favored-nation status.
¥ Haggard (fn. 6), 106-7.

L gmae s s e A e Nt i eran

'* Frank Fetter, “Congressional Tariff Policy,” American Economic Review 23 (September 1933), 416.

" Henry Tasca, The Reciprocal Trade Policy of the United States (Philadelphia: Univensity of Pennsyl-
vania Press, 1938), 14,

® Goldstein (fn. 9), 142; Schar (fn. 16), 51.
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year, out of fear that controversy over trade would derail high-priority F

items like NIRA.?! |

Thus, the Democratic Party faced two constraints in fashioning a
trade policy. First, its old platform of unilateral tariff reductions had
questionable support, both within and outside the party. Roosevelt’s
promise of tariff reform would need to be fulfilled some other way. Sec-
ond, Democrats wanted to provide some durability for their preferred
policics. As shown in Table 1, Democratic tariffs had lasted only as long
as the Democrats’ tenure in power. Although we now consider 1932 as a
watershed election in American history, it was not perceived as such at
the time. In 1934 the electoral future looked highly uncertain to Dem-
ocrats. The Republicans after all had dominated national elections for
the previous scventy years, and were it not for the depression, they
would probably still have been in office. Given this uncertainty, Demo-
crats were looking for a way to make their tariff policy last beyond their
tenure. House members were facing midterm elections in November
and the president was in the second year of what could be a single four-
year term. Party members had not forgotten their last effort at tariff re-
form, in 1913, when Woodrow Wilson fought long and hard for the
Tanff Act, only to see it scuttled when the Republicans regained office.

The institutional form of the legislation introduced in 1934 should
be understood as serving dual purposes. The key innovation—coupling
liberalization of U.S. tariffs with reductions in foreign tariffs—accom-
plished two tasks. First, the form of tariff reduction served to broaden

the range of tariff cuts acceptable to a majority in Congress. As shown
below, it is easicr to build majority support for reductions (and harder
to form a coalition to negate an agreement) when tariffs are coupled
with changes in access to foreign markets. Second, it provided durabil-

tariffs. Under the RTAA, even small adjustments could unravel many

agreements and harm U.S. export interests, We take up cach of these median in Congress (the
cratic median and the Republican

can majority, the median was among the Republicans with the lowest

ideal rates; during Democratic majorities, it was among the Democrats
with the highest ideal rates,

points in turn.

BUILDING A COALITION IN FAVOR OF FREE TRADE

We begin with a spatial model to show how the RTAA enabled the Dem-
ocrats to ensure domestic political support for lower tariffs. The prefer-

- 0 A g e g ik gt ama "
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High
Forcign Q = Status quo tariff levei, 1934
g Q- = Outcome under unilateral
Tariffs tariif system
Indifference Curve of Median
f/.
| Q- «Q
Foreign 1.
Government
Choice Set for
Congressional
Tariff
Low
] | 1 1
Low : | I T igh

Deimocratic Demaocratic

President Modian !\‘;:‘::n Real::f:n
U.S. Tariffy
FIGURE 3

ACTOR PREFERENCES AND PREDICTED TARIFF UNDER
PRE-RTAA SYSTEM

ranging from low to high. The vertical axis represents the leve] of for-
eign tariffs. Political actors have idea] policies, that is, tariff rates they
prefer over all others. They prefer policies closer to their ideal policy to
those farther away. To simplify matters, we consider the rest of the

world to be one nation that sets the foreign tariff levels. For simplicity,
we also assume Congress is unicameral,

‘The historical record s clear about the location of actors in this
space. First, all American political actors prefer foreign tariffs to be as
lqw as possible.”? Therefore their ideal points line the horizontal axis in
Figure 3. Second, in the late nineteenth and early twentieth centuries

: oh
(Seec Table 1.) The
1s located between the Demo-
median. During periods of Republi-

While presidents shared the partisan inclinations on trade, their na-

ences of political actors in a two-dimensional policy space are shown in tional constituencies and their more djrect concern with international
1

Figure 3. The horizontal axis represents the level of domestic tariffs,

LARIRATAY ZVRYLY h.tul rer ey o} +

1 Of . ,
Of course, the relative we YN ASKIEN (Oreiirn roari s o : -
 the | v ightl members assign foreign tariffs VISS-vis iapaces will vare Ohy o
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diplomacy made them less protectionist than the median member of High D dierence Y —

their parties.” The foreign government 1s assumed to be 2 unitary actor | Curve of Prefecred by Foreign Governmest t Q-

with an ideal point along the vertical axis, preferring U.S. tariffs to be / Government TTTITT) Preformd by oo Medsa o Q-

as low as possible. | Foreign i Froon st Qe ted

We also need an assumption about who controls the agenda in Con-!  Tariffs  F s i

gress. The literature on Congress propounds various views on the ques- o

tion—that com mittce, par ty, or the median controls the ag enda.?* Foreign _1‘::;:::::::f:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::f'f' B T Indifference
Because committee and party leaders took a leading role in the passage ~ Gvemme b A HHHHINN / Curve
of the RTAA, we assume here that the agenda setter is some party leader e i
who is distinct from the floor median. For convenience, we refer to this %
actor as the Democratic or Republican median.? i
To analyze congressional choice on the RTAA, we compare outcomes — : -
i R

with and without the RTAA. We assume that the Democrats control the Repibicn
presidency and Congress, as they did in 1934. First, consider the situa-

: . . . . . U.S. Tariffs
tion without the RTAA. Under the existing tariff system, the Democratic
median proposes unilateral changes in U.S. tariffs that are passed or re- FIGURE 4
jected by the floor median. Because the tariff changes are unilateral, the GAINS FROM RECIPROCITY

