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Vote for NAFTA Vote for GATT 

Actual 229 283 

Predicted by model 229 290 
Without labor contributions 291 346 

Without business co凶ibutions 195 257 
Without any contributions 256 323 

billtovoteagainst;businesscontributionsmoved business，bothN AFfAandtheGATTwouldhave 
34representatives白eotherway. Iftherehadbeen passedanyway. 
nobusinesscontributions，accordingto曲is esti- It'sprobablywrongtoemphasizethefactthat 
mate，NAFTAwouldhavereceivedonly 195 intheseparticularcasescontributionsfromthe 
votes-notenoughforpassage. twosidesdidnotchangethefinaloutcome.The 

Ontheotherhand，giventhatbothsideswere reallyimportantresultisthatpoliticians are， 
makingcontributions，出世effects tendedtocancel indeed，forsale-whichmeansthattheoriesof 
out.BaldwinandMagee'sestimatessuggestthat tradepolicythatemphasizespecialinterestsare 
intheabsenceofcontributionsfromeitherlaboror ontherighttrack. 

*RobertE.BaldwinandChristopherS.Magee，“Is tradepolicyforsale?Congressionalvotingon 
recenttradebills，"NationalBureauofEconomicResearchWorkingPaperno.6376.

「ム…
Ourdiscussionofthepoliticsoftradepolicyhas notbeenveryencouraging.Wehave 
arguedthatitisdifficulttodevisetradepoliciesthatraisenationalwelfareandthattrade 
policyisoftendominatedbyinterestgrouppolitics. “Horrorstories"oftradepoliciesthat 
producecoststhatgreatlyexceedanyconceivablebenefitsabound;itiseasytobehighly 
cynicalaboutthepracticalsideoftradetheory. 

Yet，infact，fromthemid-1930suntilabout1980theUnitedStatesandotheradvanced 
countriesgraduallyremovedtariffsandsomeotherbarrierstotrade，andbysodoingaided 
arapidincreaseininternationalintegration.Figure9-5showstheaverageU.S.tari庄rateon 
dutiableimportsfrom1920to 1993;afterrisingsharplyintheearly1930s，theratehas 
steadilydeclined.?Mosteconomistsbelievethisprogressivetradeliberalizationwashighly 

'Measuresofchangesintheaveragerateofprotectioncanb巴probl becauseth巴composition ofimports 巴matic， 
changes-partlybecauseoftariffratesthemselves.Imagine，forexample，acountrythatimposesatariffonsome 
goodsthatissohighthatitshutsoffallimportsofthesegoods.Thentheaveragetariffrateongoodsactually 
importedwillb巴zero!Totrytocorτ巴ct forthis，themeasureweus巴in  Figure9-5showstherateonlyon 
“dutiable"impons;thatis，itexcludesimportsthatforsom巴reasonwereexemptfromtariff.Atth巴irpeak，U.S. 
tariffratesweresohighthatgoodssu対ecttotariffsaccountedforonlyone-thirdofimports;by1975thatshare 
hadrisentotwo-thirds.Asaresult.theaveragetariffrateonallgoodsfellmuchlessthantherateondutiable 
goods.Th巴numb巴rsshowninFigure9-5，however，giveamoreaccuratepictureofthemajorliberalizationof 
tradeactuallyexperiencedbytheUnit巴 d  States 
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Afterrisingsharplyatthebeginningofthe1930s，theaveragetari仔rate oftheUnitedStateshas 
steadilydeclined. 

beneficial. Givenwhatwehavesaidaboutthepoliticsoftradepolicy，however，howwas 
thisremovaloftariffspoliticallypossible? 

Atleastp紅t  oftheansweristhatthegreatpostwarliberalizationoftradewasachieved 
throughinternationalnegotiation.Thatis，governmentsagreedtoengageinmutualtariff 
reduction.Theseagreementslinkedreducedprotectionforeachcountry'simport-compet-
ingindustriestoreducedprotectionbyothercountriesagainstthatcountry'sexportindus-

tries.Suchalinkage，aswewillnowargue，helpstooffsetsomeofthepoliticaldifficulties 
thatwouldotherwisepreventcountriesfromadoptinggoodtradepolicies. 

TheAdvantagesofNegotiation 

Thereareatleasttworeasonswhyitiseasiertolowertariffsasp紅t  ofamutualagreement 
thantodosoasaunilateralpolicy.First，amutualagreementhelpsmobilizesupportfor 
freertrade.Second，negotiatedagreementsontradecanhelpgovernmentsavoidgetting 
caughtindestructivetradewars. 

Theeffectofinternationalnegotiationsonsupportforfre巴rtradeisstraightforward.We 
havenotedthatimport-competingproducersare usuallybetterinformedandorganized

出 anconsumers.Internationalnegotiationscanbringindomesticexportersasacounter-
weight.TheUnitedStatesandJapan，forex釘nple，couldreachanagreementinwhichthe 
UnitedStatesrefrainsfromimposingimportquotastoprotectsomeofitsmanufacturers 
fromJapanesecompetitioninreturnforremovalofJapanesebarriersto U.S.exportsof 
agriculturalorhigh-technologyproductstoJapan.U.S.consumersmightnotbeeffective 
politicallyinopposingsuchimportquotasonforeigngoods，eventhoughthesequotas 
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maybecostlytothem，butexporterswhowantaccesstoforeignmarketsmay，throughtheir 
lobbyingformutualeliminationofimportquotas，protectconsumerinterests. 

