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World trade shocks

≈50% due to protectionism

2% due to protectionism
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Downward Spiral of World Trade



Lagging World Trade in 1930s
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The Great Depression (1929-33)

• Worldwide outbreak of protectionism 
• Higher tariffs
• Import quotas
• Foreign exchange controls
• Preferential trade agreements



Willis Hawley & Reed Smoot





US Secretary of StateCordell Hull

"I will never falter in my belief 
that enduring peace and the 
welfare of nations are 
indissolubly connected with 
friendliness, fairness, equality 
and the maximum practicable 
degree of freedom in 
international trade."



RTAA

• Delegated negotiating power to 
the president

• Changed US political economy of 
trade







London, October-November 1946

• Canada – think multilateral, 
but start with small nuclear 
group

• Decision to go for a GATT 
immediately and then an 
ITO





Palais des Nations
April-October 1947





Clayton versus Cripps





Failure of the ITO



Rationale for the GATT

• “. . . .we cannot succeed in building a peaceful world unless we build 
an economically healthy world.”

-- Franklin Roosevelt in 1945



President Harry Truman

• “At this particular time [1947], the whole world 
is concentrating much of its thought and 
energy on attaining the objectives of peace and 
freedom. These objectives are bound up 
completely with a third objective--
reestablishment of world trade. In fact the 
three--peace, freedom, and world trade--are 
inseparable. The grave lessons of the past have 
proved it.”



James Meade - 1940
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GATT Principles

1. Nondiscrimination 
• Article I – most favored nation (MFN)
• National Treatment

2. Tariffs only

3. Consultations

4. Negotiations
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Uruguay Round (1986-1993)













WTO Trilemma

• Consensus

• Uniform rules

• Strict enforcement

Consensus

Strict 
enforcement

Uniform 
Rules






	Slide Number 1
	Slide Number 2
	Slide Number 3
	World trade shocks
	Downward Spiral of World Trade�
	Lagging World Trade in 1930s�
	The Great Depression (1929-33)�
	Willis Hawley & Reed Smoot
	Slide Number 9
	US Secretary of StateCordell Hull
	RTAA
	Slide Number 12
	Slide Number 13
	London, October-November 1946
	Slide Number 15
	Palais des Nations�April-October 1947
	Slide Number 17
	Clayton versus Cripps�
	Slide Number 19
	Failure of the ITO
	Rationale for the GATT
	President Harry Truman
	James Meade - 1940
	Slide Number 24
	Slide Number 25
	Slide Number 26
	GATT Principles
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Uruguay Round (1986-1993)
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	WTO Trilemma
	Slide Number 38
	Slide Number 39