Democratic median is constrained to making proposals along a hori-

zental line extending in both directions from the status quo Q. In other

words, the Democratic median treats the foreign tariff level as fixed and drawn the preferred sets of the floor median and the foreign govern-

makes a proposal affecting only U.S. tariff levels.? ment to Q-; all points in the interior of the indifference curves are pre-
The Democratic median will propose a policy that makes it better ferred to Q=. The shaded region at the intersection of the two preferred

off than the current status quo and is preferred by the median to the sets is an area of potential mutual gain; both of those actors and the

current status quo. In this situation, the status quo is the protectionist Democratic median would be better off at any other outcome in the re-

level of the Smoot-Hawley tariff. The Democratic median would max- gion than at Q-. When decision making is unilateral, however, Con-

imizc its utility by proposing Q=, the policy closest to the Democratic  gress cannot move outcomes into this region.

median among those preferred by the floor median to the status quo. ~ Next consider outcomes under the RTAA. First, the president pro-

Figure 3 illustrates the Democratic median’s choice. poses an agreement to the foreign government subject to the minimum
Such an outcome is suboptimal for many actors. There is a range of  tariff provisions enacted by Congress. The foreign government then ac-

policies that would make the Democratic median, the floor median, cepts or rejects the proposal. Even if there is no agreement, Congress

and the foreign government better off than Q~. In Figure 4 we have still has the option of passing tariff legislation. The criterion for the for-

eign government is whether the proposal would leave it better off than

2 For an argument relating constituency size to concern of the representative with particularistic | :
. : ! "
policies, see Barry Weingast, Kenneth Shepsle, and Christopher Johnsen, “The Political Economy of f there were no proposal' From above we know that if there is no

Benefits and Costs: A Neoclassical Approach to Distributive Politics,” Journa/ of Political Economy 89 ~ 28TCCMCNL, Congrcss will pass a unilateral tariff bill and the outcome

(June 1981). will be O— : :
24 See Barry Weingast and William Marshall, “The Industrial Organization of Congress,” Journal cf £ © Q' - The formgn government will therefore accept the Pr Oposa‘l
Political Ecortomy 96 (,Iurzr;3 1988); Gary Cox and Mat{hcw McCubbins, Legislative Leviathan: Party i tIhc Pmposal makes it better off than Q:'
Government in the House (Berkeley: University of California Press, 1991); and Keith Krehbiel, Infor n makine th : : -
mation and Legislative Organization (Ann Arbor: University of Michigan Press, 1991). 4 - 1 g ¢ prqpc?sal, thc. prSIdCﬂt SCCI.(S to bnng the pOhC}f as
 See, for example, Hull (fn. 16), 357; Bauer, Pool, and Dexter (fn. 1). The argument of the papes Ciosc as pOSSIbIC to his ideal point. If the Pr“lant Proposes an agree-
i

holds even if we were to assume the floor median could set the agenda. ment that is I'CjCCth by the forcign government, Congrcss would then

% The level of foreign tariffs at the start of the game is assumed to be the level of tariffs the foreign : .
rrovsrnmpent oot i there pono vereement with the LS Aclong as Congrress sets tarifTs unitaterally, the bc’t tanffs as if thCI‘C wcerc no agrccmcnt and ChOOSC QA— Smcc thc prS“'
. ' v o ~ o .- K : . Coe
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scek larger reductions, if possible. In particular, he would choose the ;

point closest to his ideal point among policies above the congressional
minimum tariff level and preferred to Q= by the foreign government.
Agreement A* in Figure 5 is such a point: of the points above the mini-

mum tariff level and preferred by the foreign government to Q-, it is

the point closest to the president’s ideal policy.

It is essential, then, that the Democratic median choose an appro-
priate minimum tariff level. If the minimum tariff level is too low—
that 1s, if the president is able to choose a policy that makes the median
worse off than the status quo—the floor median will not support the
RTAA. Therefore, the Democratic median will set the minimum tariff
level such that policy chosen by the president is as close as possible to

its ideal point given that the policy is still preferred by the floor median
to the status quo. As in Figure 5, such a minimum tariff level will go

e rw——

through the point of tangency between an indifference curve of the .

Democratic median and the indifference curve of the foreign govern-
ment through Q-. The floor median will prefer the outcome chosen by
the president, A* to Q-

The result is that under the RTAA, the Democratic median maintains
a minimum tariff level of T, the floor median supports the RTAA, and
the president proposes an agreement at A* that is accepted by the for-
eign government. The implication is that the RTAA makes perfect sense
given the preferences of American political actors and an assumption
of strategic behavior. No extra assumptions about congressional laziness
or congressional antipathy toward special interests are necessary. More-
over, 1t 1s not a story of congressional abdication.

This framework can also be used to explain why other means of trade
liberalization were not chosen. First, we can see why congressional
Democrats were not satisfied with letting the president use existing
treaty-making powers. The Constitution requires that a treaty must be
approved by a two-thirds vote in the Senate. Hence, the president
would be constrained to please the member at the sixty-seventh per-
centile of protectionists in order to achieve mutual reduction in tariffs,

|

¥

|

In fact, the inability to garner a two-thirds majority in the Senate had

repeatedly nullified trade treaties negotiated in the nineteenth century.

a simple majority to pass tariff reductions—a clever institutional inno-

- Under the RTAA, by contrast, the process was structured to require only

vation that allowed the Democrats to sidestep the constraints of the ex- |

1sting institutional structure.
A sccond possible alternative to the RTAA was that Congress could
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PREDICTED TARIFF UNDER THE RTAA

However, the sequential nature of tariff making could undermine such
efforts. Consider first the commitment problems in trying to effect mu-
tua] lowering of tariffs. Suppose the status quo is Q_and Democrats
take over Congress and are considering tariff reductions. We know
Congress can pass Q-. Suppose, however, that the Democrats propose
some reduction beyond Q- and argue that this large cut in U.S. tariffs
will be accompanied by a cut in foreign tariffs. It would be difficult for
such a strategy to work. First, the foreign country will be sorely
tempted not to lower tariffs, because it favors low U.S. tariffs and high
foreign tariffs over low U.S. tariffs and low foreign tariffs. To avoid this
outcome, the Democrats would have to commit to raising tariffs if for-
eign tariffs were not lowered. But here, the temptation would be on the
Democrats. Would they be willing to raise tariffs even though they pre-
fer low tariffs? How credible would their threat be> Both the foreign
country and the median in Congress would have good reason to doubt
that the Democrats would carry out their threat.