Internationalnegotiationcanalsohelptoavoidatradewar.Theconceptofatradewar 
canbestbeillustratedwithastylizedexample. 

Imaginethatthereareonlytwocountriesintheworld，theUnitedStatesandJapan，and
白 atthesecountrieshaveonlytwopolicychoices，freetradeorprotection.Suppose白紙

出回巴areunusuallyclear-headedgovernmentsthatcanassigndefinitenumericalvaluesto 
theirsatisfactionwithanyparticularpolicyoutcome(Table9-3). 

Theparticularvaluesofthepayoffsgiveninthetablerepr回ent twoassumptions.First 
weassume出at eachcountry'sgovernmentwouldchooseprotectionifitcouldtakethe 
othercountry'spolicyasgiven.Thatis，whicheverpolicyJapanchooses，theU.S.govern-
mentisbetteroffwithprotection.Thisassumptionisbynomeansnecessarilytrue;many 
economistswouldarguethatfreetrad巴is thebestpolicyforthenation，regardlessofwhat 
othergovernmentsdo.Governments，however，mustactnotonlyin血epublicinterestbutin 
theirownpoliticalinterest.Forthereasonsdiscussedinthepreviouss巴ction，governments 
oftenfinditpoliticallydifficulttoavoidgivingprotectiontosomeindustries.

百 IesecondassumptionbuiltintoTable9・3is出ateventhougheachgovernmentacting 
individuallywouldbebetteroffwithprotection，theywouldbothbebetteroffifbothchose 
fr田trade.Thatis，theU.S.governmenthasmoretogainfromanopeningofJapanesem紅 -

ketsthanithastolosefromopeningitsownmarkets，andthesameis甘ueforJapan.Wecan 
justifythisassumptionsimplybyappealingtothegainsfromtrade. 

Tothosewhohavestudiedgametheory，thissituationisknownasaPrisoner'sdilem-
rna.Eachgovernment，makingthebestdecisionforitself，willchoosetoprotect.These 
choicesleadtotheoutcomeinthelowerrightboxofthetable.Yetbothgovernmentsare 
betteroffifneitherprotects:Theupperleftboxofthetableyieldsapayoff出atishigherfor 
bothcountries.Byactingunilaterallyinwhatappe紅tobetheirbestinterests，thegovern-
mentsfailtoachievethebestoutcomepossible.Ifthecountriesactunilaterallytoprotect， 
thereisatradewarthatleavesbothworseoff.Tradewarsarenotasseriousasshooting 
wars，butavoidingthemissimilartotheproblem 
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Nonetheless，theexamplesuggestsboththatthereisan巴ed tocoordinatetradepolicies 
.1 thatsuchagreementscanactuallymakeadifference.佃dthroughinternationalagreements

Indeed，thecurrentsystemofinternationaltradeisbuiltaroundaseriesofinternational ， 
agreements. ー一一一一一ー与 

InternationalTradeAgreements:A BriefHistory 

Internationallycoordinatedtariffreductionasatradepolicydatesbacktothe1930s.In 
1930，由巳Unit巴d Statespassedaremarkablyirresponsibletarifflaw，theSmoot-HawleyAct. 
Underthisact，tariffratesrosesteeplyandU.S.tradefellsharply;someeconomistsargue 
thattheSmoot-HawleyActhelpeddeepentheGreatDepression.Withinafewyearsafter 
theact's passage，theU.S.administrationconcludedthattari妊sneededto bereduced，but
出 isposedseriousproblemsofpoliticalcoalitionbuilding.Anytariffreductionwouldbe 
opposedbythosemembersofCongresswhosedistrictscontainedfirmsproducingcom司 

petinggoods，whilethebenefitswouldbesowidelydiffusedthatfewinCongresscouldbe 
mobilizedontheotherside.Toreducet紅iffrates，tariffreductionneededtobelinkedto 
someconcretebenefitsforexporters. Theinitialsolutionto出is politicalproblemwas 
bilateraltariffnegotiations.TheUnitedStateswouldapproachsomecoun町y  thatwasa 
m司orexporterofsomegood-say，asugarexporter-andoffertolowertariffsonsugarif

出 atcountrywouldloweritstariffsonsomeU.S.exports.Theattractivenessofthedealto 
U.S.exporterswouldhelpcounterthepoliticalweightofthesugarinterest.Intheforeign 
coun仕y，theattractivenessofthedealtoforeignsugarexporterswouldbalancethepolitical 
influenceofimport-competinginterests.Suchbilateralnegotiationshelpedreduc巴出e  aver-

agedutyonU.S.importsfrom59percentin1932to25percentshortlyafterWorldWarII. 
Bilateralnegotiations，however，donottakefulladvantageofinternationalcoordination. 

Foronething，benefitsfromabilateralnegotiationmay “spillover"tocountries血athavenot 
madeanyconcessions.Forexample，iftheUnitedStatesreducestariffsoncoffeeasaresult 
ofadealwithBrazil，Colombiawillalsogainfromahigherworldcoffeeprice.Furthermore， 
someadvantageousdealsmayinherentlyinvolvemoreth姐twocountries: TheUnitedStates 
sellsmoretoEurope，EuropesellsmoretoSaudi Arabia，Saudi ArabiasellsmoretoJapan， 
andJapansellsmoretotheUnitedStates. Thus出 enextstepininternationaltradeliberal-

izationwastoproceedtomultilateralnegotiationsinvolvinganumberofcountries. 
Multilateralnegotiationsbegansoonafter出e endofWorldWarII.Originallydiplomats 

fromthevictoriousAlliesimaginedth
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