These commitment problems would be exacerbated by problems as-
soctated with political uncertainty. Even if the Democrats were to lower
tariffs beyond Q- and the foreign country responded in kind, the
Democrats could lose an election and the incoming Republicans could
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from its reduction of tariffs. This possibility could make the foreign

government reluctant to lower tariffs in the first place.

THE RTAA AND PoLITICAL DURABILITY

The second need for congressional Democrats was to provide some po-
litical durability for the tariff cuts. To demonstrate the increase in dura-
bility of trade liberalization under the RTAA, we first model the extreme
volatility of trade policy under the pre-RTAA institutional structure.
Under that regime, changes in trade policy followed the classic Ameri-
can legislative process. Parties originated legislation in Congress. If
Congress passed a tariff bill, it went to the president. If the president

signed the legislation, it became law; if he vetoed it, it went back to Con- -

gress where a two-thirds majority was required to override the veto.

Given this framework, we can determine equilibrium outcomes for |
different states of the world. Because tariffs were set unilaterally by :
each country, choices can be represented in one dimension. Consider a |

period in which there is a Republican majority in Congress, a Republi-
can president, and a status quo tariff rate of Q, as in Figure 3. As long
as the Republicans maintain their majority, Q is stable. While the me-
dian prefers all points between Q_and Q-, defined to be a point
equidistant from the median as Q but on the left side of the median,
the congressional Republicans prefer none of these points.

Now suppose that after an election, the Democrats become the ma-

jority party. The status quo, Q, is no longer an equilibrium, as there are

points that both the Democratic agenda setters and the median prefer
to such a policy. In order for the Democrats to get as close to the Dem-
ocratic median as possible, given that the bill must be approved by the
median, they will introduce and pass the policy Q-. The Democratic
president will prefer Q- to Q and will not veto the legislation. Once at
this point, policy remains stable as long as the Democrats remain in
power. As soon as the Republicans recapture Congress and the presi-
dency, however, the status quo inherited from the Democrats is no
longer an equilibrium. By similar reasoning as above, the Republicans

would pass Q.?

7 'The situation is more complicated if there is divided government. These results are deemphasized,

since major tariff legislation occurred under unified rule. The equilibria are casily established, however.
If the status quo is Q- and an clection puts a Republican president and Democratic Congress in power,
the Democrats will propose nothing and the status quo will remain Q~. However, if the status quo is
Q- and a Democratic president and Republican Congress win, the Republicans will propose un in-
creane in rates. Because un increane to Qs would be vetoed by the Democratic president, the Republi-
cans will only propose an increase to the maximum point in the preferred set over Q- held by the veto
player to the left of the median. The veto player to the left of the median is the member the Republi-
el o f
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According to this logic, tariff shifts should occur when a new party
Fobtains control of government. In fact, this is what occurred. In 1860,
1897, and 1920 the Republicans gained unified control of government
 after periods of unified Democratic control. Every time, they raised tar-
iffs. In 1845, 1892, 1912, and 1930 the Democrats gained unified con-
' trol of government after periods of unified Republican control. Every
‘time, they lowered tariffs.

The dynamics of trade policy under the RTAA provide a stark con-
trast. To demonstrate the implications of the RTAA for the durability of
low tariffs, we analyze two situations, one in which preferences are con-
stant and one in which preferences change. First, we assume that the

‘1deal point of the floor median remains constant, even as parties

' change. This is plausible if, say, moderate Democrats are replaced by
' moderate Republicans. We have already seen that the status quo after
. the passage of the RTAA 1s A™.

What happens after an election? If Democrats retain the presidency
and Congress, there is no change: the minimum tariff level prevents the
president from negotiating further tariff reductions, and congressional
agenda setters desire no change.?® If the Republicans win control of
both the presidency and Congress, change will be possible only if the
median prefers the unilateral tariff of the foreign country to A*.?’ How-
ever, since the RTAA moved the median to an outcome preferred over Q_
(and Q-), this will not be the case and no change will be possible.

Of course, members of Congress are likely to change their prefer-
ences after an election. We therefore consider the kind of changes in
preferences that would be necessary to allow Congress to overturn the
RTAA and resume unilateral tariff making. The president’s preferences

lishes the remaining possibilities. On divided government and tariff policy, see Susanne Lohmann and
Sharyn O'Halloran, “Divided Government and U.S. Trade Policy: Theory and Evidence,” Interna-
tional Organization 48 (Autumn 1994).

* We concentrate on the implications of unified government, as most tariff changes occurred under
unified government. The cffects of divided government can be determined in this framework, how-
ever. There is also no change if the Democrats retain control of Congress but a Republican wins the
presidency. The foreign government would not negotiate 2 U.S. tariff increase, as the president might
wish, because it prefers the status quo to such an agreement. Congressional agenda setters would also
desire no change. 1f Republicans win Congress and Democrats retain the presidency, there is also no
change, as the president can veto any efforts by Republicans to incresse taniffs and not be overturned.
A sufficient condition for this is that D is equal to, or to the right of, the thirty-third percentile mem-
ber. In 1934 this was an accurate depiction of the situation. Democrats controlled about two-thirds of
the seats in Congress. The median Democrat was therefore roughly at the thirty-third percentile.
Given that T® was chosen by Democrats when they could have chosen u higher level, we know that
they will not prefer a tariff increase to T*. They would therefore not support any effort to overturn a
presidential veto of legislation raising tariffs.

® Here it is assumed that the forcign country raises tariffs back to their unilateral tariff level if the
S nullifies the RTAA arreements and riises tariffs
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play a key role. If a protectionist president were elected, the floog

median would have to shift to the right to the extent that he or she
prefers some point along the foreign unilateral tanff line to the RTAA

outcome, A*. In Figure 6 the floor median would have to shift to 3

point equidistant from A" and the foreign unilateral tariff line. To de-

T R R T A T DL T T LR S
- B S Y

termine this point, we find an ideal point, C', at which the indifference
curve through A* touches the foreign unilateral tariff line. If the change
were any smaller, no protectionist legislation would be possible, as the
floor median would not be satisfied with any possible unilateral tanff
legislation. ﬁ

On the other hand, if a Democratic or internationalist Republican
president were elected, protectionist legislation would have to overcome
a presidential veto. Hence legislative success would depend, not on the
floor median, but on the veto pivot. The veto pivot in this case is the
member at the sixty-sixth percentile (ranked from least to most liberal);
if this member and all more protectionist members prefer a bill to the
status quo, then Congress can pass the legislation over the veto of the
president. In this case, then, preferences in Congress would have to
change such that the veto pivot—one of the more liberal members of
Congress—would shift to C' on the right of the current median (as in
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STARBILITY OF TARIFFS UNDER THI RTAA

Figure 6). In other words, if the president is a free trader, Congress reinforcing dynamic that led to increasingly lower tariffs. In this sec-

would almost certainly not be able to raise tariffs, even if the Republi-
cans were to take power.” '
Could we expect the president to be liberal on trade? Two factors in-

dicate yes. First, being clected from a national constituency makes a
president less susceptible to narrow demands for protection and more
interested in policies that benefit the whole country.? Second, the pres-
ident’s international role often inclines him to use trade liberalization
as a tool in achieving geopolitical goals.

II1. LONG-TERM EFFECTS OF THE RTAA

The importance of the RTAA was more than simply creating the mech-
anism for short-term tariff reform. More important, it set up a self-

¥ Schnietz (fn. 3) has made a similar claim, that the RTAA increased the durability of liberal trade|
policics. She uses a onc-dimensional model to argue that holding the median constant, the RTAA mit-
igates protectionist potential, That is, when Republicans take over after Democrats, a relatively liberal
Republican president will raise tariffs to co-opt the extremist Republican Congress, We make a much
stronger claim. Holding the median constant, the RTAA eliminates protectionist potential under general
conditions. In addition, in our model the RTAA's low tariffs are robust to a whole class of preference
changes. Also, note that, in Schnietz's argument, the RTAA will lead to more protection than if there
were no RTAA when a Republican president and Democratic Congress win; a Republican president in
this s‘uuation would be able to use hiy authority to preempt more extreme Democratic cuts in tarifTs.

P 1 [ B |

tion, we discuss the effects of RTAA-induced increases in trade on con-

gressional and foreign preferences. We argue that congressional support

for the expansion of presidential authority to negotiate cuts in Ameri-
can and foreign tariffs was forthcoming because the RTAA increased the
importance of exports to constituents in congressional districts, which,
in turn, changed the trade policy preferences of key congressional rep-
resentatives. This section illustrates how RTAA structures influenced
support for free trade. First, we show that trade did expand under the
RTAA. Second, we model how expanding trade affects political prefer-
ences. Third, we present empirical evidence that increasing exports
were a significant factor in transforming trade from 2 partisan to a bi-
partisan issue.

Tariffs declined precipitously and trade expanded dramatically dur-
ing the tenure of the RTAA. In 1934 American duties averaged over 46
percent; by 1962 they had fallen to 12 percent. World trade increased
from 97 trillion dollars at the war’s end to 270 trillion at the time of the

1962 Trade Act. U.S. exports grew from $2.1 billion in 1934 to $3.3 bil-

lion in 1937 and from $9.8 billion in 1945 to over $20 billion in 1962.32

M E. S, Woytinsky and W. S, Woytinsky, World Commerce and Governments: Trends and Outlooks
NN LT L e B 108y A0 e iy 4Y 1Y
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While much of this increase in world trade can be attributed to thd/industries facing import competition disappeared). A similar effect oc-

emergence of the world economy out of depression and war, two facfcurred abroad, as exports to the U.S. activated foreign export interests.
tors point to the substantial role of the RTAA. First, the RTAA allowed The net effect was that the importance placed on foreign access in-
the president to take the lead in fighting for increased internationaf creased relative to the importance of protecting domestic industry. In-
openness. After the Smoot-Hawley Tariff Act of 1930, a retaliatoryf difference curves of actors in each nation changed, with American
spiral of beggar-thy-neighbor polices had left the world with monucurves being transformed from circles to flat horizontal ellipses and for-
mentally high tariffs. Given protectionist pressures inherent in democ- eign indifference curves becoming vertical ellipses.

racies, we have good rcason to believe that without the RTAA, tariffs Consider Figure 7 in which A* (from Figure 5) is the status quo. The
would have moved downward at a far slower pace. Second, there is ev- only way that Congress will lower the minimum tariff level is if doing
idence that U.S. trade with treaty nations increased more rapidly than so makes congressional agenda setters (the Democratic median) better
with nontreaty nations. For example, in the first three years of the pro- off. If the preferences of the Democratic leaders—both in terms of the

gram, xports to twenty-two nations with which agreements existed in- location and relative weights—remain the same, no such policy will
creased by 61 percent as compared with a 38 percent increase to other exist. If, however, increasing trade has led the foreign government and
nations. members of Congress to place relatively more weight on export inter-
There are two ways such changes in trade flows could change politi- ests, the indifference curves will shift. The indifference curves of U.S.
cal preferences. First, the ideal points could shift. Since we assume that actors will flatten and those of the foreign government will broaden, as
all members of Congress prefer zero foreign tariffs, the only room for indicated by the dotted lines in Figure 7. This means that the set of poli-
movement would be along the horizontal axis. For any given level of cies preferred over the status quo by the agenda setters will no longer be
foreign tariffs, that is, a member’s ideal level of U.S. tariffs could shift. empty and a new equilibrium at a point such as A** will be possible.

Such a shift could mean members of Congress would prefer unilateral The implication for the dynamics of trade liberalization is now ap-
reductions in U.S. tariffs. parent: increasing trade leads members of Congress and foreign actors

A second possible change is that the relative weight members put on to place more weight on access to foreign markets, indifference curves
the two dimensions may change. Consider a generic situation in which then shift, and greater liberalization is possible.

a political actor has preferences over a two-dimensional policy space,
with a level of X on the horizontal axis and a level of Y on the vcrticaﬁCHANGmG CONGRESSIONAL PREFERENCES
axis. If the actor places equal weight on cach dimension, the actor’s in-'We can now return to our original query: what explains the depoliti-
diffcrence curves will be circular; the actor is willing to trade off loss of cization of American trade policy after World War 11> We noted that
units of X in equal proportion to gain in units of Y. Suppose the actor'trade was a highly partisan issue in the pre-RTAA period. Historically,
comes to place greater weight on the X dimension such that she is will- Democrats voted for tariff reductions; Republicans voted for tariff in-
ing to exchange a small gain in X for a larger loss in Y. The indifference creases. Figures 1 and 2 indicate that voting in Congress on trade mea-
curves would then become vertical ellipses; small changes in X would sures before the RTAA generally followed party lines.
require large changes in Y in order to make her indifferent. By contrast, As the RTAA program progressed, the partisan composition of trade
if the actor comes to place a greater weight on dimension Y, her indif- voting began to change in important ways. In 1943 some Republicans
ference curves will be horizontal ellipses; small changes in Y would re-'voted for the program for the first time, and by the mid-1950s many
quire large changes in X to make the actor indifferent. Republicans supported the program. Of course, Republicans were still
We emphasize this latter process; that is, changing weights on issue:more protectionist than Democrats and many voted for protectionist
dimensions allowed the president to expand the coalition in favor of amendments to the RTAA rencwal legislation. Nevertheless, their sup-
free trade. Increasing trade flows increased the size and profits of export|port for the general principles of the RTAA was no longer in doubt. In
interests but had a lesser effect on import-competing interest (as some|our empirical analysis, we concentrate on the period from 1953 to
1962, a time that saw the beginnings of substantial changes in partisan
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. Trade and production data were gathered for each industry. After

High Foreign Govt's New

I e = iTerurcs Curve 1958 trade data were available for twenty-two industrial categories in

\"""'\ A* = Taclffs under the RTAA Ethc U.S. Commodity Exports and Imports as Related Output.*® Because

™ A" Torls aterpreference P8¢ trade data from before 1958 were not available in the same format,’” we

Foreign constructed a correspondence between the types of data (see the dis-

Turifts Foreign Govi'n Original cussion in the appendix). Production data for manufacturing, mining,

Foreign | oo Curve | and agriculture were collected from various issues of the Cemsus of Man-
Government

Democtatic Median's ufactures, the Census of Agriculture, and Historical Statistics of the United

Onginal Indifference

Curve States.*®
/ Democutic Medinr's New Based on these data, we constructed trade variables for each district.
/ fodiflernce Curve First, we calculated a weighted average of exports as a proportion of

o A'a' i shipments for each district. For example, suppose district A were 50
- — : e Percent agriculture and 50 percent chemicals. If national exports as a

mo iy ’ percentage of shipments were 10 percent in agriculture and 20 percent

U.S. Tariffs in chemicals, district A's weighted average export share of production

FIGURE 7 would be 0.5* 0.1 + 0.5 * 0.2 = 0.15. Second, in a similar manner, we

How TARIFFS SHIFT IN RESPONSE TO CHANGES IN PREFERENCEs  Calculated a weighted average of import penetr ation change as a pro-
portion of shipments for each district. The idea is that the greater the

pressure on domestic producers from imports, the larger the increase in
import penetration.

The logic we offer above suggested that changes in votes will be:  In the estimations, we controlled for party and ideology, recognizing
function of export interests in congressional districts. With passage ofthat these factors have traditionally been important determinants of a
increasing numbers of trade agreements, highly competitive Americarrepresentative’s trade preferences. For party, we have standard dummy
products were pouring into foreign markets. This increased flow ofvariables. For 1deology, we use Poole and Rosenthal’s estimates for the

trade led to growth in the size, number, and profitability of export 1n:social and economic preferences of representatives.

dustries. Import competition was more than offset by increased oppor:  We analyzed votes that occurred in 1953 and 1962, years that
tunities in the export sector, so at least until the mid-1960s the overalspanned the important development of bipartisan support for free
effect was that producers and their representatives placed increased im'trade. For 1953 we considered three votes: the Curtis Motion to recom-
portance on foreign access relative to the importance of protecting doymit an RTAA alternative trade bill; the Smith Motion to recommit the
mestic industry. IRTAA; and the renewal of the RTAA. Of the three, the most controver-

To explore the relationship between exports and congressional prcf}sial, and thus the most divisive, was the Curtis Motion. The motion
erences, we estimated probit models on congressional voting on major

trade bills in 1953 and 1962. First, data were compilcd on the indus: * United States Bureau of the Census, U.S. Commodity Exports and Imports as Related to Outpur
? .(Washington, D.C.: U.S. Government Printing Office, various editions).

trial COI‘I‘IpOSitiOI’l of each district. Data for WhOIC“COUny districts WER 3 Max Lechter, US. Exports and Imports Classified by End-Use Commodity Categories, 19231968
found primarily in the Congressional District Data Book.>* Data foy(Washington, D.C.: U.S. Office of Business Ecomormcs 1970).

.. . ) . . * United States Bureau of the Census, The Census of Agriculture (Washington, D.C.-US. G -
' 35 ’ £ gron, . LOvern
urban districts were available in Labor D cpartment PUbhcanons' De- ment Printing Office, various editions); United States Bureau of the Census, United States Census

tails are discussed 1n the appcndix. 'Manuﬁcrum (Washington, D.C.: U.S. Government Printing Office, various editions); United States
Bureau of the Census, Historical Statistics of the United States: Colonial Times to 1970 (Washington,

D.C.: U.S. Government Printing Office, 1975).

. gre » For an explanation of the ideology scores, see Keith Poole and Howard Rosenthal, “Patterns of

gress (Washington, D.C.: U.S. Gt}vcmmcnr Printing Office, 1961). Congressional Voting,” American Journal of Political Science 35 (February 1991). For  formal theory of
W Uf’“"—'d States I?cpartmcnt of Labor, .E”_’P/"}””‘”’ and Earnings: State and Local Areas, 1939-19 low-dimensional ideological consistency, see Melvin Hinich and Michael Munger, Ideology and the

(Washington, D.C.: U.S. Government Pr inting Office, 1972). Theory of Political Choice (Ann Arbor: University of Michigan Press, 1995).

" United States Bureau of the Census, Congressional District Data Book: Districts of the 87th Cons




332

recommutted a protectionist trade bjl]

substitute for the renewal of the trade agreements program. (The votg
on final passage of the renewal was very lopsided [363-34] and is theret

fore not amenable to probit analysis. To compensate for the skeweg
vote, we used ordered probit analysis, combining the vote on passagy
and the Smith Motion.)® For 1962 we analyzed the Mason Motion,
protectionist effort to substitute 2 Onc-year extension of the RTAA fo
the Trade Expansion Act and the vote on the final passage of the bill.
The results in Table 2 are consistent with our expectations. The cor
efficients on export share of production are all significant at 2 10 per
cent (one-tailed) level and are significant at a 5 percent level for fou

sistently associated with opposition to trade liberalization. Surprisingly
party affiliation was often not significant, although multicollinearit)

ated with Iibcralism-—conservatism, was generally significant, as wa
their Y, generally associated with cvil rights, ,

Because the estimated coefficients trom probit analysis are not dj.
rectly interpretable, we provide estimates of the effect of change in ex-
ports on the probability of libera] trade voting for different group
within Congress. Table 3 does this for the 1953 vote on the Curtis Mo
tion and Table 4 does this for the 1962 vore on final passage. The firs
column is the predicted probability of voting for trade liberalization by
an “average” representative, computed as someone with average level;
of all independent variables for the whole subgroup. The second co}

From Tables 3 and 4 we see that exports explain why—for the ﬁrsfs
time in a century—members of the Republican Party abandoned thej
trade. Table 3 shows for 1953 that a twe
standard deviation increase in export share of production increased the
probability of a free trade vote from 65 percent to 84 percent for an “av-
crage” representative. The effect js stronger for Republicans, movin

“ On ordered probit analysis, see Keith Krehbiel and Doug Rivers, * The Analysis of Committ
Powet,” American Journal of Politicul Science 32 (November 1988 ).
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TABLE 2
PROBIT ANALYSIS OF House VoTing
(1953 AND 1962)*

34

P
1953 1962
Legislation HR5894  HRS5495  HRS495  HR11970 HR11970
Vote Curtss Smith  Smith Motion  Mason Passage
Motion Motion & Puscage Motion
Constant ~1.47 -1.40 0.85 0.34 -0.06
(3.16) (1.86) (1.87) (0.74) (0.16)
Exports 12.48 10.60 8.27 4.25 4.78
(3.71) (1.93) (2.51) (1.53) (1.98)
. Import penetration -197.52 -216.98  -191.10 -126.62 ~76.87
- change (7.41) (4.84) (6.49) (2.76) (1.97)
* Democrat 0.7 0.68 1.24 -0.01 0.59
- (1.52) (1.02) (2.76) (0.02) (1.22)
P&R's X -0.72 -4.82 -1.96 -5.3 -2.37
(1.17) (4.54) (3.18) (6.33) (3.53)
P&R’s Y -0.95 3.25 1.27 0.05 -1.01
(1.85) (3.75) (2.44) (0.07) (1.56)
Threshhold — — 2.39 — —
— — (15.69) — —
Number of
observations 408 423 400 429 428
Percentage correctly
predicted 74 95 87 86 82
Votes Free Trade 244 196 183 256 300
Modecrate — — 183 — —
Protectionist 164 227 34 173 128

‘t-statistics are in parentheses.

- them from 2 49 percent probability of voting for free trade at average

levels of exports to a 75 percent probability of a free-trade vote when

export shares increased by two standard deviations. The effect of ex-

ports was less important for Democrats, bu
ready committed to free trade,

Table 4 reveals a similar story for the
standard deviations of export shares of
bility of a free-trade vote by 1
cans, those least likely to vote
increase of 21 points. Demo

2 percent for all mem

for free trade in 1962

crats in 1962 were stil] highly likely to
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production ra
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1962 vote. An INCrease in two

1sed the proba-
bers. For Republi-
, the effect was an
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TABLE 3
ESTIMATED PROBABILITIES OF LIBERAL TRADE VOTING IN 1953 BY
GRrRour AND CHANGE IN EXPORTS

Probabz'/z'ty of Varr'ng for Trade Liberalization _!
Average Exports Plus 2 i

Exports Awerage Exports Plus 1
Standard Deviations Standard Deviations
All 0.65 0.75 0.84
Republicans 0.49 0.63 0.75
Democrats 0.78 0.85 0.90

|
|

share of production increased their likelihood to vote for free trade by :

6 percent.¥!
The general conclusion that emerges from this analysis is that ex- |

ports affect congressional voting on trade. Higher levels of exports led |

— —

to increased support for free trade. Although analysts have often sug-
gested that exports should play such a role, the effect has been difficult ;
to demonstrate. It is hard to get export data on the district level, and |
often the effects are overwhelmed by the more traditional variables of
party, region, and ideology. By extrapolating export shares of produc-
tion from district-level industrial data and using probit simulations, we
have shown that an export effect was felt by congressional representa-
tives. Members of Congress do vote based on constituent interests, and
their views on American trade policy shifted as exports grew.

i
Through detailed analysis of both the logic and empirical effects of 3
liberalization,this paper provides a new interpretation of the trans-

formation of U.S. trade policy in the middle of the century. By exam-
ining both the causes and economic ramifications of the RTAA, we are

CONCLUSION

! American trade politics has historically shown strong regional variation, We also ran estimations
that included regional dummy variables in our equations. The result was consistent with the previous
analysis; but there were interesting differences across regions. Among the Republicans in 1953, an in-
crease of two standard deviations in exports led to a 13 percent increase in the chance that representa-
tives from the Northeast will vote for trade liberalization, an 18 percent increase for those from the
Midwest, and a huge, 51 percent hike for those from the West. For Democrats in 1953, the compara-
ble numbers were 2 percent Northeast; 10 percent Midwest; 31 percent West; 8 percent South; 5 per- i
cent Border (no South or Border results are reported for Republicans given the scarcity in the number :
of representatives). In 1962 the increase in probability of a free-trade vote with a two-standard devia- !
tion risc in exports was for Republicans: 8 percent Northeast; 25 percent Midwest; and 18 percent
West. For Democrats in 1962, the vote effects were 2 percent Northeast; 2 percent Midwest; § per-
cent West; 11 percent South, and 6 percent Border.
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~ TABLE 4
ESTIMATED PROBABILITIES OF LIBERAL TRADE VOTING IN 1962

BY GROUP AND CHANGE IN EXPORTS

i e
Probability of Voting for Trade Liberalization
Average Average Exports Plus 1 Average Exports Plus 2
Exports Standard Deviations Standard Deviations
- All 0.78 0.85 0.90
Republicans 0.47 0.58 0.68
Democrats 0.90 0.94 0.96

able to explain how political factors shaped the institutional environ-
ment and, in turn, how the institutional factors shaped the political
environment.

‘Two sets of puzzles have driven the analysis. The first set revolves

, around the initial legislation. Why would Congress ever agree to for-

feit so much power to the president? And, more curtously, why would
Congress choose to do so at a time when the commitment to free trade
was not particularly strong? The second puzzle revolves around the ex-
pansion of the RTAA, especially after the Second World War. What was
the mechanism that allowed trade liberalization to move continuously
forward throughout the twenty-eight-year life span of the RTAA? Lib-
eralization goes counter to a conventional logic that assumes that pro-
protection interests should have been overrepresented in the policy
process because of the distributional inequalities that obtained from a

. liberal trade policy.

The existing literature provides incompl
Many analyses of the original delegation emphasize congressional ef-
forts to reduce its workload or to avoid serving special interests. In con-
trast, we argue that a model positing only policy-oriented, strategic
political actors can explain the initial delegation. The RTAA allowed
congressional Democrats to satisfy reluctant free traders and to durably
reduce tariffs by coupling U.S. tariff cuts with foreign cuts. Further, it
created a mechanism for lowering tariffs without having to meet the
demanding constitutional requirement for two-thirds support that had
undermined previous treaty efforts.

Many analyses of the effects of the R
claim that the RTAA removed trade
tectionist Congress;
companying agenda-
liberalization in the

cte answers to both puzzles.

TAA are also suspect. Some
policy from the constraints of a pro-
others argue that delegating authority and its ac-
setting power to the president was the key to trade
period. But neither of these views can explain the
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clear and continued congressional involvement in tariff policy, even
under the RTAA.

We agree with the consensus that congressional delegation to the
president was an important element of the trade liberalization program.
Nevertheless, the president’s involvement in lowering trade barriers
should not be exaggerated. Once Congress eschewed unilateral tariff
reductions, presidential involvement was inevitable—it is the presi-
dent’s constitutional prerogative to negotiate treaties with foreign na-
tions. But presidents had negotiated trade treaties throughout
American history. Few, however, made it past a congressional veto. The

RTAA should be remembered not because it delegated power to the
president but because it mandated reciprocal tariff cuts under an inno-
vative voting rule that bypassed the need for ex post approval by a

supermajority in Congress. |
The radical change in underlying preferences that allowed the liber-

alization of American trade policy cannot be explained either by the in-
sulation of trade policy making or by presidential agenda control.
Rather, trade liberalization endured because the RTAA changed the
strategic environment of policy setting and later, the optimal policy
choices of elected officials. First, the RTAA increased support for trade

liberalization by “bundling” domestic and foreign reductions into one|

package. This not only garnered a larger base of support than did uni-
lateral tariff reductions, but it also made it more difficult to change pol-
icy, even with an alteration in political control of government. By tying
domestic reductions to foreign reductions, a greater pool of representa-
tives found themselves in the proliberalization coalition. The existence
of treaty obligations and the direct loss of foreign markets in response
to a tariff hike made tariff reform far more durable than in any previous
period of U.S. history. The RTAA was not simply a bill to lower tariffs;
1t was as well, an attempt to institutionalize a low tariff policy.

Second, and as important, tariff reform under the RTAA began an en-
dogenous process of tariff reduction. Tariff reductions were matched
with export growth. Increased export dependence in districts led to a

I

]

AMERICAN TRADE POLICY

Empirical analysis of voting on trade
Before the RTAA, voting on trade was a

Democrats in favor of and Republicans opposed to reductions in U.S.
tariffs. After World War II partisan voting broke down, as more Dem-

ocrats voted for protection and many more Republicans voted for trade
liberalization,

Overall, the shift in American
tions. Trade increased dramaticall
relatively open borders. Our analys
shift should be attributed to an inc
the district level.

In summary, the early history of liberalization in the U.S. provides a
picture of how domestic politics, institutional choice, and the interna-
tional economy are interlinked. Domestic politics led to an institutional
innovation, the RTAA. The institutional innovation led both directly and
indirectly to increased world trade. And, in turn, increased world trade
led members of Congress and foreign actors to put more weight on
increasing access to international markets. These preference changes
expanded the coalition supporting free trade and allowed trade liberal-
1zation to continue to move forward.
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bills supports our argument.
Imost wholly partisan, with

policy exceeded everyone's expecta-
, and the U.S. sustained a policy of
is strongly suggests that part of this

rease in the importance of exports at

APPENDIX: DATA SOURCES AND METHODS

DISTRICT-LEVEL DATA

Variables for districts comprised of complete counties were constructed
from the Congressional District Data Book.

——e¢mployment in standard industrial classification (SIC) codes = (number of
establishments with 20 or more employees in district/total number of such es-

tablishments)*total number of employees employed by manufacturers, based on
1958 data,

——employment in agriculture: total number of farm operators, 1959,
——employment in mining: average number of employees, 1958,

Variables for districts comprised of partial counties (almost

. or d exclu-
sively urban districts) were constructed

more fundamental and enduring change in the political preferences of
key actors in Congress. Although not the only factor, the RTAA was in-

cal area (MSA) data in The Census o
strumental in increasing world trade, which spurred political interest in Statistics of the U.S. District MsAs deter

based on metropolitan statisti-
Manufacturers and Historical
mined from Congressional Dis-

increasing access to foreign markets. This made increasing numbers of 7% Atlas of the United States.

politiciuns willing to trade oft support from import-competing inter-
ests that stood in the way of trade liberalization in exchange for sup-
port from export groups.

]

TRADE DATA

| Trade data from 196062 were available by SIC code in U, Commodity
Exports and Imports as Related to Output. Trade data for 1951

~53 were
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under the RTAA.

We agree with the consensus that congressional delegation to the
president was an important element of the trade liberalization program.
Nevertheless, the president’s involvement in lowering trade barriers
should not be exaggerated. Once Congress eschewed unilateral tariff
reductions, presidential involvement was inevitable—it is the presi-}
dent’s constitutional prerogative to negotiate treaties with foreign na-
tions. But presidents had negotiated trade treaties throughout
American history. Few, however, made it past a congressional veto. The}
RTAA should be remembered not because it delegated power to the
president but because it mandated reciprocal tariff cuts under an inno-
vative voting rule that bypassed the need for ex post approval by af
supermajority in Congress. |
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liberalization by “bundling” domestic and foreign reductions into one §
package. This not only garnered a larger base of support than did uni-
lateral tariff reductions, but it also made it more difficult to change pol- |
icy, even with an alteration in political control of government. By tying}
domestic reductions to foreign reductions, a greater pool of representa-
tives found themselves in the proliberalization coalition. The existence

of treaty obligations and the direct loss of foreign markets in response
to a tariff hike made tariff reform far more durable than in any previous|
period of U.S. history. The RTAA was not simply a bill to lower tariffs;]
it was as well, an attempt to institutionalize a low tariff policy.
Second, and as important, tariff reform under the RTAA began an en-
dogenous process of tariff reduction. Tariff reductions were matched
with export growth. Increased export dependence in districts led to 2
more fundamental and enduring change in the political preferences of
key actors in Congress. Although not the only factor, the RTAA was in-
strumental in increasing world trade, which spurred political interest in
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AMERICAN TRADE POLICY

Before the RTAA, voting on trade was almost wholly partisan, with
Dc.mocrats in favor of and Republicans opposed to reductions in U.S.
tariffs. After World War II partisan voting broke down, as more Dem-

ocrats voted for protection and many more Republicans voted for trade
liberalization.

Overall, the shift in American policy exceeded everyone's expecta-
tions. Trade increased dramatically, and the U.S. sustained a policy of

relatively open borders. Our analysis strongly suggests that part of this

shift should be attributed to an increase in the tmportance of exports at
the district level.

In summary, the early history of liberalization in the U.S. provides a
institutional choice, and the Interna-

tional innovation led both directly and

| indirectly to increased world trade. And, in turn, increased world trade

foreign actors to put more weight on
nal markets. These preference changes

§ cxpanded the coalition supporting free trade and allowed trade liberal-
§ 1zation to continue to move forward.

APPENDIX: DATA SOURCES AND METHODS

¢ DISTRICT-LEVEL DATA

prised of complete counties were constructed
strict Data Book.

—employment in standard industrial classification (SIC) codes = (number of
establishments with 20 or more employees in district/total number of such es-
tablishments)*total number of employees employed by manufacturers, based on
1958 data. |

—employment in agriculture: total number of farm operators, 1959.

—employment in mining: average number of employees, 1958.

increasing access to foreign markets. This made increasing numbers of, /744 Atlas of the United States.

politicians willing to trade off support from import-competing inter-
ests that stood in the way of trade liberalization in exchange for sup-
port from export groups. L‘
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